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Rarely  has 
sitting  down 
been  so 
exhilarating. 


The  smell  of  leather*  The  rich  glow  of  walnut.  The  way  the  instruments  reach  for  your  hands,  and  the  world  lies  at  your 
right  foot.  And  the  feeling  that  if  you  wanted  to  make  the  sky  flash  lightning,  there'd  probably  be  a  control  for  that,  too. 

<^>^\Ljr^oi^^\ 

Aurora  by  Oldsmobile.  See  what  happens  when  you  Demand  Better.  1-800-718-7778. 


^Arz  ^me  r  i  c  a  rz   Dream 


IpiHl  ©  1994  CM  Corp  All  rights  reserved  Buckle  Up,  America!  Aurora  is  a  trademark  of  General  Motors  Corp. 
I*~*l-    'Aurora  seating  areas  trimmed  in  leather. 


The  Guardian 
ife  Insurance  Company  of  America 

POLICYOWNER'S 


GUARDIAN  POLICYOWNERS  HAVE  A  RIGHT  TO: 
Be  with  one  of  the  strongest financial  companies  in  America. 

A  company  jo  financially  secure  that  it  receive*)  the  highest  ratings  from  the  leading 

independent  ratings  services  year  after  year:  "AAA  "  by  Standard  and  Poor's  and 

Duff  e3  Phelps,  "Aaa"  by  Moody's  and  "A++"  by  A.M.  Best. 

A  company  that  has  paid  dividends  EVERY  YEAR  since  1868  and  has  raised 
their  dividends  over  45%  in  j hut  the  past  five  years* 

A  company  with  an  excellent  Capitalization  Ratio  of  16.7% !  * 

A  company  that  is  ranked  #/  industry-wide  on  the  basis  of  20-year 
Interest  Adjusted  Costs  at  ages  25,  35  and  45,  and  #2  at  age  55.  *** 

* 

A  thorough  explanation  of  how  the  recommended  Guardian  product  will  solve  your  problem. 

Recommendations  based  solely  on  your  best  interests  and  no  one  else's. 

♦ 
A  thorough  explanation  of  how  recommended  coverage  will  relate  to  your  plans. 

Quality  products  that  are  fairly  priced  and  deliver  what  they  promise. 

Continuing  qiuility  service  from  The  Guardian  and  our  professional 
organization  of  caring,  competent  agents  and  representatives. 

Declare  your  independence  from  insurance  companies  that  don't  work 

hard  for  you.  Call  your  Guardian  representative  or  1-800-662-1006. 

We'll  show  you  why  The  Guardian  is  the  intelligent,  financially 

strong  choice  for  Life  Insurance,  Group  Insurance,  Reinsurance, 

Disability  Income  Protection,  or  Equity  Products.**** 


w  The  Guardian* 

The  Intelligent  Choice 


Since 


18      6      0 


•Basse  : 


88*12/31/93.  A  portion  of  ihe  increase  resulted  from  an  increase 
3  total  number  o*  policies  The  Guardian  has  in-force. 


rzatton  Ran-  fltojtalizatfon  Ratio,  as  defined  by  Moody's.  <s  Capital  +  Surplus  *-  AVR.+ 

50%  of  Dividend  UafiWy  +  voluntary  provisions  (or  investment  -=-  General  Assets. 

on  Actual  20-year  Surrend«|Cost  Index  which  provides  historical  dividend  comparisons  between 
The  Guardian  and  64  other  cornpanies  that  submitted  actual  dividend  histones  to  A.M.  Best 
""Equity  products  are  offa^  through  Guardian  Investor  Services  Corporation*, 
a  wholly-owned  subsioary  of  The  Guardian  Life  Insurance  Company  of  Amenca. 

©199^  I  a  nee  Company  of  America 

201  Part-  Avenue  So^th,  New  York.  NY  10003 


, W  H  AT 


YOU  KNOW. 


The  days  of  getting 


SOMEWHERE  IN  THE  BUSINESS 


Today's  businesses,  at 
least  the  really  good 
ones,  put  the  emphasis 
on  using  your  bean. 
Because  some  businesses 
say  that  a  good  idea  can 
come  from  anywhere 
and  some  businesses 
really  believe  it  and  set  themselves  up  so 
that  good  ideas — wherever  they  come 
from — can  be  shared. 

Those  aforementioned  really  good  busi- 
nesse;  may  have  private  offices  and  walls, 
but  where  it  really  counts — attrtudinally, 
technologically  and  interactively — minds 
are  open,  people  are  accepting  and,  like 
the  neighborhoods  we  remember,  people 
help  each  other  out  the  best  they  can, 
when  they  can. 


WORLD  BECAUSE  YOU  KNOW 

THE  "RIGHT  PEOPLE" — 

WHOEVER  AND  WHATEVER 

THEY  ARE 

thls  week — are  ending. 
Hallelujah. 


Some  of  this  is 
because  of  computer 
technology  and  new 
technologies  for 
communication,  but 
most  of  it  comes  from 
people  realizing  that 
hoarding  information 
in  an  important  pile  on  the  credenza 
doesn't  make  an  executive  more  powerful. 

Our  business  applications  are  designed 
along  these  lines  of  thought.  For  example, 
Microsoft®  Office  is  a  family  of  software 
business  tools  designed  to  share  informa- 
tion and  work  seamlessly  together  Charts 
and  files  can  easily  be  imported  from  one 
application  to  another  And  each  is  easy 
to  use,  because  once  you've  learned  one 
application,  you  can  use  them  all. 
The  new  Microsoft  BackOffice  is  an 


integrated  information  system  built  on 
Windows  NT™  It  does  more  than 
tie  computers  together  It  facilitates  the 
flow  of  information  so  ideas  can  whiz 
around  the  office  quickly,  from  the  top 
down  and,  perhaps  more  importantly, 
from  the  bottom  up. 

And  since  Windows™  makes  using  a 
computer  so  easy,  you  can  use  more  of 
that  bean  of  yours  doing  your  job  and  less 
of  it  figuring  out  how  to  do  it. 

The  result  is  an  office  that  optimizes 
efficiency  and  encourages  the  most 
productive  kind  of  communication. 

The  kind  where  everybody  shares  what 
they  know  with  who  they  know. 

Microsoft' 


WHERE    DO    YOU    WANT    TO    GO    TODAY?" 


€>  1 994  M,crosoft  Corporation.  Al  ng^rts  reserved.  Windows  and  Windows  NT  are  trademarks  of  Microsoft  Corporation  for  rts  operating  system  products 
Mkrosoft  s  a  registered  trademark  and  Wwe  do  you  wan  osoft  Corporation. 
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whoever  and  whatever 

THEY  ARE 

this  week — are  ending. 
Hallelujah. 


Some  of  this  is 
because  of  computer 
technology  and  new 
technologies  for 
communication,  but 
most  of  it  comes  from 
people  realizing  that 
hoarding  information 
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tion and  work  seamlessly  together  Charts 
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The  new  Microsoft  BackOffice  is  an 
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flow  of  information  so  ideas  can  whiz 
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down  and,  perhaps  more  importantly, 
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I  What  Richard 
g    Archer  a. k. a. 
-    Santa  may  leave 
under  the  tree. 
53 


Catch  a  Rising 
Star  before  these 
firms  become 
household  names 
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ON  AMERICAN  INDUSTRY 


Introduction 
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125 
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126 
128 
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131 
134 
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MANAGEMENT/CORPORATE  STRATEGIES 


Christian  Music  40 

By  Lisa  Gubernick  and  Robert  La  Franco 
A  lot  of  young  people  are  starting 
to  rock  to  a  different  beat: 
Christian  music  has  moved  into 
the  popular  mainstream. 

Virgin  Atlantic  Airways  41 

By  Peter  Fuhrman 

Richard  Branson  is  young,  energetic 
and  a  billionaire.  He'll  need  all  those 
advantages  to  make  a  go  of  Virgin 
Atlantic  airline,  while  giving  Pepsi 
and  Coke  a  go  in  branded  colas. 


44 


On  The  Road  To  Novosibirsk 

By  Craig  Mellow 

What's  it  like  to  do  business  in  Rus- 
sia? To  get  a  gritty  glimpse,  ride  along 
with  us  and  a  load  of  furniture  from 
Moscow  bound  for  Siberia. 

Bandai  58 

By  Gale  Eisenstodt  and  Kerry  A.  Dolan 
Will  a  tough  little  Japanese  blonde 
become  the  new  obsession 
of  American  girls? 


MONEY  &  INVESTING 


Amiable  Dunces  43 

By  Matthew  Schifrin 

For  years  small  investors  have  been 
taken  to  the  cleaners  by  the  likes  of 
Robert  Brennan  and  Eugene  Mulvi- 
hill.  Pamela  Harriman  and  her 
high-powered  advisers  should 
have  known  better. 


DeVry 

By  Leslie  Spencer 

For-profit  DeVry  offers  a  college 
education  for  about  half  what 
taxpayer-subsidized  state 
universities  charge.  Does  that 
constitute  unfair  competition? 


46 


Taxing  Matters: 
Tax  Cut  Watch 

By  Laura  Saunders 
Are  you  counting  on  a  cut 
in  capital  gains  taxes?  Here's 
what  it  may  look  like. 
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"Give  an  Irish  horse  his  head.  They  know 
their  job,  all  you  have  to  do  is  trust  them." 

MHH   74 


"These  days 
girls  want 
to  be  equal 
or  even  stronger 
than  boys." 

^^m  58 


Statistical  Spotlight: 

Handicapping  The 

Home  Builders  119 

By  Eric  S.  Hardy 

The  rime  to  buy  into  a  cyclical 
industry  is  when  it's  in  the  dumps. 
Home  construction  is  in  the  dumps. 

The  Funds: 

Smoothing  The  Ride  286 

By  Mary  Beth  Graver 

Can  you  get  those  racy  emerging 
market  returns  without  taking  all  the 
risk  involved?  In  T.  Rowe  Price 
International  Stock  Fund  you  can. 

The  Forbes  Index  36 

The  Forbes/Barra 

Wall  Street  Review  283 

Forbes/IBES  Report 

On  Earnings  Forecasts  284 

Streetwalker  296 

NUI  Corp.;  Time  Warner; 
utilities;  Champion  Industries; 
update. 
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A  Christmas  List  120 

By  Howard  Banks 

The  Forbes/Gallup  poll  shows  that 
most  business  executives  hope  the 
Republicans  will  put  their  economic 
agenda  ahead  of  their  social  agenda. 
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289 
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290 
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293 
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By  Ray  Brady 
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Announcing  a  car  luxurious  enough 

for  the  conservative  right, 
and  sporty  enough  for  a  radical  left. 


The  Inpniti  G20t. 


1QQ4  Inpniti  Division  of  Nissan  Motor  Corporation  U.S.A. 


The  Infiniti  G20  has  always  been  more  than 
simply  an  affordable  model  in  our  luxury  car  line.  Its 
an  affordable  luxury  model  in  our  luxury  car  line. 

From  the  treatment  you  receive  when  you  buy 
it  to  the  amenities  you  enjoy  when  you 
drive  it,  the  G20 leaves  no  doubt  that  it  was  designed 
to  be,  above  all  else,  an  Infiniti. 

Now,  in  the  new  G20t  (for'touring"),  our  concept 
of  luxury  takes  a  considerably  more  aggressive  turn. 

To  the  road-gripping  qualities  of  the  G20's  stan- 
dard—  and  exclusive  —  multi-link  front  suspension, 
the  G20t  adds  a  viscous  limited-slip  differential  to 
help  increase  traction  on  less  predictable  surfaces. 

There's  a  leather-appointed  interior,  including 
power  sport  seats  with  lateral  bolsters  to  assist  in  hold- 
ing you  secure  under  such  conditions. 

There's  even  a  number  you  can  call  to  satisfy 
your  growing  curiosity.  It's  1-800-350-8030. 

That,  along  with  a  Guest  Drive*  at  your  Infiniti 
showroom,  should  clearly  demonstrate  that  no  mat- 
ter what  your  automotive  preferences  may  be  —  con- 
servative luxury  or  liberal  doses  of  performance  —  the 
experience  will  never  be  middle-of-the-road. 

It's  everything  tnats  possible". 

INFINITI. 
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Numbers  that  sing 

No  ONE  CAN  PERUSE  THE  NUMBERS  in  this,  our  47th  Annual  Report  I 
on  American  Industry,  without  being  impressed  by  the  evidence  of 
how  much  efficiency  has  improved  in  the  U.S.  corporate  world. 
Steve  Kichen,  our  senior  editor  in  charge  of  statistical  operations, 
supervised  the  gathering  and  analyzing  of  the  data.  He  sums  it  up: 
"Beyond  the  buzzwords  of  rethinking,  restructuring  and  downsiz- 
ing lies  a  fundamental  improvement  in  the  way  U.S.  business 
operates.  People  who  still 


Steve  Kichen 


talk  about  the  industrial  de- 
cline of  America  are  talking 
through  their  hats." 

But  don't  these  upbeat 
numbers  begin  to  smell  of 
inflation?  Steve  scoffs. 
"The  numbers  show  that 
raw  material  prices  are  up, 
but  only  back  to  the  levels 
of  the  1980s.  Cartels, 
unions  and  other  antimar- 
ket  forces — including  even 
governments — have  lost 
much  of  their  power  to  im- 
pose monopoly  prices.  The 
profit  rises  we  are  seeing 
come  not  so  much  from  raising  prices  as  from  controlling  costs  and 
delivering  more  product.  Computer  sales  are  through  the  roof,  but 
when  was  the  last  time  you  heard  of  a  computer  hardware  or  software 
company  raising  prices?"  Packed  with  the  vital  statistics  on  1,370 
companies  in  21  industry  groupings,  our  latest  Annual  Report  starts 
on  page  122. 

In  gathering  the  numbers,  Kichen  called  on  a  staff  of  20  and  a  fair 
concentration  of  computer  power.  It  wasn't  always  that  way.  At  46  a 
Forbes  veteran  of  15  years,  Steve  recalls  being  the  first  person  in  our 
editorial  department  to  have  a  microcomputer,  an  Apple  II.  Now  he 
sits  in  an  office  packed  with  electronic  equipment,  and  when  he  gets 
home,  there's  more  of  the  same:  Steve  is  using  a  computer  to  help, 
teach  English  to  his  newly  adopted  Vietnamese  son.  "I  am  rebuild- 
ing a  computer  for  him,"  Steve  reports,  "turning  an  old  IBM  AT  into  a 
multimedia  machine.  It  would  have  been  cheaper  to  buy  a  new  one, 
but  it's  more  fun  for  us  this  way."  How  old  is  Steve's  pupil?  Luan  is  4. 


Out,  out,  damned  gremlin 

There  isnt  another  business  reporter  who  writes  more  perceptive- 
ly about  aerospace  than  our  Howard  Banks,  but  Howard  has  briefly 
donned  a  metaphorical  hair  shirt.  "When  making  a  late  editing 
change  in  the  Informer  item  on  Gulfstream  (Dec.  19,  1994)"  he 
explains,  "I  missed  the  obvious  error  transposing  Beech  and  Cessna. 
I  know  as  well  as  I  know  my  name  that  Beech  is  owned  by  Raytheon 
and  Cessna  by  Textron .  Yet  somehow  the  slip  escaped  me."  Howard, 
it  escaped  me  and  a  couple  of  other  editors  as  well.  Must  have  been  a 
Christmas  gremlin  loose  around  the  place. 


\S  Editor 
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•  Revolutionize  the  way 


•  Print,  copy,  anrHtax  witho 
leaving  your  desk. 

•  Optimize  productive 

performance. 


Canon  has  created  a  totally 
new  concept  in  digital  office 
equipment  systems  that  redefines 
productivity  and  performance.  The 
Digital  Imaging  System  GP55  Series. 
It's  the  culmination  of  Canon's  tech- 
nological vision  that  is  designed  to 
meet  your  needs  now  and  in  the 
future.  It  functions  on  your  network 
as  a  30-ppm,  400  dpi  laser  printer 
that  can  staple,  sort,  and  duplex.  It's 
also  a  digital  copier  and  can  serve  as 
.a  Group  3  Fax.  All  this  without  ever 
having  to  leave  your  desk. 

The  GP55  Series  does  it  all  — 
with  a  unique,  optional  Multi-Device 
Controller  (MDC)  that  gives  you  the 
flexibility  to  configure  function 
boards  to  suit  your  needs.  And  since 


^^^..v'. 
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the  GP55  Series  utilizes  parallel  pro- 
cessing technology,  it  can  perform 
more  than  one  function  at  a  time. 
But  best  of  all,  the  GP5S  Series  inter- 
faces with  standard  network  proto- 
cols and  page  description  languages. 
So  now  everyone  on  your  LAN  can 
sit  behind  their  desk  and  benefit 
from  the  power  of  Total  Document 
Management.  Which  makes  this  a 
true  instrument  of  efficiency  and  pro- 
ductivity —  with  the  reliability  you've 
come  to  expect  from  Canon. 

As  usual,  Canon's  advanced 
technology  moves  you  further  ahead. 
When  the  rest  say  you  can't,  Canon  t 
says  you  can. 

For  more  information,  call 
1-800  OK  CANON. 
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How  sweet  it  is 

Can  A  $37  billion  company  really 
expect  to  post  rapid,  consistent 
growth?  Nestle's  efforts  to  do  just 
that  by  setting  up  production  in 
emerging  markets  looked  like  the 
right  recipe  to  Forbes  four  years  ago 
(Oct.  1,  1990). 

Bull's-eye.  Nestle  has  averaged 
8%  sales  and  9%  earnings  increases 
over  the  past  four  years,  despite 
global  recession.  Once  scorned  as  an 
opportunistic  outsider,  the  128- 
year-old  Swiss  firm  is  now  a  case  study 
in  blending  in. 

In  industrialized  markets,  Nestle 
remains  hungry  for  acquisitions — but 
only  at  the  right  price.  Three  years 
ago  it  bought  mineral  water  vendor 
Source  Perrier  for  a  net  cost  of  $1 .9 
billion,  or  12.5  times  operating  cash 
flow.  But  last  year  it  passed  on  pay- 
ing 1 5  times  operating  cash  flow  for 
Gerber  baby  foods,  which  instead 
went  to  Sandoz  Ltd. 

Is  Nestle  sated?  No  way,  says  Sal- 
omon Brothers  analyst  Les  Pugh.  He 
expects  the  company  to  announce 
some  big  acquisitions  in  the  next  few 
months.  The  likely  candidates: 
$519  million  for  Grand  Met- 
ropolitan's Alpo  pet  foods  (already 
announced),  $600  million  for  Quaker 
Oats'  European  pet  foods,  and 
$400  million  for  Allied  Domecq's 
Tetley  tea. 

Quite  a  shopping  list. 

-Marc  E.  Babej 


Russian  standoff 

On  Dec  3  Boris  Yeltsin  sent  a  spe- 
cial task  force  of  his  elite  presidential 
guards  to  raid  the  central  Moscow 
headquarters  of  Vladimir  Goussin- 
sky's  shadowy  Most  Bank,  which  we 
profiled  last  month  (Dec.  5).  Armed 
with  machine  guns  and  wearing 
combat  fatigues  and  balaclava  caps, 
Yeltsin's  men  ransacked  Most's 
headquarters  and  arrested  several 
Most  employees. 

Goussinsky  summoned  help 
from  friends  at  the  Federal  Counter- 
intelligence Service,  the  successor 
to  the  kgb.  But  the  Counterintelli- 
gence troops  were  turned  back  by 
Yeltsin's  men;  Yeltsin  promptly  fired 
the  Counterintelligence  official 
who  tried  to  help  Goussinsky. 

What  was  Yeltsin  up  to?  Through 


ail 

Russian  President  Boris  Yeltsin 
Attacking  corruption  or  political  rivals? 


a  spokesman,  Yeltsin  says  the  raid  wa: 
carried  out  to  find  "links  between 
Most  and  corrupt  functionaries  in 
state  and  municipal  organs."  In 
typically  blunt  fashion,  Yeltsin  was 
trying  to  intimidate  a  main  political 
rival,  Moscow  Mayor  Yuri  Luzhkov. 

Luzhkov  is  good  buddies  with 
Most  Bank's  Goussinsky  and  deposit? 
much  of  the  city's  cash  balances 
with  Most,  interest  free.  The  raid  wa: 
meant  to  uncover  proof  of  the 
strong  suspicions  that  Luzhkov 
creams  off  most  of  the  bank's  prof- 
its, and  thereby  weaken  him.  It  has 
already  added  to  the  clouds  over 
Goussinsky's  head. 

-Peter  Fuhrma> 


Not  a  pretty  picture 

"Holding  a  gun  to  their  heads,"  is 
how  Seidler  Cos.  analyst  Jeffrey  Logs 
don  describes  Savoy  Pictures  Enter- 
tainment's offer  last  month  to  bond- 
holders to  swap  $65  million  in  debt 
for  equity  at  a  reduced  price.  The 
move  follows  a  disastrous  financial 
and  theatrical  premiere  for  Savoy  anc. 
Chairman  Victor  Kaufman.  It  is  also  I 
a  far  cry  from  the  rosv  scenario  we  hac 
outlined  (Apr.  12,  1993). 

What  went  wrong?  Only  one  of 
Savoy's  first  six  films  made  money, 
and  the  firm  lost  $29  million  on  $57 
million  in  revenues  in  the  first  nine 
months  of  1994,  for  starters.  Kauf- 
man, who  previously  founded  Tri- 
Star  Pictures,  has  also  strayed  from 
his  low-risk  strategy  of  distributing 
films  since  taking  Savoy  public  in 
March  1993.  Instead,  he's  moving 
into  film  and  TV  production  and 
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wants  to  acquire  four  TV  stations. 

Investors  aren't  impressed.  After 
hitting  21  in  December  1993,  Savoy's 
stock  fell  70%  last  year,  to  a  recent 
6Vs.  Kaufman,  with  20  releases  set  for 
this  year,  insists  all's  well.  "We're  in 
by  far  our  strongest  financial  position 
ever,"  he  says.  Stay  tuned. 

-Marla  Matzer 


Glorox  cleans  up 

HAWKING  CAKE  mix  in  crusty  Brook- 
lyn neighborhoods  as  a  young  sales- 
man is  one  thing,  but  Forbes  fig- 
ured new  Chief  Executive  G.  Craig 
Sullivan  would  need  more  than 
moxie  to  turn  around  Clorox  Co. 
(Oct.  12,  1992).  At  the  time,  Clor- 
ox's  once  pristine  earnings  record  had 
been  soiled  by  ill-conceived  expan- 
sion into  everything  from  frozen 
foods  to  restaurant  equipment. 

Sullivan  has  delivered.  He  quickly 
sold  off  manv  noncore  businesses  and 
concentrated  on  the  products 
Clorox  knows  best — mainly  bleach 
and  cleaning  products  like  S.O.S 
soap  pads,  whose  operations  it 
bought  last  year. 

A  former  Procter  &  Gamble 
salesman,  Sullivan  is  also  aiming  to 
double  overseas  revenues  to  20%  of 
the  SI. 8  billion  firm's  total.  That 
means  focusing  on  high-growth 
markets  in  Latin  America,  Eastern 
Europe  and  Southeast  Asia. 

Wall  Street  likes  what  it  sees. 
Clorox's  stock  is  up  36%  since  our 
ston,',  to  a  recent  5Q1/2.  Says  Sulli- 
van: "The  key  is  staying  focused  and 
not  getting  outside  what  we  do 
best."  -Kerry  A.  Dolan 


Clorox  Chief  Executive  G.  Craig  Sullivan 

A  tighter  focus  has  investors  cleaning  up. 
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Are  you  wasting  millions  ? 


Without  some  rules  your  earnings 
per  share  are  being  eroded. 

The  HandiGuide®  has  over  320 
pages  providing  definitions,  rules, 
procedures,  tips,  and  techniques 
on  how  to  manage  every  Client 
Server  environment  from  an 
individual  department  to  a  work 
group  to  your  entire  company. 

The  best  $395  investment  you  can 
make  in  yourself  or  your  company. 

Name:         

Company:  

Address: 


Phone: 
Fax: 


40+ 

Positive  Support  Review,  Inc. 

2500  Broadway  -  Suite  320 
Santa  Monica,  CA  90404 

310  453-6100x120 

FAX  310  453-6253 


HandiGuide  is  a  registered  trademark  of  Positive  Support  Review.  Inc.  ••  Santa  Monica,  California 


Anywhere.  Or  here. 


Of  those  who 
travel  the  world, 
who  can  go  any- 
where, anytime, 
many  choose  to 
come  here. 

People  who  can 
make  once-in-a- 
lifetime  journeys 
on  a  whim  know 
our  staff  by  name. 
They  discover 
their  favorite 
seasons,  make 
The  Cloister  and 
Sea  Island  part  of 
their  lives.  And 
often  return  for 
a  lifetime. 

To  arrange  a 
first  visit,  call 
800-SEA-ISLAnd 
or  912-638-3611. 
Anytime. 

The  Cloister,  Sea 
Island,  GA  31561. 


THE  CLOISTER* 


Reserve  now  for  upcoming 

Spa  programs,  Food/Wine  Classic  XI, 

Cloister  Garden  Series, 

Financial  Seminar. 


Hyundai  Business  Group,  with 
over  US$58  bil- 
lion   in    sales, 
continues  to  grow  in  a 
wide  spectrum  of  business 
areas.  From  next  generation 
256M  DRAM  chips 
to  satellite  commu- 
nications, creating 
tomorrow' s  global  information 
superhighway.  From  a  full  line 
of  passenger  cars  to  all  types  of 


AUTOMOBILES.  ELECTRONICS,  SHIPBUILDING,  ENGINEERING  AND  CONSTRUCTION,  MACHINERY  AND  EQUIPMENT.  PETROCHf 


commercial  vehicles.  From  machine  tools  to  the  magnetic 
levitation  train,  the  ideal  mass 
transit  system  of  the  future. 
From  turn-key  engineering  and 
construction  projects  to  petrochemi- 
cals with  advanced  new  material. 
From  super  tankers  to  some  of 


***& 


^  ^^^    the  most  sophisticated  LNG  car- 
riers. Hyundai,  with    jfc* 


more  than  30  R&D  centers,  working  togeth- 
er,  creating   innovative   synergies,    ^ 


innovative  products. 


HYUNDAI 

Building  A  Better  World  Through  Innovative  Technology 


■ciJG  AND  TRANSPORTATIQN.Find  out  how  Hyundai  can  help  you  :  Hyundai  Corporation  KP.O.  Box  92,  Seoul,  Korea.  Tel  +82-2-746-1873,  Fax  +82-2-741-2341 . 
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Nowhere  to  hide 

The  Los  Angeles  Trial  Lawyers 
Association  just  changed  its  name,  to 
the  Consumers  Attorneys  Associa- 
tion of  Los  Angeles.  This  is  aimed  in 
part  at  deflecting  criticism  of  outra- 
geous lawsuits,  but  was  apparently 
triggered  by  O.J.  Simpson.  Trial 
lawyers  in  Los  Angeles  were  bom- 
barded by  calls  from  reporters  seek- 
ing comments  on  the  case — which 
ticked  them  off:  They  handle  civil, 
not  criminal,  cases. 

The  California  state  association  is 
considering  changing  its  name,  too, 
but  spokesman  Robert  Forsyth  con- 
cedes: "No  matter  what  we  call  our- 
selves, we  will  be  on  the  hit  list." 

-Damon  Darlin 


When  the  going 
gets  tough . . . 

FARE  WARS  have  finally  dinged  even 
industry  pacesetter  Southwest  Air- 
lines. But  leave  it  to  boss  Herb  Kel- 
leher.  He  has  hatched  a  new  plan  to 
stay  ahead  in  today's  brutal  market. 

Kelleher  persuaded  Southwest's 
2,000-strong  pilots  union  to  accept  a 
tough  ten-year  pay  contract:  no 
guaranteed  increases  over  the  first  five 
years,  only  three  of  just  3%  apiece  in 
the  second  five.  In  exchange,  the  pi- 
lots will  each  year  get  options,  to  be 
shared  amongst  them,  on  1 .4  million 
Southwest  shares.  Plus  the  pilots 
stand  to  get  profit- related  bonuses. 

Other  Southwest  workers  are  ex- 
pected to  agree  over  time  to  compara- 
ble packages. 

The  pilots  deal,  says  Gary  Kelly, 


Southwest's  Herb  Kelleh- 
Missiles  away. 
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Southwest's  chief  finance  officer, 
"will  cut  annual  costs  by  hundreds 
of  millions."  This  will  slash  South- 
west's  7-cents-a-mile  operat- 
ing cost,  a  target  the  rest  of  the 
industry  has  yet  to  match. 

Kelleher's  cost-saving  will  make 
things  tougher  for  Southwest  copy- 
cats like  Continental's  low-cost  Ca- 
lite  service,  Reno  Air  and  United  Air- 
lines' Shuttle,  the  last  of  which  Kel- 
leher calls  "an  intercontinental 
ballistic  missile  aimed  directly  at 
us!"  Looks  as  if  Herb  has  his  own 
version  of  Star  Wars. 

-Howard  Banks 


No  raise  for  him 

Orange  County's  investment  de- 
bacle shouldn't  have  taken  the  media 
by  surprise.  Wall  Street  Journal  re- 
porter Earl  C.  Gottschalk  Jr.  last  April 
wrote  about  the  risks  in  the  highly 
leveraged  portfolio,  but  the  rest  of  the 
media,  including  local  newspapers, 
failed  to  follow  up.  A  career  booster 
for  Gottschalk?  Nope.  He  was  one 
of  13  editorial  staffers  axed  by  the 
Journal  in  a  cost-cutting  move  this 
November.  -D.D. 

Soup's  on 

Over  the  past  few  years  a  lot  of  jal 
passengers  asked  where  they  could 
buy  the  soups  the  carrier  served  to 
first-class  and  business-class  passen- 
gers. Answer:  Since  last  summer,  in 
convenience  stores  across  Japan.  In 
August  Meiji  Seika  Kaisha,  Ltd.,  the 
Japanese  confectionery  and  pharma- 
ceutical maker,  began  selling  pow- 
dered versions  of  its  jal  beef  consom- 
me and  cream  of  corn  airline  soups 
to  retail  outlets.  What's  in  it  for  jal? 
Good  publicity:  The  jal  logo  goes 
on  the  package.  As  for  the  small  royal- 
ty the  airline  receives,  "It's  just  a 
soupcon,"  laughs  JAL  spokesman 
Geoffrey  Tudor.  -Lisa  Sanders 

Dances  with  dogs 

Kevin  Costner  made  big  wampum 
dancing  with  wolves,  but  Wyatt  Earp 
and  The  War  were  duds  and  the 
glamour  boy's  Easter  Island  epic 
Rapa  Nui,  which  he  produced  for 
$20  million,  grossed  less  than 
$300,000.  Now  poor  fellow's  been 


Kevin  Costner 
Water- 
logged? 


scalped  for  a  reported  $80  million  in  a 
divorce  settlement.  Nor  is  he  likely 
to  recoup  with  his  latest  flick,  Water- 
world,  in  production  in  Hawaii.  The 
film  is  way  behind  schedule  and  over 
budget.  Rumored  cost:  a  staggering 
$167  million.  -Marla  Matzer 


Ginger  snap 

epa  rules  require  that  pesticide  man- 
ufacturers conduct  separate  tests  for 
residual  chemicals  on  each  separate 
crop.  That  rigid  rule  has  almost 
wrecked  the  Hawaiian  ginger  root 
crop,  which  has  dropped  from  12  mil- 
lion pounds  to  a  bit  over  4  million, 
since  farmers  were  obliged  to  stop  us- 
ing methyl  bromide  to  prevent  fun- 
gus and  bacterial  wilt.  Yet  the  EPA 
permits  use  of  the  same  chemical  on 
strawberries.  Why  the  discrimination? 
Simply  that  the  ginger  crop  is  too 
small  to  make  testing  worthwhile  for 
manufacturers.  The  bureaucrats' 
rules  are  tough  luck  for  the  ginger 
growers.  -Seth  Lubovt 

Artificial  intelligence 

The  irs  is  bragging  about  a  com- 
puter program  its  artificial  intelli- 
gence lab  has  been  testing  since 
1990.  It  weighs  20  factors  to  decide 
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whether  a  given  worker  should  be 
treated  as  an  employee  or  a  self-em- 
ployed contractor.  Later  this  year 
the  agency  will  give  the  softw  are  to 
taxpavers  so  they  can  figure  out  for 
themselves  how  it  would  rule. 

Tax  experts  recommend  you  not 
depend  on  the  software.  The  IRS 
doesn't  like  independent  contrac- 
tors because  they  aren't  subject  to 
wage  w  ithholding  and  reporting 
and  supposedly  cheat  on  their  taxes. 
Last  year,  for  instance,  the  irs'  Chi- 
cago district  found  folks  to  be  inde- 
pendent contractors  in  less  than  1% 
of  the  cases  it  decided. 

"The  software  just  reflects  the 
IRS'  biased  views,"  says  Washington 
lawyer  John  Satagaj,  who  represents 
small  businesses  on  the  independent 
contractor  issue.        -Janet  Novack 

Hold  that  music,  please 

Callers  stay  on  hold  longer  when 
they  have  something  to  listen  to,  so 
more  offices  are  playing  the  radio  or 
prerecorded  songs.  They  may  be 
breaking  the  law,  warn  the  Ameri- 
can Society  of  Composers,  Authors, 
&  Publishers  (Ascap)  and  Broadcast 
Music,  Inc.  (bmi).  "There  are  a  lot  of 
businesses  using  music-on-hold 
that  don't  realize  they  need  to  get 
permission  from  the  songwriter," 
says  bmi  spokesman  Steven  Blinn. 

This  permission  Ascap  and  bmi 
will  gladly  provide  through  licenses 
that  can  cost  between  S140  and 
$1,200  a  year.  Or,  businesses  can  turn 
to  services  like  Muzak,  which 
charges  as  little  as  S30  a  month  for 
licensed  music. 

Under  current  federal  copyright 
law,  penalties  can  run  as  high  as 
$20,000  per  pirated  song. 

-R.  Lee  Sullivan  h 


WHERE     IDEAS     GO     FAR 


Only  Ofympus 
elevates 

Microcassette 
recording  to  the 
any  you  lire, 
work  and  think. 
To  an  earphone 
made  almost 
weightless, 
playing  yesterday  s 
meeting 
on  today's 
flight 
home. 
Or  to  a 
microphone 


PearicorderL400 

UICROCASSCTTE  HECOKQER 


that's  smaller  than 

a  cuff  link,  yet 

hears  a  voice  from 

across  the  room. 

So  consider  the 

.    possibilities. 

Made  all 

better  by 

Olympus. 


OLYMPUS 


-221  -3000.  Or  write  Olynr  pus  America  Inc.,  145  O:  s; 


FACE  TO  FACE 

This  morning,  out  across  America,  tens  of  thousands 

of  aircraft  operated  by  thousands  of  companies  will 

roll  down  runways  or  lift  off  from  heliports  in  the 

pursuit  of  profit. 

Every  year,  they  fly  millions  of  their  employees  and 

customers  to  thousands  of  sites  -  safely,  on  their  own 

schedules,  in  an  office  environment,  out  of  earshot 

and  view  of  the  competition,  improving  productivity 

and  sales,  increasing  shareholder  value  and  saving 

time  and  money,  or  so  say  the  passengers. 

We'd  like  to  send  you  a  few  of  their  stones.  For  a  free 

copy  of  our  new  brochure,  or  for  more  information 

about  the  value  of  business  aircraft,  please  call: 

(800)  9-AVIATE 


NO  PLANE  NO  GAIN 


A  joint  program  of  the  National  Business  Aircraft  Association 
and  the  General  Aviation  Manufacturers  Association. 


Equitable  is  The  Equitable  Companies  Incorporated  Life  insurance  and  annuity  contracts,  including  variable  annuities  and  variable  life  insurance,  are  issued  by  The  Equitable  Life  Assurance  Society  of  the  United  States  or  Equitable 


Scary  thought.  When  you  work  lor  yourself,  you've  pot  to  take  care  of  yourself.  (Unless 
>ti  expect  to  "work  forever.) 

Fortunately,  r^quitable  has  some  unusually  easy  ways  tor  you  to  sock  it  away  tor  tomorrow. 

an  introduce  you  to  an  array  of  mutual  tunas,  variable  annuities  ana  lite  insurance  —  ideas 
to  help  you  plan  the  future  —  some  that  even  help  defer  taxes. 

1  ;  find  out  more  about  these  products,  including  charges  and  expenses,  ask  your  agent  tor  a 
prospectus .  Be  sure  to  read  it  carefully  before  you  invest  or  pay  money. 

And  do  it  soon.  Of  all  the  things  you  have  to  do  for  yourself  now,  this  one's  for  tomorrow. 
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Attention! 

Sir:  The  U.S.  Army's  molding  pro- 
cess is  unsurpassed  in  leadership  de- 
velopment and  training  ( "We're  not 
authoritarian  goons,"  Oct.  24,  1994). 
Throughout   history,  the  American 
soldier  has  been  renowned  for  his 
creativity,      resourcefulness,      quick 
thinking  and  willingness  to  take  the 
initiative.  When  these  attributes  are 
tested  in  the  Army's  leader  develop- 
ment process,  the  end  product  is  the 
finest  military  leaders  in  the  world. 
-Joe  R.  Reeder 
Under  Secretary  of  the  Army 
Washington,  D.C. 

Saluting  the  uniform 

Sir:  Re  Fact  &  Comment  (Oct.  10, 
1994).  Military  members  quickly 
learn  to  look  at  people's  faces,  not 
their  apparel.  In  mufti  [civilian 
clothes],  I  have  frequently  been  told 
by  civilians,  "I  didn't  recognize  you 
out  of  uniform."  You  never  hear  this 
from  military  people.  After  working 
with  others  in  uniform,  clothes  be- 
come secondary  to  the  person  in- 
side them. 

-Randolph  J.  Willard 
Lieutenant  Commander,  USN 
Idaho  Falls,  Idaho 


Changing  clothes 

Sir:  Re  "Dressing  down"  (Dec.  5, 
1994).  Because  of  our  casual  and  for- 
mal product  offering,  Hartmarx  views 
the  casual  versus  dress-up  issue  from 
both  sides  of  the  argument.  Unques- 
tionably, a  wider  acceptance  of  casual 
apparel  is  here  to  stay,  but  so  is  formal 
apparel.  Fashion  and  trends  have  one 


Ringo  Starr  in 
a  Nehru  jacket 
Changing 
times,  changing 
clothes. 
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thing  in  common:  change.  Forbes 
might  have  pondered  what  happened 
to  the  Nehru  suit,  double  knit  and 
texturized  polyester  fabrics,  turtle- 
neck  shirts  to  replace  dress  shirts  and 
neckties,  the  leisure  suit,  etc.  Socie- 
ties, more  mature  than  ours,  in  West- 
ern Europe  figured  that  phenome- 
non out  long  ago. 
-E.O.  FIand 

Chairman  and  Chief  Executive 
Hartmarx  Corp. 
Chicago,  III. 

Power  play 

Sir:  Re  "Where  have  all  the  salmon 
gone?"  (Nov.  21,  1994).  In  1994-95 
Bonneville  Power  Administration  will 
subsidize  Northwest  aluminum  com- 
panies to  the  tune  of  $358  million. 
Agribusiness  irrigators  will  get  about 
$15  million  of  subsidized  power 
[and]  BPA's  utility  customers  will  get 
about  $200  million.  Bonneville's  nu- 
clear power  plant  gambling  debt  of 
about  $13  billion  in  principal  and 
interest  created  [one  of]  the  nation's 
largest  municipal  bond  default[s]. 
-Ed  Chaney 
Eagle,  Idaho 

Sir:  The  aluminum  spokesman  will 
tell  you  all  about  the  millions  of  dol- 
lars his  industry  has  shelled  out  for 
salmon  recovery.  Wrong,  bpa  fish  and 
wildlife  costs  are  fully  allocated  to 
Federal  Base  System  customers.  The 
aluminums  pay  no  fish  and  wildlife 
costs. 

-Phil  Lansing 
Boise,  Idaho 

Foie  gras  fracas 

Sir:  Forbes  shows  a  callous  indiffer- 
ence to  animal  suffering  by  glorifying 
the  business  acumen  of  Ms.  Daguin 
("Diversifying  into  pate  de  foie  gras," 
Nov.  21,  1994).  Daguin's  financial 
windfall  derives  from  a  life  of  daily 
misery  [for]  ducks  and  geese. 
-Penelope  Malone 
Atlanta,  Ga. 


Creditworthy 

Sir:  Concerns  about  fraud  in  the 
earned  income  tax  credit  program 
("The  worm  in  the  apple,"  Nov.  7, 
1994)  are  well  placed  but  are  being 


addressed.  The  Justice  Department  i 
aggressively  prosecuting  tax  preparer 
who  use  the  eitc  to  defraud  the  feder 
al  government,  and  the  irs  will  dcla; 
refunds  on  any  questionable  returi 
with  an  invalid  or  missing  taxpaye 
identification  number. 
-Barbara  B.  Kennelly 
U.S.  Representative  (D-Conn.) 
Washington,  D.C. 

Scouting  for  virtue 

Sir:  We  at  the  Girl  Scouts  certainl; 
agree  with  Armstrong  Williams'  state 
ment  that  there  are  extremely  higl 
societal  costs  connected  with  the  los 
of  civic  virtue  ("Virtue  pays,"  Oct.  1C\ 
1994).  Girl  Scouting  has  a  dramati 
effect  on  girls'  lives  and,  in  the  lonj 
run,  on  our  country's  economy.  Girl 
learn  important  life  and  career  skills 
develop  a  strong  sense  of  self,  anc 
work  toward  becoming  contributor1 
to  society  rather  than  a  drain  on  ou 
country's  resources. 
-Mary  Rose  Main 
National  Executive  Director 
Girl  Scouts  of  the  U.S.A. 
New  York,  NT. 

A  healthy  stock 

Sir:  Re  "Be  careful  of  those  retreads,'! 
(Dec.   5,   1994).   General   NutritioT 
Cos.'  IPO  was  at  $16  per  share  on  Jar 
21 ,  1993  and  the  July  14, 1993  offerl 
ing  Forbes  cites  was  a  secondary  oil 
fering.  gnc's  stock  has  appreciate' f 
more  than  250%  since  the  IPO  am 
more  than  50%  since  the  secondar 
offering.  Not  bad  for  a  "retread." 
-William  E.  Watts 
President  and  Chief  Executive 
General  Nutrition  Cos. 
Pittsburgh,  Pa. 

Live  it  lip 

Sir:  Re  "The  big  black  hole"  (No;' 
21,   1994).  Life  expectancy  has  ir 
creased  by  slightly  over  1 1  years  sine 
the  Social  Security  plan  was  original 
ed  in  1935.  You  can't  go  now  t 
people  and  tell  them  they  will  have  t 
wait  forever  for  their  benefits,  but  yo 
can  push  them  up  a  year  [at  a  time 
until  the  younger  ones  are  payin 
until  72.  This  is  fair. 
-Carlton  Gladder 
Spokane,  Wash. 
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It  has  broken  the  record 


The  performance  specifications  will  tell 
you  these  extraordinary  new  Citationjets  go 
437  mph.  But  the  sales  figures  will  tell  you 
^they're  going  even  faster. 

Since  its  introduction,  the  Citationjet  has 
outsold  every  other  turbine  business  aircraft 
in  the  world. 

This  impressive  acceptance  is  due  to  the 
breakthrough  performance  of  the  aircraft.  It 
delivers  jet  speed  on  less  fuel  than  the  much 
lower  turboprops  it's  replacing. 

It  even  costs  less  to  purchase. 


And  this  jet  is  so  simple  to  %  it's  EAA 
certified  for  single-pilot  operation. 

There  are  many  more  reasons  why 
Citationjets  are  selling  like  no  other  aircraft 
on  earth.  This  is  just  a  short  stack  of  them. 

For  the  rest  of  the  story,  call  Gary  W.  Hay, 
Senior  Vice  President  of  Marketing  at 
1-800-4-CESSNA. 


Citationjet 


Cessna 

A  Textron  Company 


HASBRO  INC   •  THE  NEW  YORK  TIMES  COMPANY   •    HANOVER  DIRECT  INC   •   TURNER  BROADCASTING  SYSTEM  INC   •    IVAX  CORPORATION 


IVAX    Corporation 


One    of    the 

301    companies    to 

switch    from    nasdaq 

to   the   amex 

since   January    1987. 


Less    Volatility 

Short    Sale    Protection 

Narrower    Spreads 

AMERICAN  STOCK  EXCHANGE 

The    Smarter    Place    To    Be 


VIACOM    INC    •    CABLEVISIONSYSTEMS    CORP    •    FOREST   LABORATORIES    INC    •    AMDAHL   CORPORATION    •    CHEYENNE   SOFTWARE   INC 


For    more      nformation    contact    Dick    Syron,    Chairman,    at    212-306-5353. 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 


By  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


RE  ORANGE  COUNTY 


A  less  publicized,  less  sensational  but  ultimately  even 
more  costlv  speculation  was  made  by  the  Clinton  Admin- 
istration in  its  financing  of  the  national  debt.  When 
interest  rates  plummeted  in  1993,  the  Treasury  Depart- 
ment began  shortening  the  average  maturity  of  U.S. 
securities  instead  of  locking  in  those  low,  long-term  rates. 
(Millions  of  homeowners  and  corporate  borrowers,  of 


course,  wisely  did  the  opposite.)  The  Administration,  for 
example,  cut  back  the  issuance  of  30-year  bonds.  Instead 
of  auctioning  such  securities  four  times  a  year,  it  now 
does  so  only  twice. 

Washington  went  shorter  to  make  the  deficit  look 
smaller.  This  cute,  short-term  maneuver  is  going  to  cost 
us  and  our  heirs  billions  of  dollars  in  the  years  to  come. 


DON'T  OVERREACT 


The  Orange  County  fl\sco  should  not  panic  regula- 
tors to  severely  restrict  or  ban  derivatives.  Properly 
used,  they  are  amazingly  effective  for  employing  capital 
more     efficiently.     All     financial     instruments — stocks, 


bonds,  junk  bonds,  bank  deposits,  commercial  paper, 
etc. — have  proven  invaluable,  and  all  have  been  at  times 
misused  or  abused.  The  key  here  is  faster,  more 
complete  disclosure. 


UNNECESSARY,  BUT  TEMPORARY,  TURMOIL 


The  now  strongish  economy  will  weaken  as  the  Fed's 
high  interest  rates  really  begin  to  bite.  Consumers  can't 
keep  increasing  their  indebtedness  at  the  current  pace, 
especially  as  those  with  variable-rate  mortgages  are  writ- 
ing bigger  and  bigger  monthly  checks.  The  President's 
1993  tax  increases  will  also  hurt.  Just  as  Republicans 
predicted  they  would,  budget  receipts  from  high-income 
earners  are  coming  in  below  expectations.  These  people 
will  cut  back  purchases  instead  of  dipping  into  savings  or 
boosting  their  borrowings  as  they  did  in  1994. 

The  slowdown  will  easily  be  turned  around  if  the  Fed 
finally  finds  its  way  out  of  its  destructive  operational  rut 
and  if  President  Clinton  goes  along  with  congressional 
Republicans  to  cut  the  capital  gains  lew  and  ease  other 
tax  burdens.  Another  economic  depressant — the  Admin- 
istration's regulatory  binge  inflicted  by  agencies  such  as 


the  FDA,  EPA,  FCC,  OSF1A  and  the  Justice  Depart- 
ment— will  be  largely  lifted  by  the  new  Congress. 

The  Federal  Reserve  raised  interest  rates  in  the  name  of 
fighting  inflation,  yet  continued  to  add  liquidity  to  the 
banking  system.  That's  why  long-term  rates  went  up  so 
much  in  1994.  The  Board's  governors  will  soon  see  the  er- 
rors of  their  ways,  but  unnecessary  damage  has  been  done. 

The  coming  turbulence  in  the  economy  and  financial 
markets  will  only  temporarily  mask  our  extraordinary 
strengths.  The  U.S.  is  bursting  with  fabulous  innovations 
in  the  fields  of  information  technology  and  medicine. 
Fiscal,  monetary  and  regulatory  barriers  to  realizing  our 
full  potential  will  begin  to  be  removed.  By  year's  end, 
stocks  will  be  stronger,  interest  rates  will  be  lower  than 
they  are  now,  and  the  economy  will  be  poised  for  sub- 
stantial growth. 


FLAT  LIES  AGAINST  FLAT  TAX 


When  House  Majority  Leader 
Dick  Armey  (R-Tex.)  proposed 
his  flat  tax  plan  several  months 
ago,  opponents  quickly  realized  it 
would  have  potent  public  appeal. 
A  family  of  four,  after  all,  wouldn't 
start  paying  the  17%  rate  until  its 
income  exceeded  $36,800. 

Tax-and-spenders  like  the  flat  tax 
about  as  much  as  veteran  politicians 
do  term  limits.  Detractors  have 
been  reduced  to  labeling  the  idea  as 
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Robert  Mclntyre,  TechnoPolitics  host  Tim  White, 
MSF  Jr.:  Cooking  the  numbers  won't  cook  the  flat  tax. 


a  giveaway  to  the  rich  and  to  engag- 
ing in  bogus  arithmetic  to  show  a 
flat  tax  would  balloon  the  deficit. 

One  tax-and-spend  advocacy 
group,  which  in  Orwellian  fashion 
calls  itself  Citizens  for  Tax  Justice 
(CTJ),  charged  that  the  Armey 
plan  would  swell  the  deficit  any- 
where from  $120  billion  to  $320 
billion.  Armey,  who  has  a  doctor- 
ate in  economics,  and  respected 
tax  experts  found  serious  flaws  in 
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CTJ's  arithmetic.  As  Armey  explained,  "CTJ  assumed 
that  no  taxes  would  be  paid  on  $471  billion  worth  of 
government  purchases.  This  is  plainly  incorrect  because 
for  every  dollar  the  government  spends  to  purchase  items, 
firms  or  individuals  receive  a  dollar  of  income  which  is 
taxable  under  the  plan."  The  Treasury  Department,  in  a 
similar,  preelection  attack,  made  what  it  now  acknowl- 
edges was  a  $500  billion  error.  You'd  think  that  with  the 
discovery  of  these  and  other  such  monumental  flaws,  the 


deficit  argument  would  disappear.  Think  again. 

Opponents  still  brazenly  cry  "deficit."  In  a  short  debafc 
with  me  on  the  PBS  show  TechnoPolitics,  Hat  tax  opponen 
and  CTJ  Director  Robert  Mclntyre  trotted  out  thi 
discredited  argument.  When  I  called  him  on  it,  he  shrilly 
falsely  asserted  Armey's  arithmetic  was  at  fault,  not  his. 

Hearings  will  be  held  on  the  Armey  plan  in  the  nev 
Republican  Congress.  It  will  take  more  than  such  shame- 
less mendacity  to  derail  it. 


CURBING  REGULATORY  COMMISSARS 


Senator  (and  putative  presidential  candidate)  Phil 
Gramm  (R-Tex.)  has  put  forth  a  bill  called  the  "Private 
Property  Rights  Restoration  Act."  Quick  passage  would 
sharply  curtail  Washington's  increasingly  capricious  im- 
position of  stringent  controls  on 
people's  private  property.  Agen- 
cies such  as  the  EPA,  the  Army 
Corps  of  Engineers  and  the  In- 
terior Department  have  effec- 
tively denied  more  and  more 
people  use  of  their  land  in  the 
name  of  preserving  wetlands, 
endangered  species,  desirable 
recreation  sites,  etc. 

The  Constitution  specifically 
prohibits  the  government  from 
taking  somebody's  property 
without  just  compensation.  If 
the  government  wants  land  for  a  highway,  it  must  pay  fair 
market  value  for  the  land.  But  bureaucrats  virtually  seize 
people's    property    with    so-called    regulatory'    takings 


valueless.  It's  both  constitutional  and  fair  that  owners  b 
compensated  for  their  property,  since  these  takings  ar> 
allegedly  done  on  behalf  of  the  public  interest. 

Gramm's  bill  would  allow  any  owner  of  real  property  t< 
*  sue  the  U.S.  government  if  a  reg 
ulatory  action  reduces  the  valu 
of  his  or  her  holdings  by  at  leas 
25%  or  $10,000,  whichever  i 
less.  The  Feds  would  be  oblige< 
to  pay  the  owner  for  the  fu 
amount  of  the  diminution  in  val 
ue.  If  the  owner  so  chose,  h 
could  receive  the  property's  fai 
market  value  and  relinquish  th 
property  to  the  government.  Thi 
compensation,  as  well  as  reinr 
bursement  of  the  property  own  | 
er's  legal  fees,  would  be  paid  ou 
of  the  budget  of  the  agency  that  issued  the  regulation. 

Gramm's  proposal  would  restore  a  sense  of  accountabil 
ity  to  regulators  who,  up  to  now,  have  been  largel1 
uninhibited  in  issuing  increasingly  arbitrary  decrees. 
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These  rulings  can  render  somebody's  land  almost  useless, 

HOW  TO  HAMSTRING  HYENA-UKE  LITIGATORS 

case  made  it  to  the  Pennsylvania  Superior  Court  before 


The  new  Republican  Congress  must  enact  a  variant  of 
the  so-called  English  Rule,  which  forces  the  loser  of  a 
lawsuit  to  pay  part  or  all  of  the  other  side's  fees.  Britain 
has  long  had  such  a  statute,  and  it's  time  we  did  as  well. 
Meaningful  provision  for  recovering  attorneys'  fees 
would  eliminate  frivolous  litigation. 

In  a  recent  case  that  underscores  the  need  for  action, 
three  people  stole  a  Domino's  Pizza  delivery  vehicle  and 
crashed  it  into  a  utility  pole,  injuring  one  of  the  thieves.  This 
passenger  proceeded  to  sue  Domino's  for  damages,  claim- 
ing the  deliveryman  was  negligent  in  leaving  the  motor 
running  while  making  his  delivery.  The  plaintiff-thief's 


was  definitively  dismissed.  Domino's  spent  tens  of  thou 
sands  of  dollars  to  defend  itself  against  this  absurd  action 

The  time  and  money  involved  litigating  such  insane  nu  [ 
sance  suits  has  unfortunately  persuaded  many  defendani 
and  insurance  companies  to  quickly  settle  out  of  cour  j 
This,  in  turn,  merely  whets  the  appetite  of  vulture  attorne)  \ 
to  clog  the  courts  with  even  more  meritless  litigation. 

Despite  lavish  contributions  from  the  trial  bar,  Pres  1 
dent  Clinton  would  be  hard  put  to  veto  an  attorneys'  fet 
recovery  rule.  The  impact  of  such  a  measure  on  produi 
tivitv  and  growth  would  be  truly  fantastic. 


L  BLOOD 

&ssie  Thorunfiibrals 


HORSING  AROUND 

Even  nonhorsey  people,  including  those  of  us  who  have  convinced 
readers  that  our  writings  are  from  the  south  end  of  a  horse  going 
north,  will  find  these  two  books  stirring,  absorbing.  Richard  Stone 
Reeves  is  by  far  the  foremost  painter  of  champion  Thoroughbreds  in 
the  world  today.  His  subjects  in  Royal  Blood  (text  by  Jim  Bolus, 
The  Blood-Horse,  Inc.,  $75)  range  from  Man  o'  War,  nearly  a 
century  ago,  to  last  year's  Preakness  winner,  Tabasco  Cat.  Reeves 
brilliantly  brings  to  life  each  of  these  extraordinary  animals.  In  the 
Irons — by  Gary  J.  Benson  (text  by  Phil  Maggitti,  Howell  Book 
House,  $50).  Benson's  four-color  photos  are  more  evocative,  pack 
more  action  than  any  video  or  movie.  Unlike  most  coffee  table 
volumes,  these  are  too  well  done  to  collect  dust.  M 
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Nicholas  -Applegate  has 
turned  the  world  upside  down! 


You'd  be  surprised  at  all  the  good  things  you  can  find 
when  you  turn  the  world  upside  down  and  give  it 
a  good  shake.  That's  why  Nicholas-Applegate  takes  a 
"bottom-up"  approach  to  global  investing  — an  approach 
that  focuses  on  the  growth  prospects  of  individual 
companies,  rather  than  on  economic  trends. 

We  vigorously  shake  up  the  financial  data  on  over 
24.000  companies  worldwide  to  remove  the  distortions 
caused  by  accounting,  tax  and  cultural  differences.  This 
allows  us  to  compare  the  world's  top-ranked  companies 
to  each  other  regardless  of  what  country  or  industry 


they  are  in... and  choose  those  we  think  are  best  for 
our  Worldwide  Growth,  International  Growth,  and 
Emerging  Countries  mutual  funds. 

In  this  right-side  up  world,  you  may  find  it's  more 
profitable  to  turn  things  upside  down  for  a  change. 
To  find  out  more  about  our  international  funds,  please 
call  us.  We'll  send  you  a  fact  kit  with  a  prospectus 
containing  more  complete  information  about  charges, 
expenses  and  the  risks  associated  with  global  investing 
(including  political  and  currency  risks)  to  read  carefully 
before  you  invest.  Call  today  1-800-551-8043. 


Nicholas  Applegates  mutual  funds 

Nicholas-Applegate  Securities,  Distributor    600  West  Broadway,  30th  Floor    San  Diego,  CA  92101 
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Work  hard  all  your  life  and  where 
does  it  get  you?  Park  Avenue. 

It  rewards  you  with  increased  power  from  its  new  205-horsepower 
3800  Series  II  V6  engine.  Dual  air  bags.  Available  heated  front  seats 
and  dual  ComforTemp  climate  control.  Plus  the  security  of  anti- 
lock  brakes  and  available  traction  control.  You've  worked 
hard  to  get  where  you  are.  Park  Avenue  will  work 
beautifully  to  get  you  where  you're  going. 
To  learn  more,  call  1 -800-4 A-BUICK. 


BUICK 

The  New  Symbol  For  Quality 
In  America. 


©199-4  GM  Corp.  All  rights  reserved.- ,1\ 
i      '  I   Park  Avenue  is  a  registered  trademark 
of  GM  Corp.  Buckle  up.  America! 
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Other  Comments 


Parking  Privileges 

Those  guys  at  the  IRS  [have]  hit 
White  House  officials  with  hefty  tax 
bills  for  free  parking — but  found  a 
way  to  lighten  their  own  load  for  the 
same  privilege. 

IRS  officials  pay  next  to  nothing  in 
taxes  for  their  free  parking  spaces — 
because  the  spaces  are  not  reserved 
by  name.  At  the  White  House,  free 
parking  is  assigned  by  name — and  the 
IRS  has  sent  notices  for  back  taxes  to 
Clinton  staffers.  "This  is  going  to 
cost  me  $2,000,"  one  White  House 
official  complained. 
-The  Washinjjtonian 

Inflating  Egos 

America's  central  bankers,  as  well  as 
their  counterparts  abroad,  are  running 
economic  policy  in  a  global  era  from  a 
playbook  written  for  a  relatively  closed 
national  economy.  They  are  fighting  the 
inflation  wars  of  times  gone  by,  and  the 
markets  keep  cheering  them  on.  Vigi- 
lance against  inflation  is  a  legitimate 
aim,  but  the  Fed's  parallel  goal  must  be 
to  ensure  the  health  of  all  money  and 
capital  markets  in  their  depth,  breadth, 
and  liquidity.  Today,  that  task  requires 
a  v  ach  far  subtler  than  the  broad  swipe 
of  interest  rate  hikes. 

The  Fed  must  reassess  the  suprema- 
cy given  to  both  its  inflation  fight  and 
the  use  of  interest  rates  as  its  primary 
policy  tool.  Inflation  is  far  less  threat- 
ening than  the  prospect  of  recession  or 
slow  growth,  and  raising  interest  rates 


to  dampen  inflation  offers  a  cure  that 
is  often  far  worse  than  die  disease.  Suc- 
cessful reform  will  allow  the  Fed  to  get 
off  the  back  of  the  U.S.  economy  and 
give  America  the  more  robust  levels  of 
growth  that  it  deserves. 
-James  D.  Robinson  III,  Pres- 
ident, J.D.  Robinson  Inc.  and 
former  CEO,  the  American 
Express  Co.,  Foreign  Affairs 


Great  minds  discuss  ideas, 
average  minds  discuss  events, 
small  minds  discuss  people. 
-Hyman  G.  Rickover  (1900- 

1986),  admiral,  U.S.  Navy, 

in  Qiiotable  Business, 

by  Louis  E.  Boone 

Boobs  in  Toyland 

Remember  the  new  government 
ethics  rules  signed  into  existence 
when  Mr.  Clinton  assumed  the  pres- 
idency? The  rules  weren't  able  to  stop 
Travelgate;  nor  the  use  of  Marine 
helicopters  to  staff  golf  outings;  nor 
was  Whitewater  blunted  by  the  new 
ethics  dicta.  The  new  rules  are  start- 
ing to  bite,  however:  The  Marines  are 
under  orders  to  cut  back  their 
involvement  with  the  Toys  for  Tots 
campaign. 

No  more  using  Defense  vehicles 
for  transporting  toys.  No  more  using 
Marine  Corps  warehouse  space  to 
store  children's  presents.  No  more 


"To  be,  or  not  to  be. 


taking  up  military  computer  memor) 
with  lists  of  toy  donors  and  recipients 
Nor  can  Marines  solicit  donations 
even  if  the  goodies  are  trucked  anc 
warehoused  by  civilians. 

Clinton  continues  his  charn 
offensive  with  the  military.  Gays  an 
in;  helping  poor  kids  on  the  home 
front  is  out.  Uniformed  cocktai 
waiters  and  caddies  are  in;  clear  mis 
sions  and  the  wherewithal  to  fulfil 
them  are  out. 
-Washington  Times 

Taxing  Problem 

If  taxpayers  over  the  years  had  pak 
their  taxes  the  same  way  they  mak< 
rent  or  car  payments,  the  governmen 
never  could  have  grown  as  large  as  i 
has.  Only  by  taking  people's  monc 
before  they  ever  see  it  has  the  gov 
ernment  been  able  to  raise  taxes  t< 
their  current  level  without  igniting 
rebellion.  My  [flat  tax]  plan  woul< 
end  withholding  and  put  a  perma 
nent  check  on  the  confiscator 
appetites  of  the  political  class. 
-Representative  Dick  Armey 
( R-Tex. ),  Wall  Street  Journal 

It's  Simple 

Property-rights  advocates  argu 
that  many  of  the  actions  undertake 
in  the  name  of  species  protection  an 
wetlands  preservation  violate  th 
Fifth  Amendment  clause,  "nor  sha 
private  property  be  taken  for  publi 
use,  without  just  compensation."  3 
the  public  wants  to  protect  endar 
gered  species  or  preserve  a  sceni 
vista,  the  public  should  be  willing  t 
pay  for  it,  just  as  it  pays  for  highway 
parks  and  other  "public  goods."  Th 
costs  should  not  be  imposed  on  whe 
ever  is  unfortunate  enough  to  hoi 
title  to  a  coveted  piece  of  land. 
-Jonathan  H.  Adler, 
National  Review 

Hardware 

The  Salvation  Army  called  o 
women  to  donate  unwanted  bra 
The  bras  would  be  recycled  into  roc 
insulation  for  poor  families. 
-The  Economist 
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Must  be  a  bottle 

of  Remy  Martin  in  there 

somewhere. 


MEMY  MA1TIM 

Remy  Martin  Fine  Champagne  cognac.  Exclusively 
from  grapes  of  the  Cognac  region's  two  best  areas. 


To  learn  more  about  cognac  and  the  world 

of  Remy  Martin,  call  1-800- 67 8-REMY for  our 

10-minute  video.  Complimentary, 

while  supplies  last;  offer  expires  8-31-95. 


"Did  the  weatherman 

say  anything  about 
solar  winds  tonight?" 


It  wasn't  a  rainstorm  that  knocked  out  the 
power  in  Quebec,  Canada,  and  disrupted  service 
in  seven  states  in  March  1989-  It  was  the  sun. 

In  addition  to  light  and  heat,  the  sun 
radiates  an  electrically  charged  gas  called  plasma, 
or  solar  wind.  When  the  solar  wind  penetrates 
the  Earth's  magnetic  field,  it  creates  spectacular 
light  shows  known  as  the  Northern  and 
Southern  Lights. 

It  can  also  create  havoc. 

Solar  wind  has  disrupted  radio  communi- 
cations, navigation  systems  and,  as  it  did  in 
March  1989,  caused  a  massive  power  blackout. 

To  help  predict  these  potentially  dangerous 
"space  weather"  conditions,  NASA  launched  the 
Wind  satellite  on  November  1,  1994.  The  first  of 
two  spacecraft  in  NASA's  Global  Geospace  Science 
program,  and  part  of  an  international  satellite 
network,  Wind  will  study  the  mass,  momentum  and 
energy  of  the  solar  wind  for  the  next  three  years. 

The  data  it  sends  back  will  provide  the 
early  warning  needed  to  minimize  solar  wind 
damage  to  radar,  microelectronics  and  the  power 
supplies  of  entire  cities. 

As  the  company  that  designed  and  built 
Wind,  which  already  is  providing  useful  data  to 
scientists,  Martin  Marietta  is  proud  to  be  a  part 
of  the  extraordinary  NASA  and  Goddard  Space 
Flight  Center  team. 

What  they  learn  in  space  today  will  safeguard 
the  quality  of  life  on  Earth  tomorrow. 
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CIGNA  Individual  Insurance  products  are  offered  by  Connecticut  General  Life  Insurance  Company  and  other  operating  subsidiaries^!  CIGNA  Corporation. 
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4'7a      Anyone  can  have  a  good  day  in  the 

r  a  bad  day.  But  wouldn't  it  be  a  nice  change  to  have  a  good  dec 

With  CIGNA  fixed  rate  annuities  you  can.  We  offer  guaranteed, 

tax-deferred  growth.  With  long-term  security  for  your  savings.  If  you'n 

looking  for  comfortable,  steady  income  for  as  long  as 

you  need  it,  call  us  at  1.800.889.7788.  And  have  a  nice  decade. 


CIGNA  Individual 
Insurance 

A  Business  of  Caring. 


Commentary 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Chairman 


HAPPY  NEW  YEAR 


The  beginning  of  the  New  Year  is  an  appropriate  time 
to  reaffirm  hopes  for  1995  that  the  new  Congress  will 
carrv  out  its  resolutions:  to  govern  responsibly;  to  fulfill  the 


Contract  With  America;  and  to  perform  so  well  that  the 
American  people  will  regain  their  faith  and  pride  in  one 
of  our  most  venerable  institutions — the  Congress. 


HONG  KONG:  TWO-AND-A-HALF  YEARS  AWAY  FROM  CHINA 


Two-and-a-half  years  before  being  turned  over  to  the 
People's  Republic  of  China,  Hong  Kong  is  calm,  very 
prosperous  and  seemingly  neither  worried  nor  alarmed 
about  the  prospect  of  Chinese  sovereignty. 

Foreign,  domestic  and  public  investment  funds  are  still 
pouring  in.  These  are  financing  office  and  hotel  towers, 
shopping  complexes,  apartment  buildings  and  huge  recla- 
mation projects  that  will  fill  more  of  one  of  the  world's 
busiest  harbors  and  create  additional  land  for  even  bigger 
buildings  that  eventually  will  block  unparalleled  views. 

The  convention  center,  although  only  seven  years  old, 
lis  being  doubled  in  size.  The  new  airport — the  world's 
largest  civil  engineering  project — is  on  schedule,  and  the 
Chinese  have  finally  agreed  to  the  plan  financing  it.  Inci- 
dentally, the  airport  project  includes  a  large  suspension 
bridge,  a  tunnel,  highways  and  railways.  The  airport,  the 
reclamation  projects  and  the  other  construction  under 
|  way  will  employ  half  the  world's  dredging  capacity. 

Hong  Kong,  one  of  the  world's  largest  financial  cen- 
I  ters,  is  already  helping  to  finance  China's  economic  expan- 
sion. Of  the  14  Chinese  state  companies  floated  so  far,  12 
are  listed  on  the  Hong  Kong  Stock  Exchange — the 
second  largest  in  Asia.  Hong  Kong  expects  to  finance 
much  of  South  China's  development.  Shanghai  is  also 
competing  with  the  U.S.  and  London  to  supply  additional 
amounts  of  capital  China  will  need  into  the  next  century. 
China  already  has  many  large  banks,  but  clearly  it  will 
need  Hong  Kong's  expertise  and  ability  to  raise  and 
I  manage  capital  for  years  to  come. 

Emigration  from  Hong  Kong  has  leveled  off  since  the 
I  first  flurry  of  departures  that  occurred  when  the  Sino- 
British  Joint  Declaration  was  signed.  Now  Hong  Kong 
has  negative  unemployment  so  labor  is  being  imported. 
Despite  this  enormous  economic  activity  and  a  growth 
rate  of  5.7%  in  1994,  inflation  is  being  held  to  moderate 
|levels  (in  the  third  quarter  of  1994  it  was  8.9%). 

Is  there  any  cloud  over  Hong  Kong's  magnificent  sky- 
line? Only  the  same  one  that  has  been  there  since  the  basic 
agreement  was  signed:  What  kind  of  China  will  take  over 
in  1997?  Everyone  Kip  Forbes  and  I  talked  to  on  our 


recent  visit  is  optimistic.  They  ground  this  optimism  on 
several  beliefs:  The  Chinese  are  too  intelligent  and  too 
sharp  a  business  people  to  do  anything  that  would  disrupt 
the  enormously  powerful  economic  engine  that  is  Hong 
Kong;  the  Chinese  have  promised  to  allow  Hong  Kong 
great  autonomy  and  to  keep  its  basic  system  intact  for  at 
least  50  years;  China  wants  the  Hong  Kong  takeover  to 
succeed,  to  show  Taiwan  and  the  world  that  a  dual  system 
under  Chinese  control  will  work;  China  is  experiencing  the 
benefits  of  a  free-market  system  and  will  never  go  back  to 
the  bad  old  socialist  days;  and  similar  arguments. 

But  the  cloud  remains:  What  if,  after  Deng  Xiaoping 
goes,  the  hard-line  communists  who  have  always  been  his 
opponents  take  over?  China  has  already  flexed  its  muscles 
in  various  unpleasant  ways.  It  attempted  to  block  the  air- 
port project  and  threatened  to  make  major  changes  in  the 
plan  after  1997;  China  sees  a  conspiracy  to  exhaust  Hong 
Kong's  treasury  in  every  project;  it  objects  violently  to 
every  attempt  by  Hong  Kong's  Governor  Christopher 
Patten  to  bring  some  democracy  to  Hong  Kong.  (A  cur- 
rent joke  is  that  the  governor  will  be  the  first  person  to 
use  the  new  airport— to  depart  at  11:55  p.m.,  June  30, 
1997 — five  minutes  ahead  of  the  arriving,  still-angry  new 
Chinese  sovereign.) 

Mrs.  Anson  Chan,  the  very  bright  and  vital  chief  secre- 
tary (head  of  the  civil  service  and  deputy  governor,  and 
the  first  woman  to  hold  this  top  post),  believes  the  Chi- 
nese will  order  some  highly  visible,  dramatic  changes 
immediately  to  show  that  they  are  in  charge,  and  then  will 
let  Hong  Kong  continue  to  be  Hong  Kong. 

The  key  phrase,  she  says,  is  "long  term."  In  the  short 
term  there  may  be  some  Chinese-ordered  disruption  (per- 
haps an  order  for  everyone  to  drive  on  the  right-hand  side 
of  the  road?),  but  that  for  the  long  term,  Hong  Kong  will 
still  be  prosperous,  secure  and  beautiful  and  will  remain  the 
enormously  strong,  aggressive  economic  engine  it  is  now. 

That  is  what  most  hope  and  believe,  but  it  would  be 
unwise  not  to  recognize  that  China  could  try  to  force  the 
dead  hand  of  a  socialist  economy  on  Hong  Kong  and 
therebv  ruin  it.  WM 
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INTRODUCING 
THE  DIGITAL  CELEBRIS" 

You  bring  this  little  bundle  into  your 
life  one  day,  and  next  thing  you  know 
it's  outside  running  with  the  power 
users. That's  how  adaptable  the  new 
Digital  Celebris  is.  Of  course,  it 
out  with  a  ton  of  features, 
ig  PCI  local  bus  and  64-bit 
gr.  Out  then,  you  can  customize 

Cek  i   mory  and  speed,  up 

to  a  9.      1Hz  Pi  i  itium™  processor, 
u         11  be  modified  in 
nds  just  by  popping 
oj-  \    access  enclo- 

sure c  cards  or  add 


memory.  No  tools,  no  disconnecting 
peripherals.  Plus,  the  entire  Celebris 
line  has  the  Digital  three-year  compre- 
hensive warranty.  Raising  a  kid  should 
be  so  easy.  Call  1-800-215-8739  for 
your  nearest  reseller.  Please  reference 
JGW  when  you  call,  8:30  am  -  8:00  pm 
ET,  Monday  through  Friday. 


PC 
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EDITED  BY  HOWARD  BANKS 


Strong  trade  up  north 

HHB  The  combination  of  the  January  1989  sign- 
ing of  the  Free  Trade  Agreement  with  the  U.S. 
Expanding  free  and  a  weaker  Canadian  dollar  have  made  Can- 
trade  in  North  ada  the  most  dependent  of  all  industrialized 
America  will  ac-  nations  on  trade.  Hitherto  Germany  held  that 
celerate  trade's  title.  In  1994,  Canada  booked  imports  plus  ex- 
dominance  of  ports  (of  both  goods  and  services)  equal  to  an 
the  Canadian  estimated  55%  of  GDP,  well  ahead  of  Germany's 
economy.  47%  of  GDP. 


■"ree  trade  works 

S  trade,  goods  and  services  (Sbillions) 


Foreign  direct  investment  in  Canada  ($billions) 


Canada-US 
US-Canada 


.150 


120 


'83      '85       '87       '89       '91 

Estimate  based  on  first  nine  months. 
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Source:  Statistics  Canada. 


Canada's  goods-and-services  trade  was  a 
strong  $12  billion  in  surplus,  although  invisibles 
(including  interest  on  the  country's  sizable 
external  debt)  knocked  the  current  account  bal- 
ance into  a  modest  deficit. 

Most  of  Canada's  trade  is  with  the  U.S.  (see 
chart,  left).  The  largest  trading  partnership  in 
the  world,  U.S. -Canada  trade  is  growing  fast. 
"The  two-way  trade  in  merchandise  goods 
alone  is  growing  by  $900  million  a  week,"  says 
Brian  E.  Morrisey,  commercial  minister  at  Can- 
ada's Washington  embassy. 

The  extra  trade  added  since  the  fta  was 
signed  is  now  more  than  Canada's  total  trade 
was  in  1991  with  all  industrial  countries  out- 
side the  U.S. 

Canada  has  also  experienced  a  sharp  in- 
crease in  foreign  direct  investment  (see  chart),  as 
countries  expand  there  to  gain  access  to  a 
liberalized  North  American  market.  The  biggest 
investor  country  into  Canada  remains  the 
U.S.,  but  Japanese  and  British  businesses  have 
also  been  pumping  money  in. 

Canada's  fortune  has  not  been  at  the  U.S.' 
expense.  The  two  countries  maintain  roughly  an 
overall  trade  balance.  The  U.S.'  deficit  in  mer- 
chandise goods  trade  is  almost  exactly  offset  by  a 
strong  and  rising  surplus  in  trade  in  services. 


Get  ready  for  a  bond  market  rally 


"I'm  looking  for  a  good  bond  rally  later  in 
1995,"  says  Martin  H.  Barnes  of  Montreal- 
based  Bank  Credit  Analyst. 

Isn't  Federal  Reserve  Chairman  Alan 
Greenspan  signaling  that  he'll  soon  raise  rates 
again,  for  the  seventh  time  since  February 
1994?  Yes,  says  Barnes,  but  look  beyond  the  few 
months  immediately  ahead,  and  that's  good: 
"The  long-run  perspective  is  that  the  Fed  will  be 
continuing  to  do  the  bond  market's  bidding, 
reassuring  the  market  that  he  will  not  allow  a 
major  inflation  cycle  to  develop." 

These  days  the  conventional  wisdom  holds 
that  long  rates  will  plateau  at  around  8%.  This 
consensus  view  is  exemplified  by  the  forecast- 
ers who  put  together  the  Blue  Chip  Economic 
Indicators.  But  Barnes  has  compared  past 
Blue  Chip  forecasts  with  what  actually  hap- 
pened, and  concludes  that  these  forecasts  are 
always  wrong  and  always  miss  major  bond  mar- 
ket turns  (see  chart,  right). 

To  cash  in  on  falling  long  rates  (he  expects 
maybe  7%  later  in  1995),  Barnes  says  investors 
who  can  look  beyond  the  near-term  uncer- 
tainties should  be  ready  to  start  buying  bonds, 
including  30-year  Treasure's,  now.  But  he 
leaves  himself  an  out.  If  the  Fed  fails  to  boost 


interest  rates  decisively,  and  so  fails  to  con- 
vince the  bond  market  of  its  determination  to 
contain  inflation,  and/or  the  economy  re- 
mains much  stronger  than  expected  in  1995 
(with  growth  sustained  by  rising  exports,  for 
example),  then,  concedes  Barnes,  the  bond 
market  rally  will  happen  later  than  he  now 
predicts.  ■ 

Missed  every  time 

Long-term  Treasury  yield 
10% 

Consensus  forecast 
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Sources:  The  Bank  Credit  Analyst:  Blue  Chip  Financial  Forecasts. 

Forecasters  always  guess  that  interest  rates 
will  stay  flat  and  are  always  wrong. 
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The  Forbes  Index  (1967=100) 
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255  Current  266. 5*t 

Previous  264. 2t 
255              Percent  change         0.8% 
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Nearly  125  million  Americans  now  have  jobs,  up  from  122 
million  in  January  1994.  Wages  and  salaries  rose  1.4% 
from  September  to  October,  to  nearly  $3.4  trillion.  This 
has  helped  put  consumers  in  a  spending  mood;  purchases 
made  with  credit  cards  are  up  23%  this  holiday  season  over 
last.  The  Federal  Reserve's  rate  hikes  will  make  credit  cards 
linked  to  an  index  (such  as  the  prime  rate)  more  expen- 
sive. But  Rudolph  Masi,  vice  president  at  MasterCard 
International,  predicts  competition  will  force  issuers  to 
keep  rate  hikes  to  a  minimum  on  other  credit  cards. 


Other  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Bank 

8.5% 

Auto  sales  year  to  date  vs  1 993' 

Ward's  Automotive 

7.6% 

Index  of  leading  indicators  Oct  vs  Sept 

Dept  of  Commerce 

-0.1% 

Trade  balance1 12  months  ended  Sept  1994 

Dept  of  Commerce 

-$102  bil 

All-commodity  producer  price  index3  Nov  vs  Oct 

Dept  of  Labor 

0.5% 

GDP  3rd  quarter  vs.  2nd — annualized  growth 

Dept  of  Commerce 

3.9%    1 

M2'  (3-month  change) — annualized  growth 

Federal  Reserve 

-0.2%    1 

1  U.S. -based  manufacturers,  excludes  imports,  as  of  1 1/30/94. 2Total  goods  and  services.  Wholesale  goods. 
1  Includes  Ml  (public  currency  and  checking  deposits)  plus  savings  accounts  and  money  market  funds.  .; 

Index  components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  8  equally  weighted  elements:  The  cost  of 
services  relative  to  all  consumer  prices,  the  level  of  new 
orders  for  durable  goods  compared  with  manufacturers' 
inventories,  total  industrial  production,  new  housing 
starts,  personal  income,  new  claims  for  unemployment 
compensation,  total  retail  sales,  total  consumer 
installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  in  these  charts. 
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Industrial  production  index  (1987=100), 
seasonally  adjusted  (Federal  Reserve) 


Services     •    Total  index 


inventories      •    New  orders 
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Consumer  price  indexes  (1982-84  average=100) 
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YOU'RE  LOOKING  FOR  A 

GLOBAL 

CUSTODIAN. 
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A  BANK  THAT  KNOWS 
THE  MARKETS,  BOTH 

EMERGING 

AND  EMERGED. 


A  BANK  WITH  LOCAL 

EXPERTISE 

AND  GLOBAL 

REACH 


From  streamlined  processing  to  timely 
reporting,  from  acting  locally  to  thinking 
globally,  Citibank  offers  the  kinds  of 
solutions  that  have  made  us  the  number 
one  Global  Custodian  in  the  world's 
emerging  markets. 

CITIBANK* 
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Ford  designers  from  left  to  right 


ruRU  utiHjiNtK.5  t-KUivi  Ltri    iu  Kioni: 

Susan  K.  Westfall,  David  Hilton,  Gary  Braddock,  Soo  Kang,  Paul  Arnone.  Aaron  Walker-  — ; 


^ 


IF 


YOU  WANT  TO  KNOW  WHAT 


CARS  AND  TRUCKS 


WILL   BE   LIKE    IN 


2005 


TALK  TO  SOME  OF  THE  PEOPLE  WHO 

LIVE  THERE 

AT  Ford  Motor  Company,  our  young  designers  help  keep  us  in  touch  with  the  future,  SHARING 
THEIR  VIEWS  of  the  world  they'll  be  inheriting  and  the  vehicles  thev  envision  there.  o*^>  To 
widen  their  horizons  even  further,  we  provide  them  with  access  to  other  Ford  design  studios 
from  Turin,  Italy  to  Melbourne,  Australia,  all  of  which  are  linked  electronically.  In  this 
GLOBAL  STUDIO''  environment,  these  men  and  women  of  the  computer  age  use  the  latest 
tools  and  technologies  to  design  vehicles  for  people  living  in  a  RAPIDLY  CHANGING 
WORLD.  o+£  At  Ford,  this  is  one  way  our  young  designers  make  sure  that  our  customers  get 
what   they   want,    before   thev   even   know   they   want   it.    To   us,    that's   what   quality  is  all  about. 


(Sopct 


Ford  Ford       Trucks  Hn^^vAi  1  c   o   i  M    e   r   c   u   r 


QjJ  A  L  I  T  Y     IS     JOB      1 


A  lot  of  young  people  are  starting  to  rock 
to  a  different  beat:  Christian  music 
has  moved  into  the  popular  mainstream. 

Rocking 
with  God 

By  Lisa  Gubernick  and  Robert  La  Franco 


Rocking 

to  the  Newsboys' 
John  James  (inset) 
Forget  sex  and 
drugs.  Try  virtue 
with  a  backbeat. 


The  crowd  at  the  Los  Angeles  Uni- 
versal Amphitheatre  screamed  as  the 
Newsboys,  a  six-man  rock  band,  took 
the  stage.  Halfway  through  the  first 
set,  lead  singer  John  James,  shaved 
head  glistening  under  the  spodights, 
gazed  heavenward,  then  broke  into 
"Turn  Your  Eyes,"  his  version  of  a 
well-known  church  hymn. 

Church  music?  At  a  rock  concert? 
Welcome  to  the  world  of  Christian 
music — rock,  with  a  message.  Forget 
about  sex,  drugs  or  killing  policemen. 
The  lyrics  talk  virtue  and  faith  with  a 
heavy  backbeat.  In  Christian  rock, 
"that  kind  of  girl"  isn't  the  one  with 
the  tightest  skirts;  she's  the  one  with 
the  strongest  faith. 


While  still  a  relatively  small  part  of 
the  $10  billion  music  industry,  Chris- 
tian music  is  no  longer  relegated  to 
religious  bookstores'  back  shelves. 
Acts  like  DC  talk,  a  Christian  rap 
group,  or  Bride,  who  play  Christian 
heavy  metal,  are  now  in  mass  market 
retailers  such  as  Target,  Wal-Mart  and 
Kmart.  In  record  sales  and  concert 
tickets,  Christian  music  probably 
grossed  $1  billion  in  1994.  Between 
1992  and  1993,  the  only  years  for 
which  such  figures  are  available, 
Christian  music  sales  in  the  main- 
stream market  grew  by  40%,  accord- 
ing to  an  audit  commissioned  by  the 
Gospel  Music  Association. 

Next  month,  SoundScan,  the  sales 


tracking  system  used  by  Billboard, 
will  be  in  some  200  religious  book- 
stores, where  much  of  this  music  is 
still  sold.  Once  this  happens,  a  num- 
ber of  Christian  acts  will  most  likely 
hit  Billboard's  Top  200. 

Amy  Grant,  a  young  gospel  singer, 
was  the  first  Christian  act  to  hit  big. 
After  seven  years  of  selling  her  albums 
solely  in  Christian  bookstores,  she 
signed  a  distribution  deal  with  A&M 
Records  to  go  mainstream.  Her  first 
A&M  album  went  platinum. 

In  1991,  when  Sparrow  Records 
sold  1  million  copies  of  The  Champi- 
on, by  Carman,  an  inspirational  Tom 
Jones,  the  big  labels  took  note.  "We 
saw  it  as  a  niche  that  was  reaching  a 
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growing  constituency,"  says  James 
Fifield,  president  of  EMI  Music.  "We 
thought  it  was  undermarketed;  if  we 
exposed  it,  it  would  grow." 

So  in  1992  emi  purchased  Sparrow. 
Then  Bertelsmann  Music  Group 
bought  50%  of  Reunion  Records, 
which  distributed  Michael  W.  Smith, 
a  West  Va.  Christian  rocker.  Last  Oc- 
tober EMI  bought  the  Newsboys'  la- 
bel, Star  Song.  Warner  Bros,  and 
Sony,  meanwhile,  have  launched  their 
own  Christian  divisions. 

"With  EMI  behind  us  we  have  been 
able  to  break  through  barriers  in  the 
general  market,"  says  Sparrow's 
founder,  Billy  Ray  Hearn.  Recently 
Sparrow  ran  a  promotion  with  Block- 
buster Music  outlets,  labeling  as 
"contemporary  Christian  music" 
merchandise  previously  tagged  "in- 
spirational" or  "sacred."  Since  the 
new  promotion,  sales  are  up  as  much 
as  10%. 

Ten  years  ago  there  were  fewer  than 
200  stations  playing  contemporary 
Christian  music.  Now  there  are  over 
500.  This  year  seven  Christian  albums 
were  certified  gold  or  platinum. 

"I  said  in  1978  that  country  music 
would  be  major  music,  and  look  at 
what's  happening.  The  same  thing 
will  happen  in  gospel,"  says  Jimmy 
Bowen,  Sparrow's  cochairman. 

Whereas  traditional  rock  music 
questions  traditional  values,  Christian 
rock  promotes  them.  "Secular  bands 
ask  the  questions  Christian  bands  an- 
swer," explains  Gary  Landon,  a 
Christian  rock  aficionado  who  works 
at  a  Texas  bank  and  moonlights  as  a 
disc  jockey. 

MTV  revived  the  market  for  rock, 
and  Country  Music  Television  did 
similar  commercial  wonders  for  coun- 
try. Now  the  Z  Music  Television 
channel  is  poised  to  do  the  same  for 
the  Christian  market.  Last  May  Gay- 
lord  Entertainment  Co.,  Country 
Music  Television's  parent,  took  over 
management  of  the  Z  channel  and 
increased  its  subscriber  base  50%,  to 
15  million  homes. 

"With  Z,  our  managers  can  tell 
the  city  councils  that  we  provide  two 
types  of  video  music,"  says  Mark 
Weber,  president  of  Sammons 
Communications,  a  Texas  cable 
company.  "Parents  have  a  choice. 
Plus,  to  tell  you  the  truth,  it's  not 
bad  music."  ■> 


Richard  Branson  Is  young,  energetic  and  a  billionaire. 
He'll  need  all  those  advantages  to  make  a  go  of 
Virgin  Atlantic  airline,  while  giving  Pepsi  and  Coke 
a  go  in  branded  colas. 

Brand-name 
Branson 


By  Peter  Fuhrman 

Maybe  IT'S  his  casual  attire  or  his 
Lenin-style  beard,  but  44-year-old 
Richard  Branson  has  made  becoming 
a  billionaire  look  easy.  He  started  a 
teen  magazine  at  age  16,  a  record 
retailing  chain  at  age  19,  and  two 
years  later  added  his  own  record  label. 
When  Branson  sold  the  label  to 
Thorn-EMI  in  1992  for  $900  million 
in  cash,  he  personally  pocketed  $515 
million  on  the  deal.  He  reaped  hun- 
dreds of  millions  more  when  he  sold 
majority  control  of  his  Virgin  record 
retailing  chain,  and  his  Virgin  com- 
puter games  business. 

But  Branson  wasn't  retiring.  He 
was,  he  said,  clearing  the  decks  to 
concentrate  on  Virgin  Atlantic  Air- 
ways, the  airline  he  started  in  1984. 

The  airline  badly  needed  his  money 
and  his  marketing  talents.  In  fiscal 
1992  (ended  Oct.  31)  privately 
owned  Virgin  Travel  Group — which 
owns  the  airline  and  a  highly  profit- 
able package  tour  business — lost  big 
money.  It  made  a  tiny  profit  in  1993 
on  revenues  of  $614  million,  but  sank 
back  into  the  red  in  fiscal  1994.  To 
cover  the  losses  Branson  has  lent  $50 
million  of  his  own  money  to  the 
airline  in  the  last  two  years. 

Branson  isn't  worried  about  the 
money.  "The  worst  is  definitely 
over,"  he  predicts  during  an  interview 
in  his  modest  second-floor  office  in  a 
Victorian  mansion  in  West  London. 
"My  guess  is  the  airline  is  now  worth 
at  least  as  much  as  the  record  compa- 
ny when  I  sold  it." 

For  the  most  part  Virgin's  losses 
have  reflected  the  intense  competi- 
tion in  transatlantic  travel.  Some  85% 


of  Virgin's  seats  are  to  U.S.  destina- 
tions from  Heathrow  and  Gatwick. 
Competing  mainly  against  tough 
American  and  United,  plus  a  much 
revitalized  British  Airways,  Virgin  has 
increased  its  share  of  the  North  Atlan- 
tic market — but  only  by  cutting  fares 
aggressively  in  economy  class.  Vir- 
gin's revenues  per  passenger  flown  are 
lower  than  three  years  ago. 


Knock  Coke  into  second 
place  in  the  U.K.?  Branson 
is  serious.  <(We're  already 
earning  a  million  pounds 
a  week  in  profit." 


The  good  news  for  Virgin  is  a  big 
increase  in  the  number  of  passengers 
flying  in  Upper  Class,  as  Virgin  calls 
its  business  class  section.  Offering 
quirky  extras  that  include  in-flight 
massages,  Virgin  is  filling  over  85%  of 
its  very  profitable  Upper  Class  seats 
between  the  U.S.  and  Britain. 

Branson  will  soon  be  in  the  market 
for  some  new  Boeing  777s.  Says  Bran- 
son: "They'll  allow  us  to  make  good 
money  flying  from  London  to  places 
like  Washington,  Las  Vegas,  Chicago 
and  Philadelphia." 

Earlier  this  year  Branson  signed  an 
unusual  joint-marketing  deal  with 
Delta  Air  Lines  under  which  Virgin  in 
effect  sells  blocks  of  seats  to  Delta  at 
wholesale  prices  and  Delta  markets 
them  at  retail  through  its  vast  U.S. 
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Virgin  Atlantic 


marketing  network.  Delta  has  agreed 
to  buy  some  200,000  seats— 22%  of 
Virgin's  total — this  year  on  Virgin's 
flights  between  Britain  and  the  U.S. 

The  deal  gives  Delta  something  it 
badly  needs:  access  to  Heathrow, 
Europe's  busiest  airport.  It  gives  Vir- 
gin badly  needed  distribution,  easing 
pressure  on  its  own  sales  network. 

But  the  deal  is  still  pending.  The 
U.S.  Department  of  Transportation  is 
withholding  approval,  to  put  more 
pressure  on  British  authorities  to  in- 
crease the  access  for  U.S.  carriers  at 
Heathrow.  If  London  yields  to  Wash- 
ington, Delta  will  want  to  grab  some 
of  those  slots  and  may  well  pull  out  of 
the  joint-marketing  deal  with  Virgin. 

Hand  it  to  Branson:  He  bristles 
with  ideas.  Over  the  last  year  he  fran- 
chised  the  use  of  the  Virgin  name  to 
two  European  startup  airlines  flying 
London/ Athens  and  London/ 
Dublin.  Virgin  gets  a  cut  of  the  reve- 
nues; the  startup  airlines  get  to  use  a 
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marketing  deal  with  Delta. 
Virgin  sells  seats 
at  wholesale,  and  Delta 
markets  them  at  retail. 


well -regarded  brand  name. 

Pleased  with  the  success  of  these 
airline  licensing  ventures,  Branson  is 
now  expanding  the  range  of  products 
carrying  the  Virgin  brand.  He  has 
licensed  the  Virgin  name  for  use  on 
personal  computers,  and  has  set  up 
joint  ventures  to  market  Virgin  vodka 
and  Virgin  cola.  "So,  out  go  my  plans 
to  concentrate  only  on  running  the 
airline,"  Branson  giggles. 

Based  on  early  returns,  Branson's 
cola  business  looks  like  a  big  success. 


The  Virgin  drink  is  manufactured  by 
Branson's  joint-venture  partner,  Can- 
ada's Cott  Corp.,  which  also  makes 
supermarket- brand  colas  in  the  U.S. 
(Forbes,  May  25,  1992).  Virgin  Cola 
went  on  sale  in  Britain  in  November, 
priced  25%  below  Coke  and  Pepsi. 
Within  a  month  the  Virgin  brand  had 
captured  15%  of  the  cola  market,  ac- 
cording to  Branson. 

"We're  already  earning  a  million 
pounds  a  week  in  profit,"  says  Bran- 
son. "It's  realistic  that  [in  Britain] 
we'll  overtake  Pepsi's  market  share 
very  soon,  and  eventually  knock  Coke 
into  second  place.  Within  a  year  or 
two,  this  business  will  be  worth  at 
least  half  a  billion  dollars." 

Knock  mighty  Coke  into  second 
place  in  any  market?  Branson  is  seri- 
ous: "When  I  announced  plans  for 
the  cola,  I  heard  a  Coke  executive's 
response  was,  'We  have  nothing  to 
worry  about.  Coke  has  been  around 
for  100  years.'  Well,  most  things  that 
have  been  around  for  100  years  no 
longer  look  very  good,  do  they?" 

Branson  says  his  overhead  is  so  low 
that  he  can  match  any  price  cuts  Pepsi 
and  Coke  might  throw  Virgin's  way. 
Next  up,  Virgin  Cola's  in  France, 
Japan  and  Australia,  where  the  Virgin 
name  is  well-known. 

Somewhat  offsetting  the  cola  suc- 
cess, Branson  was  recently  embar- 
rassed when  his  Japanese  partner  in  a 
real  estate  venture  to  build  a  600-room 
hotel  in  the  old  London  County  Hall 
building  across  the  Thames  from  Par- 
liament decided  instead  to  build  a 
cultural  center  on  the  site.  The  hotel 
plan  was  linked  to  another  of  Bran- 
son's schemes:  expanding  into  rail  ser- 
vice. The  County  Hall  building  is  100 
yards  from  the  newly  opened  London 
terminal  for  the  Channel  Tunnel  train. 
In  March  Virgin,  in  partnership  with 
construction  giant  Bechtel  Inc.  and 
the  British  investment  bank  S.G.  War- 
burg &  Co.,  will  bid  to  take  over  the 
running  of  all  British  train  services 
from  the  state-owned  rail  network. 
"I'm  very  confident  we're  going  to  get 
the  license,"  Branson  beams. 

"What  does  the  Virgin  name 
mean?"  Branson  rhetorically  asks  a 
visitor.  "We're  a  company  that  likes  to 
take  on  the  giants.  In  too  many  busi- 
nesses these  giants  have  had  tilings 
their  own  way.  We're  going  to  have  a 
lot  of  fun  competing  with  them."  WM 
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For  years  small  investors  have  been  taken  to  the 
cleaners  by  the  likes  of  Robert  Brennan 
and  Eugene  Mulvihill,  but  Pamela  Harriman  and  her 
high-powered  advisers  should  have  known  better. 

Amiable  dunces 


By  Matthew  Schifrin 

We  gather  that  Pamela  Digby  Chur- 
chill Harriman,  the  Washington  par- 
ty-giver who  is  currently  Bill  Clin- 
ton's ambassador  to  France,  has  never 
been  a  reader  of  Forbes.  Neither, 
apparendy,  have  her  big-name  finan- 
cial advisers.  Had  they  been,  they 
might  not  be  involved  in  a  particularly 
nasty  lawsuit. 

In  September  the  children  and 
grandchildren  by  an  earlier  wife  of 
former  diplomat  and  financier  W. 
Averell  Harriman  sued  Pamela,  Clark 
M.  Clifford,  Paul  C.  Warnke  and  ad- 
viser William  Rich  III,  alleging  that 
they  breached  their  fiduciary  dun'  by 
squandering  nearly  S30  million  on 
bad  investments. 

Guess  how  Pamela  Harriman  and 
her  fellow  trustees  lost  most  of  the 
money?  By  investing  with  none  other 
than  the  notorious  Robert  Brennan, 
the  pennv  stock  operator  who  has 
been  the  subject  of  two  Forbes  cover 
stories. 

Most  of  the  losses  stem  from  an 
investment  made  by  the  Harriman 
trust  in  a  resort  hotel  in  the  hills  of 
northern  New  Jersey.  Called  the  Sea- 
sons Resort,  the  hotel  was  controlled 
by  Robert  Brennan  and  an  equally 
sleazy  associate  named  Eugene  Mul- 
vihill. Forbes  first  warned  investors 
about  Brennan  and  Mulvihill  in 
March  1982.  Since  then  this  maga- 
zine has  published  no  fewer  than  a 
dozen  articles,  including  covers  in 
1984  and  1992,  detailing  how  Bren- 
nan and  associates  bilked  thousands 
of  investors  out  of  millions  of  dollars 
while  lawyers  fought  the  Securities  & 
Exchange  Commission  to  a  standstill. 

Apparently  the  Harriman  family 
was  sucked  into  the  Brennan/Mulvi- 
hill  maw  through  adviser  Rich,  the 
man  Clifford  had  entrusted  with  the 


TOP  TO  BOTTOM: 
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and  Clark  Clifford 
The  climber, 
the  stock  f  logger 
and  the  dupe. 


Harriman  heirs'  future.  In  early  1989, 
long  after  Forbes  had  spread  Brennan 
and  Mulvihill's  misdeeds  across  our 
pages,  Rich  put  $5  million  of  the 
Harriman  money  into  the  resort  ho- 
tel, which  was  mostly  owned  by  Mul- 
vihill and  Brennan  and  a  company 
they  controlled,  Great  American  Re- 
creation. That  was  followed  by  fur- 
ther investments,  until  the  Harriman 
trust  had  invested  $20  million,  the 
majority  of  its  assets,  in  the  Brennan/ 
Mulvihill  propertv. 

A  few  months  ago  cotrustee  Clif- 
ford alibied  to  the  New  York  Times, 
"Back  in  1989  neither  name  [Bren- 
nan or  Mulvihill]  meant  anything  to 
me."  Curious.  The  famed  liberal  at- 
torney alleged  a  similar  lack  of  knowl- 
edge about  his  own  deep  involvement 
in  the  BCCI  scandal. 

It  is  difficult  to  imagine  how  Clif- 
ford, Rich  and  the  other  trustees 
could  have  been  ignorant  of  Bren- 
nan's,  Mulvihill's  and  Great  American 
Recreation's  backgrounds.  Never 
mind  Forbes.  A  glance  at  the  publicly 
available  information  would  have 
alerted  anyone  with  even  a  modicum 
of  financial  sav\y. 

Great  American's  10-K  discloses 
that  its  main  businesses,  the  ski  resort 
and  the  amusement  park,  have  been 
operating  without  liability  insurance 
since  the  company  canceled 
its  policies  in  1986.  Prior  to 
that  Mulvihill  got  in  trouble 
for  creating  a  bogus  insur- 
ance company  to  provide 
the  resort  with  insurance.  In 
1984  he  pleaded  guilty  to 
six  felony  fraud  counts  and 
was  banned  from  the  bro- 
kerage business  for  life  by 
the  sec. 

In  March  1988,  nearly  a 
year  before  the  Harriman 
estate  began  sinking  money 
into  Great  American  Recreation's 
Seasons  Resort,  four  tobogganers 
were  injured  in  a  sledding  accident. 
Last  February  a  jury  awarded  them 
SI. 3  million.  Great  American  is  ap- 
pealing the  verdict,  but  if  it  is  forced  to 
pay,  the  company  could  end  up  in 
bankruptcy. 

Great  American  currently  has 
about  $27  million  in  revenues,  $52 
million  in  total  liabilities.  When  the 
Harrimans  made  their  initial  invest- 
ment in  1989,  Great  American  was 
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The  Harriman  investments 


hemorrhaging  money  and  since  1987 
it  has  accumulated  net  losses  ap- 
proaching $40  million.  It  plainly  stat- 
ed in  its  1988  10-Kthat  it  had  difficul- 
ty meeting  its  obligations. 

Other  than  by  Harriman's  gener- 
ous cash  infusions,  Great  American 
has  been  funded  mostly  through 
many  small  debt  and  equity  under- 
writings  marketed  by  bucket  shops 
like  Hibbard  Brown,  F.N.  Wolf  and 
L.C.  Wegard,  all  identified  by  Forbes 
as  Brennan  associates. 

Great  American's  share  price  has 
sunk  from  around  $14  in  late  1988  to 
a  recent  12V2  cents  per  share.  No 
wonder  the  Harriman  heirs  are  suing. 

Did  Mulvihill  and  Brennan  go 
down  with  the  ship?  Dumb  question. 
Having  gotten  their  own  snares  for 
pennies,  the  pair  sold  out  well  before 
the  collapse.  At  one  time  Mulvihill 
controlled  50%  of  Great  American 
and  Brennan  over  20%.  By  late  1993 
Brennan  and  Mulvihill  had  apparently 
sold  out.  Mulvihill,  60,  disposed  of 
over  400,000  shares  at  prices  ranging 
from  68  cents  to  $2.50.  His  34-year- 
old  daughter,  Julia  Mulvihill,  remains 
as  the  chief  operating  officer. 

And,  top  this:  In  mid- 1990  Harri- 
man adviser  Rich,  a  former  Morgan 
Guaranty  trust  officer,  reportedly  be- 
gan to  threaten  Mulvihill  with  litiga- 
tion. But  Rich's  attorneys  apparendy 
persuaded  Rich  to  agree  to  let  the 
dispute  be  mediated  by,  guess  who: 
Robert  Brennan. 

Was  Clark  Clifford  as  unknowing  as 
he  claims?  Maybe,  but  it's  interesting 
to  note  that  BCCI-controlled  First 
American  Bank  lent  $5.5  million  to 
Great  American  in  1990  while  the 
Harriman  money  was  being  pumped 
into  the  resort.  First  American  got  its 
money  out  in  November  1990,  after 
Mulvihill  and  company  sold  the  re- 
sort's 27-hole  golf  course  to  Japanese 
investors  for  $20  million. 

Clifford  was  extremely  close  to 
Harriman:  It  was  at  a  party  at  her 
Washington  mansion  that  Clifford 
drew  laughter  and  ensuing  liberal 
plaudits  for  labeling  ex-President 
Ronald  Reagan  "an  amiable  dunce." 

Dunce  himself  or  culpable,  Clifford 
let  his  old  friend  down.  Can  we  hope 
that  in  negotiating  with  the  French  on 
behalf  of  the  U.S.  Pamela  Harriman 
shows  better  judgment  than  she  did  in 
picking  financial  advisers?  WM 
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What's  it  like  to  do  business  in  Russia? 

To  get  a  gritty  glimpse,  ride  along  with  us  and 

a  load  of  furniture  from  Moscow  bound  for  Siberia. 

On  the  road 
to  Novosibirsk 


By  Craig  Mellow 

At  FOUR  O'CLOCK  on  a  foggy  morn- 
ing, our  Soviet  Kamaz  14-wheeler 
breaks  down.  We're  nine  hours  east  of 
Moscow  and  seven  days  from  our 
destination,  the  Siberian  city  of  No- 
vosibirsk, where  we're  bound  with  a 
load  of  living  room  furniture  import- 
ed from  Europe.  The  nearest  truck 
stop,  if  you  can  call  it  that,  is  in  the 
muddy  hamlet  of  Nizhny  Lorn,  300 
miles  farther  east  along  the  two-lane, 
unlit  highway  Russians  call  their  M-5. 
Our  driver,  Vladimir  Afonin,  works 
under  the  Kamaz's  hood  by  the  light 
of  his  cigarette,  while  our  security 


man,  a  30-year-old  former  gymnastics 
coach  named  Anatoly  Urusov,  pats 
the  pistol — a  bulky  9mm  Makarov — 
under  his  coat.  "Everybody  who  does 
this  [security]  work  is  just  trying  to 
survive,"  he  says  in  the  predawn  chill. 
The  old  Soviet  economy  collapsed, 
in  good  part,  because  it  never  devel- 
oped a  modern  distribution  and 
transportation  system.  I'm  tagging 
along  on  a  truck  belonging  to  Dimitri 
Sitnov,  the  entrepreneurial  founder  of 
a  three -year- old  trucking  firm,  to  get 
an  idea  of  how  things  are  going  as  this 
vast  country  grows  new  tentacles  of 
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transport.  Vladimir  Belyayev,  who 
was  commissioned  to  design  a  nation- 
al depot  system,  estimates  that  ship- 
ping costs  represented  over  30%  of  the 
total  cost  of  a  product  in  the  U .  S .  S .  R. , 
roughly  three  times  what  it  costs  in  a 
capitalist  economy.    . 

The  old  state  -owned  transport  mo- 
nopolies had  no  incentive  to  worn' 
whether  a  cargo  made  it  in  good  shape 
to  its  destination — or  made  it  at  all. 
The  markets  of  Almaty,  in  Kazakh- 
stan, might  be  full  of  beautiful  apples, 
and  the  people  of  Moscow  might  be 
starving  for  apples.  Let  the  apples  rot 
in  Almaty.  Nobody  much  cared. 

The  corrupt,  couldn't-care-less 
state  trucking  monopolies  are  now 
being  driven  off  the  road  by  what 
Russians  call  kustarniki,  or  cottage 
industrialists.  The  truck  I  rode  in 
belongs  to  Dimitri  Sitnov's  Onyx 
Trucking,  one  of  these  kustarniki. 

Educated  as  a  geologist,  Sitnov 
worked  during  school  as  a  driver  and 
mechanic.  In  1991  he  bought  three 
army  surplus  trucks;  a  year  and  a  half 
later  he  traded  up  to  big  Kamaz  rigs, 
the  top  Russian  long-haul  vehicle. 
Flourishing,  Sitnov  bought  a  two- 
room  apartment  on  Moscow's  out- 
skirts, where  he  lives  with  his  wife  and 


Left,  Onyx  Trucking 
driver  Vladimir  Afonin  and 
security  man  Anatoly  Uru- 
sov;  owner  Dimitri  Sitnov 
Afonin  can  handle  the 
rigs  and  Urusov  the  ban- 
dits, but  Sitnov  most 
needs  defending  against 
bankers  and  Russia's 
highway  bureaucrats. 


daughter.  His  personal  vehicle  is  a 
1993  Mitsubishi  Pajero  4x4. 

If  things  can  go  wrong  for  Sitnov 
and  Onyx,  they  usually  do.  Early  in 
November,  Onyx  had  two  trucks 
loaded  for  Lithuania.  Then  the  owner 
of  the  goods  suddenly  disappeared. 
Soon  thereafter  a  deal  to  move  metals 
to  the  Latvian  border  fell  through. 
Why?  Replies  Onyx's  enterprising 
marketing  manager,  Andrei  Dvore- 
chensky:  "We  don't  really  like  to  asso- 
ciate with  criminals." 

The  rig  I  was  riding  in  arrived  for  its 
load  of  Spanish  living  room  sets  in  late 
November.  But  the  agent  for  the 
customer  noticed  the  tarpaulin  had 
gaping  holes.  In  the  old  days  the 
trucker's  customer  would  have  had 
two  choices:  shrug  and  accept  that 
half  the  stuff  would  be  ruined  on  the 
way,  or  let  it  sit  for  weeks  or  months 
until  another  pickup  could  be  sched- 
uled. Even  then,  no  guarantee.  The 
next  tarp  might  be  worse. 

But  this  was  postcommunist  Rus- 
sia. The  agent  demanded  a  new  tar- 
paulin. By  the  time  a  new  tarp  could 
be  secured,  the  warehouse  had  closed 
for  the  day.  Onyx  driver  Afonin  re- 
turned the  next  day  and  sat  around  for 
several  hours  before  his  load,  which 
now  included  me  and  Makarov-tot- 
ing  Anatoly  Urusov,  could  set  out  on 
the  eight-day  trip  to  Novosibirsk.  An 
American  outfit  operating  like  this 
would  be  bankrupt  in  a  week. 

As  Afonin  repairs  the  clogged  fuel 
lines,  Urusov  tries  to  reassure  me  this 
close  to  Moscow  we're  probably  safe 
from  bandits.  "It  gets  dangerous  far- 
ther out,  in  Siberia,"  he  says.  "There, 
if  you  don't  know  a  safe  place  to  stop, 


you  keep  driving,  day  or  night."  Uru- 
sov probably  enjoys  scaring  a  foreign- 
er and,  besides,  he  must  justify  his  job. 
People  who  know  the  roads  say  they 
are  not  as  bandit-infested  as  some  of 
the  wilder  stories  would  have  it. 

When  the  truck  reaches  the  Siberi- 
an badlands,  Urusov  will  get  support 
from  his  older  brother,  Alexander, 
who'll  be  riding  shotgun  with  his 
Remington  12 -gauge  on  another  kus- 
tarniki truck.  At  $41  a  day  each,  the 
brothers  are  among  Russian  trans- 
port's cheaper  security  options. 
Heavier  firepower  can  be  hired  direct- 
ly from  the  Interior  Ministry  at  $150 
to  $200  a  day — nearly  a  month's 
wages  based  on  official  figures  and 
current  dollar/ruble  rates. 

By  dawn  Afonin  has  repaired  the 
fuel  lines,  and  we're  on  the  road  again. 
Watching  him,  I  think  of  Humphrey 
Bogart  and  George  Raft  in  They  Drive 
By  Night,  the  part  where  Bogie  falls 
asleep  at  his  truck's  wheel,  goes  over  a 
cliff  and  loses  his  arm.  But  Afonin  is 
used  to  tough  hauls.  Five  hours  later 
we  rattle  into  Nizhny  Lorn,  a  dreary 
pit  stop  where  Afonin  gorges  on 
steaming  cabbage  soup,  goulash  and 
kasha,  buys  five  packs  of  l&ms  from  a 
store  that  stocks  little  else,  and  de- 
cides to  catch  a  couple  hours'  sleep.  I 
hop  a  ride  in  an  automobile  back  to 
Moscow. 

Later  I  hear  the  rest  of  the  story. 
The  most  direct  route  to  Novosibirsk 
passes  briefly  through  the  northwest 
corner  of  Kazakhstan.  There  our  driv- 
er was  halted  by  customs  authorities 
intent  on  shaking  him  down.  Two 
days  later  Afonin  was  still  there,  await- 
ing a  letter  proving  he  was  merely 
passing  through  the  republic. 

For  all  this  Afonin  will  earn  around 
$156 — about  $10  a  day,  including 
the  return  trip.  He  has  a  shot  at  doing 
better  if  he  can  hustle  up  a  load  to 
bring  back  to  Moscow.  This  is  unlike- 
ly, says  marketing  manager  Dvore- 
chensky,  because  the  Siberian  compa- 
nies still  tend  to  use  the  old  state - 
owned  truckers. 

Onyx  charged  6.8  million  rubles,  a 
little  less  than  $2,200  at  current  ex- 
change rates.  In  the  U.S.  such  a 
round-trip  would  cost  $3,500,  but  of 
course  current  exchange  rates  don't 
reflect  purchasing  power  parities.  In 
purchasing  power  terms,  the  Russian 
load  cost  many  times  what  an  equiva- 
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Russian  trucking 


lent  U.S.  load  would  cost. 

Dimitri  Sitnov  has  big  ambitions. 
This  September  he  took,  ten  of  his  best 
drivers  to  Holland  and  returned  hap- 
pily with  ten  slightly  used  Mercedes- 
Benz  rigs,  which  he  bought  for 
$650,000  in  borrowed  money.  The 
Benzes  mean  access  for  Onyx  to  inter- 
national shipping:  Kamazes  and  other 
Russian-made  trucks  belch  too  much 
exhaust  to  be  allowed  west  of  Poland. 
When  he  returned  from  Holland,  Sit- 
nov brandished  a  contract  to  carry 
regular  loads  of  mayonnaise  from 
Diisseldorf  to  Moscow. 

Sitnov's  happiness  was  short-lived. 
For  two  months  the  Benz  trucks  have 
sat  idle  on  Sitnov's  Moscow  lot  be- 
cause he  cannot  obtain  licenses  from 
the  gai,  or  State  Auto  Inspection, 


For-profit  DeVry  offers  a  college  education  for  about 
half  what  taxpayer-subsidized  state  universities  charge. 
Does  that  constitute  unfair  competition? 

Competition? 
Heaven  forbid 


Security  man  Anatoly  Urusov 

Up  against  crooked  bureaucrats. 


Russia's  notoriously  corrupt  highway 
police.  The  idle  Benzes  cost  Sitnov 
about  $20,000  a  month  in  financing 
costs,  much  more  than  Onyx  can  earn 
from  its  Kamaz  fleet.  And  Sitnov's 
bank  is  said  to  be  the  kind  that  settles 
delinquency  by  more  direct  means 
than  Russia's  creaky  courts  of  arbitra- 
tion. If  Sitnov  isn't  careful  the  bank 
will  simply  grab  his  trucks. 

"Things  are  very  complicated  right 
now,"  the  ever  optimistic  Sitnov  ad- 
mits. He  means  for  Onyx  Trucking, 
but  it's  true  for  all  of  Russia.  You 
don't  turn  a  totalitarian  nation  into  a 
free  one  simply  by  changing  the  guys 
in  the  government  ministries.         H 


By  Leslie  Spencer 

Roughly  27,000  high  school  gradu- 
ates attend  one  of  DeVry's  13  cam- 
puses scattered  throughout  the  U.S. 
and  Canada  to  earn  associate  and 
bachelor  of  science  degrees  in  fields 
like  electronics  engineering  technol- 
ogy, computer  information  systems, 
business  operations,  accounting  and 
telecommunications  management. 
Another  3,000  students  earn  their 
M.B.A.s  or  other  graduate  degrees  at 
the  17  sites  that  are  maintained  by  the 
associated  Keller  Graduate  School  of 
Management. 

But  DeVry  isn't  just  another  uni- 
versity. It  is  a  publicly  traded  company 
(Nasdaq:  dvry)  charging  $3,000  a 
semester  in  tuition,  or  $24,000  for  a 
B.S.  This  is  almost  half  what  a  B.S. 
costs  at  some  big  state  universities  and 
about  a  third  what  it  can  cost  at  a 
private  college.  Yet  DeVry  has  shown 
solid  earnings  and  steady  growth 
since  going  public  in  1991 . 

DeVry  is  not  beloved  of  many  in  the 
educational  establishment.  At  a  time 
when  both  state  and  private  colleges 
are  constantly  dunning  the  public  and 
alumni  for  more  money,  DeVry  un- 
derprices  them  and  is  entirely  inde- 
pendent of  tax  subsidies  and  private 
donors. 

DeVry  Inc.  may  not  be  unique  for 
long.  Apollo  Group  is  parent  compa- 
ny to  the  for-profit  University  of 
Phoenix,  which  focuses  on  adults  who 
need  to  complete  degrees  or  get  new 
skills.  Apollo  filed  for  an  initial  public 
offering  in  September.  ITT's  educa- 
tion division,  which  offers  technical 
associate  degrees,  is  also  thinking 
about  a  public  offering  soon. 

DeVry  has  set  a  standard  the  others 


apparently  want  to  follow.  Its  June 
1994  fiscal  year  net  profit  was  $12.2 
million,  up  30%  from  the  previous 
year,  on  revenues  of  $211.4  million. 
Net  income  was  up  21%  in  the  first 
quarter,  ended  September,  from  last 
year's  first  quarter. 

Chicago  Corp.,  an  investment 
bank,  managed  DeVry's  second  pub- 
lic offering  last  year,  offering  1 .8  mil- 
lion shares  at  $22  a  share  (the  stock  is 
now  28%).  Chicago  Corp.  analyst 
Steven  Saltzman  boasts:  "DeVry  has 
done  nothing  but  meet  or  beat  our 
estimates." 

The  educational  establishment  has 
long  thrown  roadblocks  in  the  way  of 


DeVry  is  criticized  for  its 
lenient  admissions  policies. 
When  public  colleges  do  the 
same  thing  they  are  praised 
for  "open  admissions." 


for-profit  schools  by  withholding  ac- 
creditation— the  seal  of  approval  re- 
quired for  a  school  to  receive  student 
loans  and  grants.  Any  school  seeking 
to  make  a  profit  was  automatically 
denied  the  seal.  That  rule  was 
dropped,  and  in  1977  DeVry's  Keller 
Graduate  School  of  Management  was 
accredited.  Accreditation  for  DeVry 
followed  in  1981.  But  even  now, 
accreditation  remains  a  key  hurdle  for 
any  new  school  attempting  to  enter 
the  post-secondary  market. 

Many   schools    that   operate    for- 
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Its  amazing  how  little 
damage  a  fire  will 
do  when  its  contained 
in  this  small  area. 


A  CASE  IN  POINT:  FOR  CLOSE  TO  TWO 
decades  our  scientists  have  developed 
sophisticated  computer  models  that  create 
simulated  fires  in  a  given  environment.  These 


models    analyze    a    range    of   probabilities, 
NO  ONE  REALLY  KNOWS  AT  WHAT  PRECISE       determining  the  likelihood  of  a  particular 
point  fire  was  first  discovered.  But  for  the  sake  of       event    occurring,    and    the    impact    of   the 
argument,  we'll  assume 


it   didn't   take   much 
longer  to  discover  how 
destructive  it  can  be. 
Generations  have 


available  protection  alternatives. 
They  also  evaluate  potential 
routes  the  fire  may  take  and  the 
effects  of  heat  and  smoke.  All  on  a 
computer  screen  no  larger  than  this 


been  trying  to  understand  fire,  to  control  its       page.  All  without  ever  having  to  ignite  a  fire. 


potential,  and  to  minimize  the  damage  it  can 
cause  to  property.  Which  is  why,  throughout  our 


history,  we've  worked  to  understand  the  effects       More  important,  the  process  has 


Obviously,  this  effort  has      xVVwi i 

helped  us  better  evaluate  fires.    §|    hViiVu'-M  !- 
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of  fire  through  our  partnership  with  Factory       helped  us  further  understand  each  of  our  cus- 


Mutual  Engineering  &  Research. 


tomers  and  to  create  cost-effective  solutions  tai- 


WHILE  BEST  RECOGNIZED  FOR  LARGE-SCALE       lored  to  each  particular  business. 


fire  testing,  we  have  also  worked  for  well  over 


We  believe  an  insurance  company  should 


a   century   developing   new    technologies    to       do  more  than  just  insure  your  property.  So  we  do 
control  fire  and  help  our  customers  reduce  its       everything  in  our  power  to  help  prevent  losses, 


damaging  effects.  It  is  an  effort  that 


minimize   damage    from    them,    and 


has  resulted  in  countless  innovations.    W, /=*i*yfit=s -j^^s    y>    eliminate  the  disruptions  thev  can  cause. 
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c  1994.  Allendale  Insurance,  P.O.  Box  7500,  Johnston,  Rhode  Island,  02919. 


DeVry 


profit  have  acquired  reputations  as 
fly-by-night  degree  mills  that  stay  in 
business  just  long  enough  to  push  up 
the  notoriously  high  default  rates  on 
federal  student  loans.  DeVry  has  long 
since  belied  the  image.  Critics  still 
claim  that  the  faculty  isn't  properly 
qualified  in  that  many  don't  have 
graduate  degrees.  They  say  its  admis- 
sions standards  are  far  too  lax.  DeVry 
turns  away  only  about  15%  of  appli- 
cants, essentially  those  who  can't  read 
or  do  basic  math  well  enough  to  get 
through.  Interestingly,  when  public 
colleges  adopt  similar  admission  stan- 
dards, they  are  often  lauded  for  their 
"open  admissions  policies."  The  fact 
is  that  DeVry's  completion  rates — 
about  40% — are  in  line  with  overall 
college  and  university  averages. 

DeVry's  fall  1994  enrollment  was 
up  2.7%  from  the  previous  year, 
thanks  in  good  part  to  the  school's 
300  full-time  recruiters,  who  spend 
much  of  their  time  marketing  the 
company  in  high  school  classrooms. 

Two  trends  are  working  in  DeVry's 
favor:  demographics  and  the  bloated 


DeVry  Inc.  President  _ 

Ronald  Taylor 

Ninety  percent  of  DeVry  graduates 

have  a  job  in  their  field 

within  six  months  of  finishing. 


costs  of  traditional  colleges.  Revers- 
ing a  13-year  decline,  as  of  1993  more 
kids  are  graduating  from  high  school 
each  year,  a  rise  that  is  expected  to 
continue  at  least  through  the  next 
decade.  With  parents  facing  college 
and  graduate  school  tuition  increases 
of  8%  to  10%  a  year,  DeVry  under- 
prices  them  and  still  stays  at  or  above 
inflation  with  5%  to  6%  increases. 

One  way  DeVry  keeps  costs  down  is 
stunningly  simple:  It  operates  year- 
round,  enabling  a  student  to  graduate 
in  three  years  instead  of  four.  For 
students  from  families  of  modest 
means  the  resultant  savings  mean  a 
lot:  Even  with  its  lower  prices,  90%  of 
DeVry  students  work  part  time. 

City  and  community  colleges  often 
charge  less  than  DeVry,  but  DeVry 
has  an  edge  over  them  in  its  excellent 
record  of  job  placement.  The  compa- 


ny's 1,900-person  full-time  staff  in- 
cludes over  100  placement  officers. 
Employers  like  Hewlett-Packard, 
U.S.  Robotics  and  the  accounting 
firms  Price  Waterhouse  and  Deloitte 
&  Touche  work  closely  with  DeVry 
faculty  to  help  shape  the  curriculum. 
Ninety  percent  of  DeVry  graduates 
have  a  job  in  their  field  within  six 
months  of  finishing. 

DeVry  Inc.  President  Ronald  Tay- 
lor, 5 1 ,  runs  DeVry  in  close  collabora- 
tion with  Chairman  and  Chief  Execu- 
tive Dennis  Keller,  53.  They  have 
been  partners  in  the  education  busi- 
ness for  over  20  years.  As  young  men 
with  M.B.A.s — Taylor's  from  Stan- 
ford and  Keller's  from  the  University 
of  Chicago — they  went  to  work  for 
DeVry  Institute  of  Technology,  then 
owned  by  Bell  &  Howell.  They  left 
together  in  1973  to  form  the  Keller 
Graduate  School  of  Management.  Af- 
ter finally  receiving  accreditation  in 
1977,  Keller's  M.B.A.  night  program 
got  the  business  rolling.  A  decade 
later  they  decided  to  branch  out  by 
acquiring  DeVry  from  their  former 
employer  in  a  highly  leveraged 
buyout  (Forbes,  May  27, 1991). 

Until  last  July  all  excess  cash  flow 
went  to  pay  off  the  company's  acquisi- 
tion debt.  Now  Taylor  and  Keller  are 
using  profits  for  expansion.  Two  new 
campuses  opened  outside  Toronto 
and  Los  Angeles  in  July  and  Novem- 
ber, and  two  more  are  scheduled  in 
the  next  two  years. 

The  school  has  also  expanded  the 
curriculum.  New  degrees  in  telecom- 
munications management  are  attract- 
ing women,  who  currently  make  up 
only  22%  of  DeVry's  students.  Adults 
who  have  only  an  associate  degree  can 
now  get  a  bachelor's  degree  at  DeVry, 
receiving  credit  for  previous  college 
courses. 

Where  it  can,  the  educational  es- 
tablishment1 still  fights  a  rearguard 
action  against  DeVry  and  Keller.  The 
company  plans  to  start  new  campuses 
in  New  York  State.  The  State  Depart- 
ment of  Education  is  "evaluating" 
the  required  300-page  application 
DeVry  submitted  last  year.  What  for? 
Get  this:  The  Education  Department 
is  afraid  that  DeVry's  presence  in 
Manhattan  and  on  Long  Island  might 
create  undesirable  competition  with 
existing  institutions.  What's  so  unde- 
sirable about  competition?  M 
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Family  Net  Worth 
Statement 


This  family  just  learned 
12  ways  to  increase 
their  wealth. 


Assets 


Estimated 
arket  Value 


Personal  Assets 


Primary  Residence  $400,000  ■ 

Other  Personal  Property  99,000 


Investment  Assets 


Portfolio  Assets 


Checking  Accounts 

IS.OOO 

Savings  Accounts 

20,000  » 

Term  Certificates 

25,000 

Money  Market  Funds 

70,000 

Common  Stocks 

80,000 

Stock  Mutual  Funds 
Corporate  Bonds 
Government  Issues 


Other  Assets 
Business  Ownership 


Retirement  Assets 
Keogh  Type  Account 
IRA 

Profit  Sharing 
Annuity 

Liabilities 


30,000 
110,000 
55,000 


250,000 


IO.OOO 

4,5  OO 

12,000 

40,000 


Primary  Residence 

Mortgage 

150,000 

Automobile  Loans 

42,000 

Credit  Card  Debt 

7,000 

Personal  Loans 

49000 

Net  Worth: 

$972  SOO 

Here's  how  they  did  it. 

Most  people  think  of  their  assets  and  debts  as  unrelated, 
and  that's  the  way  they  manage  them— separately.  Credit 
cards  here,  mortgage  there,  investments  somewhere  else. 
But,  in  fact,  every  single  financial  decision  you  make  impacts 
your  overall  financial  picture. 

Instead,  consider  your  finances  as  an  integrated  whole— 
your  family's  personal  "balance  sheet."  When  you  put  every- 
thing together,  it's  easy  to  see  how  things  relate  to  one 
another,  and  that  a  move  on  one  side  can  affect  the  other. 
That  will  help  you  make  the  moves  that  give  you  control  of 
your  finances,  minimize  your  cost  of  credit,  cut  taxes, 
increase  net  worth  and  reach  your  financial  goals. 

Use  home  equity  line  of  credit  to  pay  off  credit  card  and  auto  loan 

debts  and  convert  to  potentially  tax-deductible  debt.  Use  interest 

expense  saved  to  help  pay  for  son 's  college  tuition. 

Use  central  asset  account  to  combine  checking  and  savings  accounts 

and  increase  yield  with  taxable  or  tax-exempt  money  market  fund. 

See  number  2. 

Too  much  short-term  cash.  Pay  down  some  debt  while  money  market 

rates  remain  less  than  after-tax  cost  of  credit. 

Consistent  with  personal  financial  plan,  stock  investments  should 

be  increased  and  diversified  globally;  greater  growth  needed  for  baby's 

college  fund. 

Too  heavy  in  corporate  bonds;  should  diversify  and  switch  to  some 

tax-exempt  in-state  munis  to  decrease  taxes.  Use  savings  to  purchase 

more  equities. 

Is  this  the  true  value?  Need  a  financial  plan  for  business,  including 

valuation  and  succession  planning. 

Underfunded  here.  Should  increase  contributions  to  help  meet 

retirement  savings  goals. 

Refinance  now  to  get  lower  rate.  Contribute  savings  to  IRA. 

See  number  1. 

See  number  1. 

Use  securities-based  line  of  credit  to  lower  interest  rate  on  personal 

loan.  Add  savings  to  purchase  mutual  funds. 


Merrill  Lynch 


A  Merrill  Lynch  "Grow  Rich  Slowly"  Seminar  #7  —  Family  Balance  Sheet  Management 


Judith  has  15  years  of 
experience  and  helps  clients 
invest  more  than  $180  million. 
Here  she  answers  hypothetical 
questions  about  managing 
assets  and  credit  together. 


"I'm  making  good  money, 
but  I'm  paying  off  so  many 
loans  I  don't  have  anything  to 
invest.  How  can  you  help?" 

Mickey  Sweeney 


I  know  a  number  of  simple 
things  you  can  do  to  better  manage 
your  credit  and  increase  your 
investable  assets.  First,  let's  get 
things  down  on  paper  and  develop 
a  formal  financial  plan  based  on 
your  needs  and  goals,  such  as 
one  available  through  the  Financial 
Foundation   service.  Planning 


both  your  debts  and  assets  means 
you'll  be  able  to  balance  financial 
obligations  and  obligations 
to  yourself. 


Do  you  know  how  much  you 
pay  in  finance  charges  on  your 
credit  card  debt?  Perhaps  you 
could  refinance  your  mortgage, 
combine  your  loans  and  put  the 
difference  in  your  retirement 
account.  Do  you  have  a  non- 
interest-paying  checking  account? 
Close  it  out  and  put  those  funds 
to  work  earning  dividends  in  a 


central  asset  account  that  links 
your  checking,  investments 
and  "cash  flow"  together. 
You'll  control  money,  monitor 
investments  and  save  time. 

And  to  help  build  your  net 
worth,  consider  an  automatic 
investment  program. 


"  I  just  want  my  investments 
to  grow  faster.  Can  a  'balance 
sheet'  approach  help?" 

Doreen  Nicastro 


Yes.  Everything  you  own  and 
owe  directly  affects  one  another. 
If  you  can  increase  tax  deductions 
or  refinance  your  mortgage  at 
a  lower  interest  rate,  you'll  have 
more  available  to  invest. 

Of  course,  where  and  how 
you  invest  depends  on  your  goals, 


rime  frame  for  the  future,  near- 
term  need  for  liquidity  and  how 
comfortable  you  are  with  risk. 
Based  on  that  information,  you 
can  form  a  strategy.  Minimize  risk 
and  maximize  returns  through 
an  appropriate  asset  allocation 
strategy.  You  may  reduce  the 
impact  of  market  fluctuations  by 
including  foreign  investments  and 
other  asset  classes  in  your  portfolio. 


The  way  you  invest— using 
sophisticated  techniques  such 
as  laddering  bonds  for  income, 
buying  and  holding  stocks  for 
long-term  growth,  automatically 
reinvesting  dividends  and 
judiciously  using  a  margin  loan- 
can  be  just  as  important  as 
your  actual  security  selections. 


"I  run  a  fast-growing 
business — or  rather,  it's 
running  me.  How  can  I  get 
more  control?" 

Julie  Parker 


By  planning.  A  financial  plan 
for  your  business  can  help  you 


manage  both  sides  of  your 
business's  balance  sheet  more 
efficiently  and  effectively  so  you 
have  rime  to  focus  on  running 
your  business.  The  plan  will  pro- 
vide specific  recommendations 
and  help  you  prioritize  your 
objectives.  Do  you  have  all  the 
information  you  need  to  make 
vital  business  decisions?  Have 
you  analyzed  your  current  and 
projected  financial  situation? 
Do  you  have  an  overview  of  your 
industry?  Have  you  taken  your 
entire  financial  picture  into 
account,  from  cash-flow  strate- 
gies to  equipment  financing  to 
retirement  plans? 


Time  Changes  the  Balance 


Assets/ 
Total         Total       Liabilities 
Age      Assets     Liabilities      Ratio 

25-44     $288,000       $87,000  3:1 

45-64     $525,000       $75,000  7:1 

65+      $775,000       $29,000         27:1 

Over  time,  your  personal  balance  sheet  changes  significantly. 
Update  your  strategies  regularly  to  ensure  they  suit  your 
current  situation. 

Households  with  incomes  of  SS0.00O*.  Source:  1992  Data  Monitor. 
Phoenix-Hecht/Gallup  and  SRI  International. 


Build  Your  Net  Worth 


Using  the  Merrill  Lynch 
Business  Financial  Planner 
service,  it  takes  only  a  few  hours 
to  put  all  that  information  on 
paper.  And  using  the  plan,  I'll 
(Continued  on  next  page) 


6  steps  to  successful 
asset  management 

1.  Find  the  best  partner. 

2.  Plan. 

3.  Save  regularly. 

4.  Diversify. 

5.  Maximize  tax  deferrals  and 
matched  contributions. 

6.  Start  early. 

6  steps  to  successful 
liability  management 

1.  Find  the  best  partner. 

2.  Plan. 

3.  Substitute  tax-deductible 
payments  for  nondeductible 
payments. 

4.  Substitute  lower-cost  debt  for 
higher-cost  debt. 

5.  Consider  the  appropriateness 
of  securities-based  borrowing. 

6.  Investigate  100%  home  financ- 
ing programs  that  let  you 
pledge  securities  for  a  down 
payment,  rather  than  disrupt 
your  investment  strategy. 

On  both  sides  of  the  balance 
sheet,  finding  the  best  partner, 
preparing  a  plan  and  putting  it 
into  action  now  are  vital  to 
your  family's  financial  health. 
To  learn  more  about  Merrill 
Lynch's  unique  "balance-sheet" 
approach  to  helping  our 
clients  meet  their  goals,  call 
1- 800-637-7455,  ext.  8743. 


provide  access  to  Merrill  Lynch's 
business  specialists  in  financing, 
retirement  planning,  insurance 
and  succession  planning,  as  well 
as  services  like  electronic  bill 
payment  and  funds  transfer  that 
will  help  you  save  time. 


"I  already  have  a  broker 
and  a  bank.  Why  do  I  need 
a  full-service  firm?" 

Wayne  Rankin 


Tell  me— did  you  think  about 
financing  your  child's  education 
when  you  chose  a  mortgage? 
Did  anyone  help  you  research  all 
the  trade-offs  and  then  imple- 
ment your  decisions?  That's  only 
part  of  what  I  can  do  for  you. 

Your  broker  and  banker  only 
know  you  through  a  transaction. 
But  as  a  Merrill  Lynch  Financial 
Consultant,  I'll  help  you  create  a 
plan  customized  to  your  needs. 

Every  recommendation  I 
make  will  take  into  account  both 
sides  of  your  balance  sheet. 

I  don't  work  alone.  I  work 


How  well  do  you  know  these  financial  strategies? 

Understanding  financial  strategies  can  help  you  better  manage  your 
assets  and  debts.  Take  this  quiz  to  see  if  you  know  the  definitions. 

1.  Asset  Allocation 

a)  dividing  assets  among  domestic  and  international  stocks,  bonds  and  cash 

b)  investing  a  fixed  amount  in  different  asset  classes 

c)  dividing  assets  among  taxable  and  nontaxable  investments 

d)  including  more  than  one  asset  class  in  a  portfolio 

2.  Financial  Planning 

a)  meeting  with  a  financial  professional 

b)  setting  financial  goals  and  putting  them  in  writing 

c)  completing  a  financial-planning  worksheet  or  computer  program 

d)  assessing  your  total  financial  situation  and  establishing  a  framework  to 
realize  your  goals 

3.  Dollar  Cost  Averaging 

a)  calculating  the  average  amount  paid  for  an  investment 

b)  investing  a  fixed  dollar  amount  at  regular  intervals  so  you  buy  more 
shares  when  prices  are  down  and  less  when  they're  up 

c)  a  technique  to  figure  out  how  much  to  withdraw  each  year  from  your  IRA 

d)  the  average  interest  rate  for  money  market  accounts 

4.  Laddering 

a)  buying  bonds  with  varying  maturities 

b)  an  asset  allocation  strategy 

c)  a  method  of  analyzing  stock  market  cycles 

d)  buying  bonds  of  the  same  amount  on  a  regular  basis 

5.  Margin  Loan 

a)  the  difference  between  what  you  pay  for  an  investment  and  what  you 
sell  it  for 

b)  the  interest  charged  on  a  credit  card  balance 

c)  borrowing  against  securities  you  own 

d)  selling  one  investment  to  buy  another  investment 

The  Answers:     '3  'S  '■*  >  'q  '£  'p  7  :b  'I 

in  every  financial  discipline—  with  you  and  your  other  advisors 


mortgages,  personal  credit, 
investment  financing,  domestic 
and  international  equities, 
bonds,  insurance,  estate  plan- 
ning, etc.  And  I  offer  the  most 
comprehensive  range  of  financial 
products  in  the  industry. 


throughout  your  life. 


Maybe  you  think  of  me  as 
part  of  a  full-service  firm.  But  I 
also  like  to  think  that  I'm  your 


with  Merrill  Lynch's  specialists  designated  partner,  working 

©  1994  Merrill  Lynch,  Pierce,  Fcnner  &C  Smith  Inc.  Member  SIPC. 


For  our  free  kit,  call  toll-free: 


I  -800-637-7455,  ext.  8749 


E-mail:  askml@ml.com 

Hearing-impaired  readers 
can  call  1-800-765-4833  TTY. 

The  difference  is  Merrill  Lynch. 


Merrill  Lynch 

A  tradition  of  trust. 
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Are  you  counting  on  a  cut  in  capital  gains  taxes? 
Here's  what  it  may  look  like. 

Tax  cut  watch 


Is  A  CUT  in  the  tax  on  capital  gains  just 
around  the  corner?  Bet  on  it.  House 
leaders  Newt  Gingrich,  Richard  Ar- 
mey and  Bill  Archer  want  it;  Archer, 
the  new  head  of  the  Ways  &  Means 
Committee,  has  for  years  made  cut- 
ting taxes  on  gains  his  priority.  And 
when  Senate  Majority  Leader  Robert 
Dole  mentioned  capital  gains  in  con- 
nection with  GATT,  the  Clintonites 
didn't  exactly  say  no  wav. 

So  what  would  a  cut  in 
capital  gains  taxes  look  like? 
When  would  it  take  effect? 
What  would   be   covered? 
"Nobody  can  read  these  tea 
leaves,"  says  Kenneth  Gid- 
eon, a  Washington  lawyer 
who,  as  a  key  Treasury  offi- 
cial  under   George   Bush, 
worked  for  a  capital  gains 
tax  cut  in  1989.  Having  said 
this,  we  realize  that  our  read- 
ers must  make  plans,  so  we'll 
make  a  stab  at  what  the  future 
holds  for  capital  gains  taxes. 

The  starting  point  will  probably  be 
Ways  &  Means  Chairman  Archer's 
proposal,  introduced  in  the  last  Con- 
gress as  H.R.  3739.  This  is  in  the 
House  Republicans'  "Contract  With 
America"  platform. 

The  bill  would  exclude  50%  of 
long-term  capital  gains  from  income. 
So  if  you  make  SI, 000  selling  long- 
held  stock,  you  would  put  only  S500 
down  on  the  front  page  of  your  1040. 

This  exclusion  would  replace  the 
current  rule,  which  says  that  capital 
gains  are  fully  included  in  income  but 
taxed  at  a  maximum  28%  rate.  So 
what's  the  tradeoff?  Follow  us 
through  some  arithmetic. 

Most  affluent  taxpayers  are  now 
effectively  in  a  40.8%  bracket  on  divi- 
dend income  (39.6%,  plus  1.2%  from 
a  convoluted  deduction  giveback). 
They  pay  29.2%  on  net  long-term 
capital  gains.  In  the  Archer  bill  their 
rate  on  capital  gains  would  fall  to 
20.4%. 


Middle -income  people  would  do 
even  better  by  Archer.  Someone  who 
is  now  in  the  28%  bracket  on  ordinary 
income  (and  doesn't  itemize  deduc- 
tions) is  also  in  the  28%  bracket  on 
gains;  his  rate  on  gains  would  fall  to 
14%.  Low- income  taxpayers  would 
see  a  decline  in  the  capital  gains  rate 
from  15%  to  7.5%. 

Archer's  bill  leaves  in  place  the 
current  holding  period  of  one 
year  for  long-term  gains;  net 
short-term  gains  would  con- 
tinue to  be  taxed  as  ordinary 
income.  The  bill  would  repeal 
an  existing  50%  exclusion,  en- 
acted in  1993,  for  gains  on 
certain  small  business  invest- 
ments. The  bill  would  apply  to 
virtually  any  kind  of  capital 
asset:       stocks. 


• 


? 
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real  estate, 

artwork,  etc. 

If  long-term 
gains  count  for 
only  50  cents 
on  the  dollar,  it 
stands  to  reason 
that  losses 

count  for  only 
50  cents  on  the 
dollar.    This    is 


how  the  law  worked  in  1986  and 
earlier,  and  the  Archer  bill  would 
restore  the  old  rules.  Thus,  if  you  had 
$5,000  in  net  long-term  losses,  under 
the  proposed  new  law  you  could  claim 
a  writeoff  of  only  $2,500  against  your 
salary.  The  annual  cap  for  the  deduc- 
tion against  ordinary  income  would 
remain  $3,000,  which  you  could  get 
with  either  $3,000  of  short-term  capi- 
tal losses  or  $6,000  of  long-term 
losses. 

In  addition,  Archer  does  not  want 
the  50%  of  long  gains  that  are  exclud- 
ed from  income  to  be  added  back  for 
calculating  the  alternative  minimum 
tax,  a  back-door  tax  increase.  Senate 
Finance  Chairman  Bob  Packwood 
may  fight  him  on  this. 

What  would  the  Archer  bill  cost 
the  Treasury?  Or  would  it  cost  any- 
thing? Everybody  has  theories,  but 
nobody  really  knows  what  will  hap- 
pen. Capital  gain  income  (see  chart) 
is  a  function  of  many  variables,  in- 
cluding the  current  tax  rate,  inves- 
tors' expectations  about  future  tax 
rates,  and  the  Dow.  If  a  cut  in  the 
rate  causes  taxpayers  to  take  huge 
profits  they  would  otherwise  have  let 
sit,  then  Archer's  bill  is  a  revenue 
raiser,  at  least  in  the  short  term.  If  it 
stimulates  investment  and  the  econ- 
omy, then  a  cut  in  capital  gains  taxes 
could  conceivably  bring  in  more, 
not  less,  money  in  the  long  range 
as  well. 

What  about  timing?  The  law  will 
cover  sales  taking  place  after  some 
effective  date.  Congress  will  either 
stick  to  Jan.  1, 1995,  the  date  current- 
ly given,  or,  far  less  likely,  make  it 


What  deter 
mines  the  level  of 
reported  capital 
gains?  The  state  of 
the  stock  market 
matters.  So  do  tax 
rates — especial- 
ly future  tax  rates. 
Profit-taking 
exploded  in  1986 
after  Congress 
raised  the  top 
rate  on  gains  from 
20%  to  28%, 
effective  Jan.  1, 
1987. 


Incentives 

Ratio  scale 


Total  capital  gains  in  adjusted  gross  income 


Dow  Jones  industrial  average 


'82     '83      '84      '85      '86 

Source:  Joint  Committee  on  Taxation. 
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#1  Performing  Fund  Since 
the  Market  Low  of  1987 

— per  Mutual  Fund  Forecaster* 

The  Kaufmann  Fund 

A  Small  Company  Growth  Fund 


Five  Year  Compounded 
Annual  Return 

20%  r 

15% 

10% 

5% 

0% 

Kaufx        Inception  (2/86)     15.4%  Annual 
Returns:    1  Year  8.9%  Annual 

Period  ending  9/30/94  per  Upper  Analytical  Services 


KAUFX 
FUND 

17.4% 

S&P  500| 

9.1%  | 

- 

# 


fi«*f 


More  than  twice  the  average  total 
annual  return  of  all  open-end  funds 

(5-year  period  ending  9/30/94.  Out  of  2,326  equity  funds,  per  Lipper  Analytical  Services) 

Morningstar  5  Star  (*****)  Rating* 

(Out  of  1,877  equity  funds  as  of  9/30/94) 


The  Kaufmann  Fund  is  an 
aggressive  growth  fund  dedicated 
to  the  objective  of  capital 
appreciation  through  investment 
in  small  growth  companies.  The 
Fund  invests  primarily  in  com- 
panies beyond  the  venture  stage 
that  are  profitable  and  have  sub- 
stantial growth  prospects. 


Lawrence  Auriana  and  Hans  Utsch, 

Portfolio  co-managers  with  over  60  years  of 

combined  Wall  Street  experience 


For  information  call: 

1  -800-346-5263 

Out  of  637  open-end  equity  funds,  for  the  period  of  12/4/87-9/30/94. 

Morningstar  ratings  are  subject  to  change  every  month  and  are  calculated  from  the  funds'  three- 
and  five-year  average  annual  returns  with  appropriate  sales  charge  adjustments  and  a  risk  factor 
that  reflects  performance  relative  to  three-month  Treasury  bill  monthly  returns.  Ten  percent  of 
the  funds  in  an  asset  class  receive  five  stars. 

Total  returns  for  periods  ending  September  30,  1994  are  historical  and  include  change  in 
share  price,  reinvestment  of  dividends  and  capital  gains.  There  is  a  0.2%  redemption  fee  and 
a  12b- 1  fee  in  excess  of  0.25%.  The  S&P  is  an  unmanaged  index  consisting  of  the  common 
stock  of  500  publicly  traded  U.S.  companies.  For  more  information  including  charges  and 
expenses,  please  read  the  prospectus  carefully  before  you  invest.  The  performance  cited 
represents  past  performance  which  is  not  indicative  of  future  results;  investment  performance 
fluctuates;  fund  shares  when  redeemed  may  be  worth  more  or  less  than  original  cost. 

THE  KAUFMANN  FUND,  INC. 
140  East  45th  Street,  New  York,  NY  10017  •  Fax  (212)  661-2266 


effective  on  or  near  the  date  of  the 
law's  passage. 

Might  the  Clinton  Administration 
exact  a  compromise  in  which  the  law 
applies  only  to  assets  bought  after  the 
effective  date?  That's  how  the  1993 
small-business  exclusion  worked. 
Shrewd  observers  think  not:  "The 
people  who  strongly  support  this  bill 
want  a  tax  cut  on  the  assets  they  are 
holding,  not  the  ones  they  haven't  yet 
bought,"  says  one  former  congres- 
sional staffer. 

Another  sticking  point  may  be 
whether  depreciation  on  real  estate 
will  be  fully  recaptured  when  the  asset 
is  sold.  Under  current  law  it  is  not, 
and  owners  can  take  deductions  for 
depreciation  against  ordinary  income 
while  reaping  offsetting  capital  gains 
when  a  building  is  sold — thus,  in  ef- 
fect, converting  some  regular  income 
into  capital  gains  income.  But  the  real 
estate  lobby  is  very  powerful.  So  it's  a 
toss-up  whether  recapture  will  be  in 
the  final  law. 


For  affluent  taxpayers 
the  effective  capital  gains 
rates  would  fall  from  29.2% 
to  20.4%,  and  fall  further  for 
lower-income  taxpayers. 


Will  a  capital  gains  cut  apply  to 
corporations  as  well  as  individuals? 
Most  corporations  make  little  or  no 
use  of  it,  except  powerful  timber  cor- 
porations right  in  Packwood's  home 
territory.  Odds  that  corporations  will 
get  the  benefit:  good. 

Archer's  bill  also  addresses  inflation 
indexing  of  purchase  prices,  which  he 
has  strongly  supported  for  nearly  20 
years.  This  would  apply  to  both  indi- 
viduals and  corporations,  for  inflation 
beginning  on  Jan.  1,  1995.  But  it  is 
unbelievably  complex:  Consider  the 
calculations  required  of  a  shareholder 
who  sold  AT&T  after  30  years  of  rein- 
vesting dividends.  So  it's  quite  possi- 
ble that  when  push  comes  to  shove, 
indexing  could  go. 

Will  homeowners  now  be  allowed 
to  deduct  a  capital  loss  on  the  sale  of 
a  home — something  that  current  law 
does  not  permit?  Almost  certainly, 
yes.  -L.S.    ■■ 
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BANGKOK  INTERNATIONAL 
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18-20       APRIL        1995 
QUEEN  SIRIKIT  NATIONAL  CONVENTION  CENTER 

Bangkok  International  Gift,Decorative  and  Houseware  '95  shows  how 

traditional  beauty  comes  together  with  innovative  design  plus  a  touch  of  class. 

This  will  be  an  excellent  opportunity  to  see  a  large  variety  of  quality  export 

products  from  both  Thai  and  international  exhibitors. 

It  is  a  meeting  point  where  thousands  of  manufacturers,wholesalers, 

importers  and  buyers  worldwide  arrive  annually. 

Visit  Bangkok  Gift.Decorative  and  Houseware  Fair'95  for  your  prosperous  future. 


Organised  by 


w 


Department  of 
Export  Promotion 


Ministry  of  Commerce 
Royal  Thai  Government 


FOR  MORE  INFORMATION  PLEASE  CONTACT  OR  FAX  TO 
DEPARTMENT  OF  EXPORT  PROMOTION 
22/77  RACHADAPISEK  ROAD.BANGKOK  10900.THAILAND 
TEL:  (662)  5115066-77  FAX:  (662)  5131917 


Lufthansa  could  have 
called  on  any  bank  to  help  them 
further  privatize  in  October,  1994. 
But  then,  Lufthansa  doesn't  like 
turbulence.  So  they  called  their 
preferred  "Tower"  to  arrange  and 
lead  the  deal:  Dresdner  Bank. 

Needless  to  say,  they 
arrived  on  time.  The  landing  was 
exceptionally  smooth.  Employing 
a  dynamic  network  that  stretches 
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This  is  the  tower  11 


called  for  a  be 


across  67  countries,  we  make  it 
our  business  to  help  other  busi- 
nesses prosper  -  worldwide. 

In  case  you  haven't  had 
a  chance  to  get  to  know  us  in  the 
last  122  years,  it's  time  you  did. 


We're  not  only  the  second  larges 


bank  in  a  country  known  for  largj'fore 


t: 


Eve' 


banks  -  Germany  -  we're  a  tru 
Universal  Bank:  We  have  th 
right  people  (i.e.  46,500  skille 
specialists).    We   have   the   cloi 


osses  oi 

V6!: 
ur  obje 
eninne 


Wheni 

to  privatize, 

Lufthansa  called 

Dresdner  Bank 

for  guidance. 


Lufthansa 
takeoff. 


pig.    Every   fifth    DM    earmarked 

jrg  r  foreign   trade   with   Germany 

osses  our  "borders"  first).  And 

3  have  the  wherewithal  to  meet 

eDur   objectives.    Moreover,    we 

;,ten  in  nearly  a  100  languages. 


Our  vast  resources 
and  experience  can 
help  you  tap  a 
world  of  opportu- 
nities. Whether  they 
are  in  the  up-and-coming  markets 
of  Eastern  Europe.  Or  right  in  your 
own  backyard:  North  America. 


Call  "The  Tower"  to  avoid 
financial  turbulence.  Lufthansa  did. 
And  now  their  tickets  aren't  the 
only  first-class  investments  they 
offer.  Together  we  can  find  ways 
to  help  you  start,  expand  or  en- 
hance your  business.  Just  phone 
(212)  574-0  100. 


o 


Dresdner  Bank 


New  York  •  Chicago  •  Los  Angeles  ■  Mexico  City  ■  Toronto 


Will  a  tough  little  Japanese  blonde 
become  the  new  obsession 
of  American  girls? 

Watch  out, 
Barbie 

By  Gale  Eisenstodt  and  Kerry  A.  Dolan 


Feminism  isnt  big  in  Japan.  But  here 
is  Makoto  Yamashina,  president  of 
$1.8  billion  (revenues)  Bandai  Co., 
Japan's  largest  toy  company,  lavishing 
praise  on  a  tough-spirited,  leggy 
blonde  named  Sailor  Moon. 

Sailor  Moon  isn't  a  household 
name  the  way  Barbie  is.  But  Bandai 
hopes  she  might  eventually  become 
that.  She's  the  heroine  of  the  popular 
Japanese  TV  cartoon  series  Pretty  Sol- 
dier Sailor  Moon,  and  she's  already 
pure  gold  for  Yamashina's  Bandai.  In 
the  past  two  years  the  company  has 
sold  around  S400  million  (at  whole - 
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TOP:  Bandai's  Sailor  Moon 
ABOVE:  Bandai's  Makoto  Yamashina 
"These  days  girls  want  to  be  equal 
or  even  stronger  than  boys." 


sale)  worth  of  Sailor  Moon  character 
goods  in  Japan.  Mattel's  Barbie  line 
grossed  a  record  $1.1  billion  (whole- 
sale) worldwide  last  year,  but  then 
Sailor  Moon  hasn't  yet  debuted  in  the 
huge  U.S.  market.  The  battle  will  be 
truly  joined  this  year,  when  Bandai 
introduces  Sailor  Moon  to  the  U.S. 

Mattel  officials  are  watching  close- 
ly. Superhero  shows  for  girls  haven't 


done  well  in  the  U.S.  But  the  folks  at 
Mattel  realize  that  may  change.  "Sail- 
or Moon  is  a  powerful  figure  but  also 
feminine,"  says  Scott  Ray,  a  vice  presi- 
dent at  Mattel's  Hong  Kong  office.  "I 
think  she'd  do  great  in  the  U.S." 

Yamashina,  49,  has  a  brilliant  eye 
for  identifying  Japanese  comic  book 
and  cartoon  characters  that  can  move 
toys.  In  1986  he  began  making  toys 
based  on  the  characters  from  Dragon 
Ball,  a  widely  watched  TV  cartoon 
series  that  stars  a  kid  who  uses  his 
superhuman  powers  to  battle  evil 
monsters.  It  is  also  serialized  in  a 
comic  book  that  sells  some  6  million 
copies  weekly.  Last  year  alone  Bandai 
sold  some  $140  million  worth  of 
Dragon  5a//-licensed  toys,  video- 
games and  other  character  goods  in 
Japan,  and  more  elsewhere  in  Asia. 
Says  Olga  Wu,  a  marketing  manager 
at  Mattel  in  Taiwan:  "Every  kid  here 
knows  the  story  of  Dragon  Ball.'1'' 

Yamashina's  biggest  success  abroad, 
and  Bandai's  first  U.S.  triumph,  is  its 
Mighty  Morphin  Power  Rangers  line 
of  action  figures.  The  Mighty  Morphin 
Power  Rangers  TV  program  is  a  campy 
good-versus-evil  live-action  show  that 
is  based  on  a  long- running  Japanese  TV 
series  produced  by  Toei  Co.  Saban 
Entertainment  of  Burbank,  Calif,  re- 
made the  show  for  the  U.S.  market 
and,  with  Toei,  earns  royalties  from 
the  characters.  The  Power  Rangers 
show  first  aired  in  August  1993  and  is 
now  shown  on  Fox  Children's  Net- 
work six  days  a  week. 

In  the  last  two  years  the  show  has 
generated  a  buying  frenzy  for  Ban- 
dai's Power  Ranger  action  figures  not 
seen  since  the  Ninja  Turtle  craze  of 
the  late  1980s.  Bandai  estimates  that 
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in  1994  some  $250  million  (at  whole- 
sale) worth  of  Power  Rangers  were 
sold  in  the  U.S.,  and  millions  more  in 
over  20  other  countries.  Jeffrey  Stei- 
ger,  a  merchandising  manager  at  the 
FAO  Schwarz  toy  store  in  Boston, 
reports  the  Power  Ranger  boom 
shows  no  signs  of  letting  up.  Bandai 
executives  say  they  hope  to  keep  Pow- 
er Rangers  on  toy  shelves  in  the  U.S. 
for  at  least  five  years  by  coming  out 
with  new  figures  to  go  with  develop- 
ments in  the  show's  story  line. 

By  the  end  of  the  decade  Yamashina 
expects  two-thirds  of  his  company's 
toy  revenues  to  come  from  overseas 
markets,  versus  around  40%  now.  He 
has  to  look  abroad  for  growth.  The 
number  of  children  born  each  year  in 
Japan  has  declined  by  nearly  25%  since 
1980,  and  the  rapid  expansion  of 
Toys  "R"  Us  in  Japan  is  bringing  new 
competition  from  U.S.  companies 
such  as  Hasbro  and  Mattel. 

Power  Rangers  is  basically  a  boys' 
show.  That's  where  Sailor  Moon 
comes  in.  Yamashina's  instincts  tell 
him  Sailor  Moon  will  appeal  to  little 
girls  all  over  the  world.  He  explains: 
"These  days  girls  want  to  be  equal  or 
even  stronger  than  boys." 

Sailor  Moon  is  already  hot  in  Spain 
and  France  as  well  as  in  Hong  Kong, 
where  the  cartoon  has  been  on  the  air 
since  this  summer.  Like  many  Japa- 
nese cartoon  characters,  Sailor  Moon 
has  Caucasian  features. 

Andy  He\ward,  president  of  Die 
Entertainment,  a  subsidiary  of  Capital 
Cities/ABC,  thinks  the  U.S.  lit- 
tle-girl market  is  ripe  for  a  self- 
assertive  character/doll.  Die  ex- 
ecutives   are    working 
with  Toei  Co.  to  create 
a  version  of  the 
Sailor  Moon  se- 
ries for  U.S.  TV. 
The  show  will 
most    likely    air 
this  fall  and,  if  all 
goes  well  a  la  the 
Power  Rangers 

show,  create  enor- 
mous   demand    for 

A  Power  Ranger 
Object  of  con- 
sumer frenzy. 
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THE  INTERNATIONAL  NO-LOAD  LEADER 


Is  your  IRA  missing  out  on 
world-class  performance? 

T.  Rowe  Price  International  Stock  Fund  can  bring  your 
IRA  the  higher  long-term  return  potential  that  overseas 
holdings  offer.  The  Fund,  which  invests  in  a  broadly 
diversified  portfolio  of  stocks  of  established  foreign  com- 
panies, is  receiving  accolades  from  industry-watchers  of 
all  kinds  for  its  outstanding  performance.  For  the  10 
years  ended  9/30/94,  it  is  ranked  #1  out  of  15  funds  in 
the  Upper  International  Equity  Fund  Category.  *  Over 
this  period,  the  Fund  has  produced  an  impressive  average 
annual  total  return  of  18.6%.  In  addition,  for  the  fifth 
consecutive  year,  Forbes  has  placed  the  Fund  on  its 
Honor  Roll — the  only  international  mutual  fund  that  can 
claim  this  distinction.  Twenty  honorees  were  chosen  for 
the  current  ranking.  The  International  Stock  Fund's 
performance  from  3/31/84-6/30/94  was  considered.** 


Rated  #1 

by  Lipper 

(10  years) 


Forbes 

Honor  Roll 
(5  years  running) 


18.6% 

Average  Annual 
Total  Return 

( 1 0-year  period  as  of  9/30/94* ) 


Call  for  a  free  IRA  Planning  Kit.  Our  IRA  Planning  Kit 
and  Investment  Guide  can  help  you  develop  a  strategy  to 
make  the  most  of  your  IRA.  We'll  also  include  a  prospec- 
tus that  discusses  factors  to  consider  when  investing  your 
IRA  overseas,  including  currency  fluctuations  and  other 
special  risks.  As  with  any  stock  fund,  there  will  be  price 
fluctuation.  $1,000  minimum  initial  investment  for  IRAs. 
100%  no  load. 

Call  24  hours  for  a  free 
IRA  Planning  Kit  and  prospectus 

1-800-541-7894 


Invest  With  Confidence 

IRoweRice 


'According  to  Lipper  Analytical  Services,  Inc.,  which  ranked  the  T.  Rowe  Price  International  Stock 
Fund  #1  out  of  15,  #15  out  of  46,  and  #44  out  of  146  international  equity  funds  for  the  10-,  5-,  and 
1-year  periods  ended  9/30/94,  respectively.  **As  cited  in  Forbes  Magazine  (Mutual  Funds 
issue)dated  August  29, 1994. T  16.2%  and  9.0%  are  the  1_  and  5-year  average  annual  total 
returns,  respectively,  for  the  period  ended  9/30/94.  Total  return  represents  past  performance.  Past 
performance  cannot  guarantee  future  results.  Figures  include  changes  in  principal  value, 
reinvested  dividends,  and  capital  gain  distributions.  Investment  return  and  principal  value  will  vary 
and  shares  may  be  worth  more  or  less  at  redemption  than  at  original  purchase.  Request  a 
prospectus  with  more  complete  information,  including  management  fees  and  other  charges 
and  expenses.  Read  it  carefully  before  you  invest  or  send  money. 
T.  Rowe  Price  Investment  Services,  Inc.,  Distributor.  IRA024393 
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Investor's  Business  Daily 

FREE  FOR  2  WEEKS!! 

Just  call  the  toll-free  number  listed  below  and  you'll  receive 
2  weeks  (10  issues)  of  Investor's  Business  Daily  ABSOLUTELY 
FREE  ...  no  strings  attached.  Plus,  you'll  also  receive  a  FREE 
audio  tape,  "100  Ways  to  Improve  Your  Investment  Results." 

Investor's  Business  Daily  gives  you... 


•  The  Hew  America 

•  News  For  You 

•  The  Economy 

•  Computers  A  Automation 

•  Leaders  A  Success 

•  Executive  Update 


*&  800-453-5757 

24  hours  a  day,  7  days  a  week! 

Investor^  Business  Daily 

12655  Beatrice  Street,  Los  Angeles,  CA  90066 

Subscribers  within  the  last  4  months  not  eligible. 
Offer  expires  12/95  and  good  only  in  the  U.S. 
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•  Smart  Stock  Tables 

•  Expanded  Bond  Tables 

•  Company  Earnings 

•  "Stocks  In  The  News" 

•  Mutual  Fund  Coverage 


FREE  WITH 
YOUR  ORDER! 


Anyone  who  runs  a 

business  without  electricity, 

plumbing  or  telephones, 

deserves  a  little  credit. 


They're  cobblers  and  carpenters. 
Bakers  and  dressmakers. 
Throughout  Latin  America  and 
in  the  United  States,  these 
"micro-entrepreneurs"  are 
working  hard  for  their 
survival.  But  no  bank  will 
work  with  them. 

That's  where  ACC10N 
comes  in 

Through  ACCION 
International,  these 
independent  businessmen  and 
women  can  obtain  business 
training  and  small  loans  — 
often  less  than  $300  —  at  fair 
rates.  Just  enough  to  get  a 
head  start  —  and  keep 


their  micro-businesses  headed 
forward. 

For  over  30  years, 
ACCION  has  helped  thousands 


of  individuals  get  the  credit 
they  deserve.  But  the  real 
credit  belongs  to  those  who 
support  us. 

Won't  you  join  them? 
Please  send  your  tax- 
deductible  contribution  today. 


A  C  C  I  O  N 


130  Prospect  St.  Cambridge, 
MA  02139  (617)  I9>  4930 


Bandai  Co. 

Bandai's  Sailor  Moon  toys. 

Yoshinori  Watanabc,  senior  vice 
president  at  Toei,  reports  that  with 
the  success  of  Power  Rangers  there's  a 
resurgent  interest  in  Japanese  car- 
toons in  the  U.S.  Gen  Fukunaga, 
president  of  Fort  Worth,  Tex. -based 
Funimation  Productions,  is  rework- 
ing the  Dragon  Ball  show  for  the  U.S. 
market.  Fukunaga  says  it  is  possible  to 
acquire  the  rcbroadcast  rights  to  top- 
quality  animation  from  Japan  at  a 
fraction  of  its  production  costs:  "We 
have  a  $500,000  product  for 
$50,000."  He  will  spend  another 
$50,000  dubbing  his  Dragon  Ball 
footage  into  English,  adding  new  mu- 
sic and  reediting  certain  scenes.  Ya- 
mashina's  Bandai  America  is  the  mas- 


"The  point  is  to 
develop  a  character 
well  and  maintain 
it  for  a  long  time," 
says  Yamashina. 


ter  toy  licensee  for  the  U.S.  market. 

Yamashina  carefully  picks  the  char- 
acters he  licenses.  For  example,  he 
decided  not  to  get  involved  with  VR 
Troopers,  a  popular  live -action  show 
now  in  syndication  in  the  U.S.,  in  part 
because  he  felt  it  was  too  similar  to 
Power  Rangers.  "The  point  is  not  to 
have  a  lot  of  different  products,"  says 
Yamashina,  "but  to  develop  a  charac- 
ter well  and  maintain  it  for  a  long 
time."  Instead,  Hasbro's  Kenner  divi- 
sion recently  licensed  the  VR  Troopers 
characters  for  the  toy  market. 

Daiwa  Institute  of  Research  pre- 
dicts that  this  year  Bandai  will  earn 
$70  million,  on  $2.1  billion  in  sales, 
up  19%  from  last  year.  The  company's 
value  on  the  Tokyo  stock  market  now 
exceeds  $1.8  billion.  Yamashina  and 
his  father,  who  started  the  company  in 
1950,  own  6%  of  Bandai's  stock, 
worth  nearly  $100  million. 

In  mid-December,  Bandai  an- 
nounced it  was  hooking  up  with  Ap- 
ple Computer  to  develop  a  multi- 
media device.  It's  too  early  to  say 
whether  it'll  be  a  hit.  But  Yamashina 
makes  clear  the  extent  of  his  ambi- 
tions for  Bandai  when  he  says:"Walt 
Disney  is  our  real  rival."  ■■ 
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A  positive 
a++itude 


It  does  seem  as  if  India,  the  nation,  has  caught  up  with  Essar,  the 
corporation.  Our  belief  in  a  positive  attitude  is  today  the  preserve  of 
an  entire  country.  With  good  reason,  too. 

India's  recent  economic  surges  have  catapulted  it  into  the  top  5 
investment  markets.  Stoking  this  interest  further  is  its  base  of  potential 
consumers,  over  200  million  strong.  India's  commitment  to  a  market- 
driven  economy  indicates  a  spurt  of  30%  in  corporate  returns. 

At  Essar,  a  $2  billion-asset  company  with  quality  professional 
management,  we  see  ourselves  as  major  contributors  to,  and 
beneficiaries  of,  this  ideal  scenario.  We've  already  achieved  business 
leadership  in  steel,  shipping,  oil  &  gas,  power,  finance.  And  a  position 
among  the  world's  largest  groups.  As  we  explore  further,  our  clients 
and  affiliates  are  discovering  that  in  India,  we  test  positive. 

STEEL'SHTPPING'Oa  &  GAS 'POWER 'FINANCE  •TURNKEY  PROJECTS 'TRADING 


Fax  business  enquiries  to  Bombay  91-22-493-2695,  London  44-71-839-3542,  New  York  1-212-758-5860,  Hong  Kong  852-526-5220. 
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In  postelection  comments  liberals  show  they  despise 
the  public  while  rhapsodizing  about  "the  people." 

Food  stamps 
for  the  soul 


BY  THOMAS  SOWELL 


Dr.  Thomas  Sowell  is  an  economist 

and  a  senior  fellow  at  the  Hoover  Institution 

in  Stanford,  Calif. 


Postmortems  on  this  year's  election 
results  have  spawned  many  theories — 
most  of  which  seem  to  include  the 
notion  that  there  is  something  wrong 
with  the  public.  How  could  they  pos- 
sibly have  voted  out  those  Democrats 
who  support  the  kinds  of  things  that 
the  media  anointed  know  to  be  right? 

Howard  Kurtz  of  the  Washington 
Post  blamed  it  on  "the  electorate's 
surly  mood."  The  public  cannot  have 
reasons.  They  just  have  emotions. 

In  a  similar  vein,  a  feature  story 
about  the  death  penalty  in  the  New 
York  Times  is  titled  "The  Rage  to  Kill 
Those  Who  Kill."  In  other  words, 
there  can  be  no  reason  to  execute 
murderers.  There  can  only  be  emo- 
tions— and  a  "faith  in  executions." 

President  Jimmy  Carter's  remark 
about  a  national  "malaise"  was  perhaps 
the  most  famous  trashing  of  the  public  in 
recent  times.  He  also  said  that  there  is  "a 
longing  for  meaning"  in  the  country — a 
foretaste  of  the  "politics  of  meaning" 
later  as;  <  .dated  with  Hillary  Clinton. 

Libci  left  disdain  for  the  public  has 
long  cot  dsted  with  a  mystical  invoca- 
tion of  "the  people."  How  can  you  tell 
the  people  from  the  public  without  a 
scorecard?  Or  even  with  one? 

Elusive  as  the  distinction  may  seem, 
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few  (if  any)  media  pundits  have  said  that 
"the  people"  repudiated  the  kinds  of 
policies  so  beloved  of  media  pundits.  It 
was  the  mindless  "public"  that  did  that. 

All  this  is  not  a  peculiarity  of  the 
vocabulary  of  the  1990s.  The  same 
kinds  of  notions  can  be  found  in  the 
writings  of  the  left  in  the  1790s — and 
during  the  two  centuries  in  between. 

William  Godwin's  Enquiry  Concern- 
ing Political  Justice  was  a  sensation  in 
the  1790s,  a  treatise  elaborating  18th- 
century  radical  ideas  originating  in 
Rousseau,  Voltaire,  Condorcet  and 
others.  To  Godwin,  "the  peasant  slides 
through  life,  with  something  of  the 
contemptible  insensibility  of  an  oys- 
ter." They  and  the  working  class  are 
"only  a  better  sort  of  brutes." 

The  same  notion  would  reappear 
much  later  in  the  20th-century  radical 
poet  Edwin  Markham,  for  whom 
"the  man  with  the  hoe"  was  "a  broth- 
er to  the  ox." 

Fabian  socialist  pioneer  George 
Bernard  Shaw  referred  to  the  working 
class  as  "detestable  people"  who 
"have  no  right  to  live." 

These  were  not  just  individual  idio- 
syncrasies. Those  who  despise  the  public 
and  yet  rhapsodize  about  "the  people" 
are  not  being  inconsistent.  The  anoint- 
ed can  transform  one  into  the  other. 

Today  that  is  called  "raising  the 
consciousness"  of  others.  Conserva- 
tives who  are  co-opted  into  support- 
ing liberal  notions  are  said  to  "grow." 
Conservative  Supreme  Court  justices 
who  go  along  with  liberal  rulings  are 
said  to  have  "grown"  and  are  virtually 
guaranteed  glowing  puff  pieces  in  the 
New  York  Times,  attributing  to  them 
all  sorts  of  unlikely  virtues. 

More  is  involved  here  than  foibles 
or  hypocrisy.  At  the  hi  a  rt  of  the  vision 
of  the  political  left  is  th«  potion  that 
some  anointed — themst      — should 


be  making  collective  decisions  for 
others,  rather  than  have  those  others 
make  their  own  individual  decisions. 

That  notion  underlies  everything 
from  Stalin's  collective  farms  to  Hillary 
Clinton's  health  care  plan.  Those  who 
yearn  for  an  "energy  policy"  or  an 
"industrial  policy"  are  echoing  the  same 
theme.  So  do  those  environmental  ex- 
tremists who  want  the  government  to 
"save"  this  and  "protect"  that — mean- 
ing save  them  from  the  public  and 
protect  them  from  the  public. 

Eugenics,  socialism,  Keynesian  eco- 
nomics and  population  control  schemes 
all  turn  on  imposing  the  superior  wis- 
dom and  virtue  of  the  anointed  to 
control  and  direct  the  otherwise  dan- 
gerous irrationality  of  ordinary  people. 

Often  the  anointed  take  it  as  axiomat- 
ic that  they  have  greater  knowledge  than 
others  and  therefore  can  make  better 
decisions.  But  this  assumption  is  wrong 
and  the  conclusion  a  non  sequitur. 

While  the  average  member  of  the 
intelligentsia  may  indeed  have  more  for- 
mal schooling  or  more  acquaintance 
with  the  fashionable  notions  of  the  times 
than  the  average  member  of  the  general 
public,  that  is  not  the  relevant  criterion. 

Each  individual  knows  his  own  val- 


Stalin's  collective  farms, 
Hillary  Clinton's  health  care 
plan.  The  common  theme: 
The  anointed  know  best. 


ues  and  tradeoffs  better  than  any  out- 
sider. Moreover,  the  knowledge 
brought  to  bear  through  the  competi- 
tion of  the  marketplace,  or  through 
the  distilled  experiences  which  shape 
traditions,  vastly  exceeds  what  any 
given  individual  can  know  on  his  own. 

There  is  also  the  assumption  that 
people  who  live  lives  that  the  anointed 
would  not  find  interesting  must  be 
bored  and  dissatisfied — and  therefore 
must  have  meaning  dispensed  to 
them  from  on  high,  like  food  stamps 
for  the  soul. 

To  say  that  there  are  other  people 
with  other  values  and  other  sources  of 
meaning  in  their  lives  would  be  to 
deny  the  values,  assumptions  and 
sources  of  meaning  in  the  lives  of  the 
anointed.  It  is  far  easier  to  attribute 
irrationality  to  the  public.  M 
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mammam 

If  you're  stuck  with  a  boring,  nerdy  image, 
do  you  try  to  make  it  over?  Thorn  McAn  is  trying 
a  different  approach.  It's  making  fun  of  itself. 

Please  excuse 
our  shoe  styles 
of  the  past 


During  its  heyday  in  the  1930s 
through  the  1960s,  Thom  McAn  sold 
good  but  inexpensive  shoes  and 
was  the  bestselling  shoe  brand  in 
the  U.S. 

That's  the  problem.  Among  the 
words  to  describe  Thom  McAn  shoes 
that  came  up  in  recent  focus  groups 
were:  boring,  ugly  and  nerdy.  Thom 
McAn,  founded  in  1922  and  named 
for  a  Scottish  golfer,  stood  for  what 
people  regarded  as  Scottish 
traits  of  sensible  value,  no 
frills.  The  focus  groups  found 
that  people  still  liked  the 
brand,  but  it  wasn't  for  them.  A 
little  like  thinking  about  Aunt 
Millie's  tuna  surprise:  a  pleasant 
memory,  perhaps,  but  you  } 
wouldn't  want  one  for  dinner 
tonight. 

Huge  discounters  like  Wal-Mart 
and  Kmart  began  cutting  deeply  into 
Thom  McAn's  market  for  shoes  in  the 
$20  to  $30  range.  The  steady  growth 
of  brands  like  Nike  and  Reebok  as 
everyday  footwear  hurt,  too.  It  hasn't 
mattered  that  McAn  was  selling  its 
own  version  of  hip  athletic  footwear. 
The  very  name  denotes  something 
stodgy,  not  trendy. 

In  1981  Thom  McAn  had  sales  of 
around  $440  million  from  1 ,200  out- 
lets nationwide.  Now  a  division  of  $7 
billion  specialty  retailer  Melville 
Corp.,  McAn  has  closed  some  two- 
thirds  of  its  stores.  Its  sales  are  down 
to  around  $275  million  from  some 
400  outlets. 

So  Thom  McAn  is  undergoing  a 
major     image      makeover.      First, 


there's  a  spiffy  new  block  type  logo 
(no  more  antiquated  script).  Now 
salespeople  are  instructed  to  work  in 
khakis  and  casual  open  shirts  instead 
of  suits. 

But  Thom  McAn  isn't  tossing  out 
the  old  image.  It's  turning  it  into  an 
object  of  fun.  "Please  ex- 


Thorn  McAn's  new 
subway  ads 
"You  can't  just 
say,  'We've 
changed.' " 


cuse  some  of  our  shoe  styles  in  the 
past,"  says  the  first  line  of  a  new 
series  of  New  York  City  subway  ads. 
Over  a  photograph  of  a  speeding 
truck,  the  copy  reads:  "For  years, 
our  new  and  updated  shoes  were 
rerouted   by   a   disgruntled   postal 


worker    and    abandoned    under    a 
bridge  near  Chicago." 

Another  ad  reads:  "Through  a 
fluke  computer  error,  the  office  sup- 
ply store  sent  us  the  wrong  desk  calen- 
dars and  we  still  thought  it  was 
1976." 

What's  the  point  of  making  fun  of 
yourself?  "There's  nothing  new  in 
just  saying,  'Come  see  us,  we  have 
changed,'  "  says  Nick  Cohen,  who 
heads  the  small  upstart  ad  agency  Mad 
Dogs  &  Englishmen,  which  handles 
the  Thom  McAn  account.  "A  lot  of 
people  do  that,  and  there's  no  reason 
to  believe  them.  So  you  have  to  use  a 
bit  of  self-deprecation  to  get  people  to 
take  you  seriously." 

The  new  ads  aren't  half  as  daring  as 
some  of  the  early  ideas  Thom  McAn 
rejected.  One  approach  was  an  overt 
apology,  followed  with  a  promise  of 
free  chocolate  in  the  stores  to  make 
amends.  "The  problem  with  that  is, 
what  kind  of  person  is  going  to  come 
in?"  says  Cohen. 

Then  there  was  the  rejected  ad 
showing  an  old  Thom  McAn  shoe 
stuffed  with  six  sticks  of  dynamite. 
Too  negative.  "There's  a  difference 
between  being  self-deprecating  and 
pissing  on  yourself,"  says  Cohen. 

Of  course,  other  advertisers  have 
used  self-mocker)'  to  sell  in  the  past. 
Most  famous,  perhaps,  is  the  old 

Volkswagen  ad  with  the  headline 

"Lemon"  over  a  shot  of  the  Bee- 
tle. Those  ads  were  crafted  in  the 
1960s    by    Doyle    Dane    Bern- 
bach — then      Thom      McAn's 
agency   as   well — in   a   period 
many  now  regard  as  advertis- 
ing's finest  age. 

Volkswagen's  ads  managed 
to  turn  the  car's  perceived 
defects  into  its  virtues.  The 
Thom  McAn  ads  pretty  much 
amount  to  an  embarrassed  "Oops." 
"There  wa$  some  discomfort  within 
the  company,"  admits  Thom  McAn 
President  Larry  McVey.  "You  tend  to 
take  it  kind  of  personal." 

In  two  months  television  viewers  in 
New  York  and  Boston  can  look  for- 
ward to  a  commercial  showing  the 
back  of  a  man  fishing  on  a  riverbank. 
The  camera  zooms  in  on  a  talking 
frog.  "Change  the  shoes,  Thom," 
croaks  the  frog. 

Will  it  sell?  What's  to  lose? 
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Franklin  Retirement  Planning  Guide 
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Can  You  Use 
a  Steady  Source 
of  Income  After 

You  Retire? 


You  probably  have  great  plans  for  your  own 
retirement.  And  right  now  is  always  the  best  time 
to  start  building  a  foundation. 

Franklin's  Retirement  Planning  Guide  is 
a  valuable  resource  that  can  help  you: 

♦  Estimate  the  retirement  income  you 
will  need. 

♦  Choose  the  funds  that  can  help  make 
your  plan  work.+ 

♦  Create  a  plan  for  your  future. 

Mutual  funds  may  be  an  ideal  choice  for  the 
long-term  goals  of  retirement  planning. 
Whether  you  are  interested  in  a  conservative 
investment  or  one  that  seeks  aggressive  growth, 
Franklin  has  a  fund  to  match  your  objectives. 

Call  your  investment  representative  or 
Franklin  today  for  a  free  brochure. 


fAn  investment  in  a  Franklin  fund  does  not  guarantee  that  your  retirement  expenses  will  be  met. 
Franklin  TempUton  Distributors,  Inc. 


Call  1-800- 
342-FUND 
Ext.   ¥418 


Franklin  Funds 

777  Mariners  Island  Boulevard 
San  Mateo,  CA  94404-1585 

ifaj/ 1  would  like  a  free  copy  of  the  Franklin 
Retirement  Planning  Guide  and  a  prospectus 
containing  more  complete  information,  including 
sales  charges  or  fees  and  expenses,  on  the  fundfs) 
checked  below.  I  will  read  the  prospectus(es) 
carefully  before  I  invest  or  send  money. 

Franklin  Growth  Fund 

Franklin  Utilities  Fund 

Franklin   Income  Fund 

Franklin  U.S.  Government  Securities  Fund 

Franklin  Money  Fund 

ITJ    I  am  currently  a  Franklin  shareholder. 

Name 

Address 

City/State/Zip 

Daytime  Phone 


F  R{  A  N  K  i  I  NJ 


A  Memher  of  the  $111  Billion  Franklin  Templeton  Group 
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COMPUTERS/COMMUNICATIONS 


Programming  simulators  was  a  daunting  task  before 
Paradigm  Simulation  started  selling  shortcuts. 

Virtual  reality 
made  easy 


By  R.  Lee  Sullivan 

There  used  to  be  a  saying  among 
computer  programmers:  Virtual  reali- 
ty can  be  fast,  pretty  or  cheap,  but  you 
can  choose  only  two  of  the  three. 

Virtual  reality  is  the  science  of  vid- 
eogames adapted  to  serious  purposes. 
It  makes  possible  the  training  of  an 
equipment  operator  or  surgeon  or  the 
like  using  the  paraphernalia  of  inter- 
active toys:  screen,  headsets,  hand 
controls  and  so  on.  It  also  makes  it 
possible  to  design  costly  machinery 
without  building  prototypes. 

The  two-of-  three  rule  said  that  if  a 
simulation  was  going  to  be  both  fast 
and  crisp  on  the  screen,  it  had  to  be 
expensive.  And  it  was.  Realistic  simu- 
lation programs  for  training  pilots  ran 
upward  of  $2  million  each.  Less  de- 
manding users  could  get  by  on  the 
cheap,  but  at  the  cost  of  cartoon 
scenery  or  sluggish  response. 

The  world  changed  in  1990,  when 
Silicon  Graphics  introduced  an 
$80,000  workstation  that  repro- 
duced detailed  backgrounds  quickly 
enough  for  realistic  motion.  That 
wiped  out  the  two-of- three  adage  and 
smelled  of  opportunity  to  three  Dallas 
programmers. 


Ronald  Toupal,  Michael  Engel- 
dinger  and  Wesley  Hoffman  put  their 
heads  together.  Working  for  a  compa- 
ny called  Merit  Technologies,  they 
had  experience  designing  military  ra- 
dar simulators.  They  knew  how  tough 
the  simulators  were  to  program.  To 


simulate  an  aircraft's  landing  lights,  a 
C  programmer  would  begin: 
cone_angle=(  1 . 0-(  float  )]/- 

( float  )numrings)*(  width/2.0); 
if(elev+width/2.0>89.0) 

.  .  .  height=zpos*200.0; 
.  .  .  and  so  on  for  3,000  more  lines. 

Why  did  things  have  to  be  so  com- 
plicated? The  thousands  of  lines  of 
instructions  that  make  a  fighter  seem 
to  fly  through  the  air  are  essentially 
the  same  as  those  that  make  a  tank 
seem  to  rumble  across  the  desert 
Why  not  sell  a  package  that  provides  a 
canned  version  of  that  basic  code, 
eliminating  the  grunt  work  and  allow- 
ing the  designer  to  focus  on  custom- 
izing the  rumble  of  the  tank  and  the 
movement  of  the  aircraft? 

The  three,  whose  age  range  is  29  to 
35,  started  Paradigm  Simulation,  Inc. 
and  began  writing  the  basic  program 
from   their   homes.   Their  first  sale' 


Canned  code 
The  basic 
instructions  that 
make  Cobra  heli- 
copter gunships 
appear  to  fly  (left) 
are  essentially 
the  same  as 
those  for  F-18 
fighters. 
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came  in  late  1990,  when  Krauss-Maf- 
fei  GmbH,  a  German  heavy-equip- 
ment maker,  used  the  program  to 
construct  a  simulator  that  trained 
tank  drivers.  Today  Boeing,  Lock- 
heed, Ford,  Volvo,  the  U.S.  armed 
forces  and  300  other  clients  use  Para- 
digm to  build  simulators  that  study 
prototypes  or  train  personnel.  Reve- 
nues reached  $4  million  last  year. 

The  simulations  built  on  Paradigm 
programs  look  spectacular:  ships  on 
seas  with  waves  that  pitch  and  roll, 
helicopter  gunships  strafing  harbor 
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warehouses  in  the  jungle,  space  shut-  Real  time 

ties  docking  with  orbiting  stations  It  takes 

above  Earth.  The  graphics  use  what  millions  of 

programmers     call     "texture     map-  calculations 

ping,"    filling   in   three-dimensional  per  second 

objects  with  shading,  shadows  and  to  redraw  rolling 

detail.  When  coupled  with  motion  waves  (right) 

platforms  that  mimic  cockpits,  the  or  detailed 

graphics  can  make  you  seasick.  structures 

It   takes    millions    of  calculations  to  keep 

each   second   to   redraw  a   texture-  pace  with 

mapped  object  to  reflect  perspective  rapidly  changing 

changes  as  the  viewer  moves  through  perspectives. 

the  virtual  world.   But,  despite  the  ■■■■ 


complexity  of  what  is  being  calculat- 
ed, calling  up  the  calculations  no 
longer  demands  complex  program- 
ming. In  lieu  of  the  3,000  lines  of  C, 
Paradigm's  customers  can  simulate 
landing  lights  by  doing  no  more  than 
moving  a  cursor  over  an  icon  labeled 
"Light  Lobes"  and  clicking  a  mouse 
button.  A  window  pops  up  with  op- 
tions to  adjust  the  size  and  intensity  of 
the  light  beam. 

"What  took  months  now  takes 
days,"  raves  programmer  David 
Edgemon  of  Nichols  Research,  a 
Nasdaq-traded  Huntsville,  Ala.  com- 
pany that  builds  launchers  for  the 
Army's  Stinger  missile.  He  says  that 
using  Paradigm's  Vega  software  pack- 
age makes  testing  missile  designs  al- 
most fun  rather  than  drudge  work. 

To  create  simulations  using  Para- 
digm software,  programmers  supply 
data  describing  landscape  and  write 


programs  defining  special  vehicle  pa- 
rameters— such  as  the  handling  char- 
acteristics of  an  F-14  fighter.  Vega 
then  joins  vehicle  with  landscape, 
moving  the  operator  through  the  vir- 
tual world.  Pointing  and  clicking  pulls 
down  windows  that  allow  the  user  to 
adjust  the  environment  by  time  of  day 
or  weather,  add  special  effects  like 
contrails   or  explosions,   or  include 


Whether  you  want  to 
simulate  a  tank  lumbering 
across  the  desert  or  a  jet 
plane  streaking  through 
the  sky,  you  can  now  use 
a  single  program  for 
creating  virtual  reality. 


computer-controlled  objects  like  ene- 
my aircraft  or  highway  traffic.  In  the 
past  all  these  things  would  have  been 
created  from  scratch. 

Michael  Pomykacz,  a  programmer 
with  the  Federal  Aviation  Administra- 
tion, uses  Vega  to  move  around  com- 
puter models  of  new  flight  control 
console  designs.  "The  time  I  saved  on 
one  project  paid  for  the  product  al- 
ready," he  says. 

Vega  costs  from  $3,500  to 
$40,000,  depending  on  the  complex- 
ity of  the  job.  Ships  need  complicated 
software  simulating  wave  motion,  but 
an  architect  moving  around  in  build- 
ings could  get  by  with  the  basic  ver- 
sion for  less  than  $10,000.  A  Silicon 
Graphics  Onyx  Reality  Engine  work- 
station running  Vega  typically  needs 
around  256  megabytes  of  fast  memo- 
ry and  3  gigabytes  of  storage  space  on 
a  hard  disk,  and  might  cost  $300,000. 

Though  40%  of  Paradigm's  reve- 
nues come  from  defense  work,  new 
simulation  applications  are  popping 
up  in  diverse  disciplines.  Renault  uses 
Vega  to  develop  simulators  to  train 
truck  drivers;  an  Italian  company  uses 
Vega  to  model  Renaissance  cities  for 
an  educational  project;  Nintendo  has 
hired  Paradigm  to  adapt  Vega  to  vid- 
eogame development. 

If  Paradigm  has  its  way,  almost 
everybody  will  be  able  to  create  virtual 
reality  programming.  Future  versions 
will  require  no  computer  experience 
whatsoever. 

Paradigm  marketing  head  Michael 
Smoot  thinks  that  this  will  soon  allow 
people  in  business,  the  arts  and  educa- 
tion to  use  graphics  in  new  and  cre- 
ative ways.  Smoot  gets  carried  away  a 
bit:  "Three-dimensional,  [full-mo- 
tion] graphics  will  be  as  influential  as 
the  printing  press."  HI 
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Cellular  oversell 
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Richard  A.  Shaffer  is  founder  of  Technologic 
Partners,  a  technology  consulting 
company  in  New  York  City,  and  publisher  of 
Technologic  Computer  Letter. 


The  GREAT  cellular  bonanza  is  under 
way.  The  federal  government's  auc- 
tion of  new  cellular  frequencies,  the 
first  of  which  opened  on  Dec.  5  and 
will  go  on  for  perhaps  90  days,  will 
presumably  yield  a  bonanza  for  the 
Treasury,  $10  billion  or  more.  It  is 
also  presumed  that  telephone  cus- 
tomers will  reap  a  bonanza.  Existing 
frequencies  are  so  crowded  in  New 
York  and  Los  Angeles  that  license 
holders  are  scalping  basic  service  at 
$40  a  month.  When  the  new  licenses 
come  in,  rates  will  crash. 

I  can  hardly  wait.  But  if  history  is 
any  guide,  Til  have  to. 

In  principle,  there  is  room  in  the 
ether  for  a  lot  more  telephoning.  Ex- 
isting cellular  licensees  (two  in  each 
city)  share  40  megahertz  of  broadcast 
spectrum.  The  new  licenses  will  cover 
a  combined  120  megahertz. 

Digital  electronics  meanwhile  is  ex- 
panding, by  a  factor  of  at  least  six,  the 
number  of  calls  that  can  be  packed 
into  each  megahertz.  The  existing 
transmitters  will  be  retrofitted  with 
digital  capability  over  the  next  de- 
cade. Analog  handsets  will  slowly  be 
replaced  by  digital  ones.  The  new 
licensees  will  use  digital  technology 
from  the  start,  though  in  the  interest 
of  seamless  national  coverage,  many 
of  the  handsets  will  work  on  both  old 
and  new  networks. 

Why  am  I  hesitant  to  join  in  pro- 
claiming an  immediate  payoff  from  all 
this?  Because  it  takes  so  much  time 
and  money  to  get  a  new  electronic 
technology  out  into  the  marketplace. 
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The  old-style  cellular  telephone  re- 
quired a  decade,  after  service  began  in 
the  fall  of  1983,  to  become  a  consum- 
er product.  This,  after  the  industry 
had  spent  $14  billion  on  network 
construction,  or  about  $870  per  sub- 
scriber. Indeed,  it  was  not  until  the 
end  of  the  third  year  of  operations 
that  the  total  revenue  from  cellular 
service  at  last  began  to  exceed  the 
amount  of  money  that  had  been  spent 
to  make  the  service  possible. 

The  new  cellular  is  part  of  a  general 
opening  up  of  the  airways  that  goes  by 
the  meaningless  jargon  "personal 
communications  services."  One  part 
of  PCS  is  a  set  of  50-kilohertz  channels 
auctioned  off  this  fall  for  improved 
pager  services.  Another  sets  aside  20 
megahertz  for  unlicensed  wireless  lo- 
cal-area networks  and  cordless  tele- 
phones. The  greatest  commercial 
possibilities,  however,  lie  in  the  radio 
spectrum  between  1,850  megahertz 
and  1,990  megahertz,  set  aside  for 
new  cellular  telephone  licensees,  up 


other  $5  billion  is  spent  each  year  for 
the  next  decade  on  the  hardware.  The 
$60  billion  total  would  be  almost  four 
times  the  cost  of  today's  cellular  sys- 
tem. After  a  decade,  there  are  only] 
about  20  million  old-style  cellular 
customers;  a  decade  hence,  will  there  [ 
be  two  or  three  times  that  many  cus- 
tomers for  cellular  II? 

For  answers  we  have  only  guess- 
work. The  latest  forecast  by  the  Per- 
sonal Communications  Industry  As- 
sociation shows  subscribers  for  the  I 
new  licensees  reaching  8.6  million  by 
1998,  or  about  the  same  number  of 
customers  that  old  cellular  had  after  | 
eight  years  in  business. 

It's  already  clear,  however,  that  the  I 
new  systems  won't  be  under  way  until 
the  first  half  of  1996.  When  it  does] 
arrive,  the  hardware  won't  be  cheap. 
The  handsets  will  start  out  (whole- 
sale) at  $300.  That  compares  with  al 
typical  retail  price  of  less  than  $100 
for  today's  cellular  phones. 

In  addition,  it's  apparent  that  manyl 
of  the  new  networks  are  going  to  bel 
owned,  operated  and  priced  by  to-l 
day's  cellular  companies.  One  reason! 
is  the  huge  capital  cost  of  the  trans-l 
mitters.  Another  is  that  marketing! 


Wireless  communication  will  be  a  medium  for  the  masses. 
The  question  is  when  and  at  what  cost. 


to  six  in  each  city. 

The  new  cellular  space  is  located 
right  at  the  intersection  of  computers 
and  communications.  This  is  the  terri- 
tory in  which  the  next  generation  of 
communicating  devices,  the  smart 
phones  and  personal  digital  assistants, 
will  operate.  Enormous  sums  will  be 
spent  to  develop  the  market  by  such 
companies  as  AirTouch  Communica- 
tions, American  Personal  Communi- 
cations, AT&T  Wireless,  Bell  Atlantic, 
BellSouth  and  almost  every  other 
company  that  has  even  considered  the 
future  of  telecommunications. 

Eventually,  I'm  convinced,  hyper- 
bole in  the  news  columns  and  millions 
of  dollars  of  advertising  will  turn  wire- 
less communication  into  a  medium 
for  the  masses.  The  question  is  when 
and  at  what  cost. 

Let's  assume,  as  seems  likely,  that 
$10  billion  is  spent  to  acquire  the 
licenses  for  the  new  cellular  and  an- 


cellular  requires  a  nationally  recog- 
nized brand  name. 

Adoption  will  be  delayed  by  the 
uncertainties  over  electronic  stan 
dards.  Some  cellular  operators  are 
behind  an  approach  known  as  time 
division  multiplexing.  Others  advo 
cate  the  incompatible  code-division 
multiplexing.  The  Europeans,  with  ar 
eye  on  world  markets,  are  taking  yet 
another  approach.  A  version  of  these 
European  technical  standards  ma) 
find  acceptance  in  the  U.S.  as  well. 

Over  the  next  few  decades,  as  tht 
Federal  Communications  Commis 
sion  liberates  more  frequencies  tc 
wireless  traffic,  there  will  be  spec- 
trum enough  for  all  the  proposec 
networks.  Indeed,  close  to  1 00  giga 
hertz  (100,000  megahertz)  of  use 
ful  microwave  spectrum  remair 
underutilized.  But  will  there  be  cus-> 
tomers  enough  to  justify  the  hug< 
investments? 
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he  citizens  of  Atlanta,  Georgia  depend  on  their  fire  department. The  Atlanta  Fire  Department  depends  on  a 
Muratec  plain-paper  fax  machine  with  superfine  resolution  and  error  correction.  It's  used  to  receive  drawings 
of  burning  buildings  and  safety  data  sheets  on  hazardous  materials.  Muratec.  Count  on  it.  1-800-543-4636. 
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This  may  be  stating  the  obvious,  but  sometimes,  it's  worth  stating  the  obvious.  We've  observed 
that  the  most  successful  companies  out  there — companies  like  Ford,  AT&T,  General  Electric — have 
one  thing  in  common. 

They  believe  in  the  future.  And  they  put  their  money  where  their  belief  is. 

Year  in  and  year  out,  these  companies  are  among  the  top  10  spenders  on  research  anc 
development.  And  on  that  same  top  10  list,  in  the  number  7  position,  you'll  find  Digital.  Oui 
long-standing  commitment  to  R&D  (we  spend  more  than  Apple,  Compaq  and  Sun  combined' 
has  led  to  the  development  of  one  breakthrough  after  another.  , 

From  the  world's  first  64-bit  chip,  Alpha,  and  the  industry's  fastest  workstations  and  servers,  tc 
leading-edge  software  products  such  as  LinkWorks^  our  award-winning  groupware  application. 

From  the  highest-quality,  most  standards-compliant  version  of  the  UNIX8  operating  system,  DEC 
OSF/1*  to  OpenVMS,™  which  meets  the  key  standard  of  openness  from  X/Open7  the  nonprofit  open  standard 
consortium,  not  to  mention  groundbreaking  video  servers  and  other  interactive  information  technologies 
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These  technologies  are  leading  the  way  for  everything  from  video-on-demand  and  home 
shopping  to  interactive  education.  Our  commitment  to  R&D  remains  unchanged  at  Digital.  What 
has  changed  is  our  way  of  going  about  it.  It  used  to  be  that  the  hardest  part  of  R&D  here  wasn't 
coming  up  with  the  ideas.  It  was  pushing  them  through  the  system. 

So,  we've  changed  the  system.  From  one  of  Byzantine  complexity,  to  one  of  resolute  clarity. 
What  exists  today  at  Digital  is  a  system  where  the  scientific  and  pragmatic  go  hand  in  hand.  A 
d)    system  in  which  ideas  are  born  and  nurtured  not  just  to  promote  innovation  for  innovation's  sake, 
but  rather,  to  help  customers  in  real,  meaningful  ways. 

What  it  all  comes  down  to  is  this.  Digital  was,  is  and  will  continue  to  be  one  of  the  biggest 
proponents  of  research  and  development  in  the  country.  For  one  simple  reason.  We  believe  that 
;[    investing  in  the  future  is  the  smartest  way  to  secure  your  place  there. 

For  more  information,  please  call  1-800-DIGITAL  or  you  can  reach  us  via  our  Internet  address: 
5    moreinfo@digital.com. 
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Michael  Gianturco  is  president  of 
The  Princeton  Portfolios,  a  New  Jersey  asset 
management  firm  that  specializes  in 
science  and  technology  stocks. 


You  know  what  the  old-timers  say 
about  being  too  picky  about  a  stock: 
The  downside  is,  you  might  miss  the 
boat.  The  upside  is,  you  might  miss 
the  Titanic. 

I  missed  a  few  boats  over  the  past 
year,  but  I  also  missed  some  sinkings. 
On  the  whole,  the  performance  of 
stocks  recommended  in  this  column 
over  the  past  year  compares  favorably 
with  the  market:  They  were  up  6.7% 
during  a  period  when  the  average 
Nasdaq  stock  was  off  3 .3%  and  the  S&P 
500  lost  2.8%.  Here  is  my  annual 
report  to  readers. 

The  year  had  19  buy  recommenda- 
tions in  13  columns,  beginning  with 
the  Dec.  6, 1993  issue.  Electronics  for 
Imaging,  a  manufacturer  of  high- 
speed digital  printing  systems,  recom- 
mended Dec.  6,  was  the  best  perform- 
er. Landmark  Graphics,  a  geophysical 
software  company  that  went  down  on 
disappointing  earnings,  was  the 
worst.  Both  stocks  are  keepers. 

One  near-miss  was  particularly 
frustrating:  Wonderware,  which 
makes  software  to  automate  engi- 
neering and  manufacturing  processes. 
This  stock  was  offered  over-the- 
counter  at  1 5  when  I  wrote  a  column 
recommending  it  in  early  August. 
Hoping  for  a  trading  pullback,  I  sug- 
gested it  was  a  buy  at  14.  The  stock's 
lowest  touchdown  in  August  was 
14V4.  So  if  you  followed  my  advice 
exactly,  you  never  bought  any.  Won- 
derware has  since  gained  83%. 

I  know  from  the  mail  that  a  good 
many  readers  did  in  fact  buy  Wonder- 


ware,  and  since  they  are  in  it,  we 
should  ask  now  whether  such  an  ex- 
cellent runup  can  be  expected  to  con- 
tinue into  1995.  Fundamentally,  the 
company  and  its  technology  are  solid, 
and  the  growth  of  the  business  should 
continue  apace.  The  only  real  alarm 
here  is  that  the  stock's  gain  surmounts 
our  particular  list — and  is  probably 
very  high  on  everyone  else's.  When 
everybody  loves  a  stock,  there's  rea- 
son to  be  careful.  Nonetheless,  I  think 
you  should  hang  on. 

Besides  Landmark  Graphics,  this 
year's  major  disaster  was  Level  One,  a 
semiconductor  company  I  recom- 
mended in  September  at  20.  The 
stock  climbed  past  20  before  the 
magazine  appeared.  In  October  it  hit 
32.  Then  it  blew  apart,  apparently 
as  a  result  of  downgraded  earnings 
estimates.  On  one  day,  Oct.  13,  it 
fell  from  28  to  I8V4.  A  reader  who 
followed  my  buying  limit  literally 
would  have  picked  up  the  stock  on 
the  way  down  at  20,  and  is  now 
showing  a  35%  loss. 

I  learned  a  lesson  from  this  unfortu- 
nate stock:  Be  more  specific  about 


Scorecard 

Stock 

Date1 

Gain/loss2 

Electronics  for  Imaging 

12/6/93 

40.5% 

Cognex  Corp 

12/6/93 

37.1 

Corel  Corp 

12/6/93 

32.6 

Veritas  Software 

11/7/94 

29.3 

Amgen 

5/23/94 

28.9 

Apertus  Technologies 

9/12/94 

27.1 

Applied  Innovation 

9/12/94 

25.3 

Perceptron 

10/10/94 

23.8 

Chiron  Corp 

5/23/94 

15.8 

Biogen 

5/23/94 

5.4 

Gilead  Sciences 

5/23/94 

2.5 

Genentech 

5/23/94 

-1.8 

Genzyme  Corp 

5/23/94 

-6.7 

Agouron  Pharmaceuticals 

5/23/94 

-8.1 

Wall  Data 

7/18/94 

-10.5 

VLSI  Technology 

4/25/94 

-18.4 

Three-Five  Systems 

9/12/94 

-21.7 

Level  One  Communications 

9/12/94 

-34.8 

Landmark  Graphics 

6/20/94 

-39.7 

Portfolio  gain/loss 

6.7% 

S&P  5003 

-2.8 

Nasdaq3 

-3.3 

'Forbes  issue.    2After  1%  commission. 

3Twelve  months  through  Dec.  5, 

1994. 

how  long  a  recommendation  should 
stand.  Here's  my  new  rule:  A  buy 
recommendation  with  a  limit  price  is 
good  for  only  two  weeks  after  the 
folio  date,  which  is  the  date  printed  at 
the  bottom  of  a  magazine  page.  That 
cutoff  date  gives  readers  not  quite  a 
month  after  receiving  the  magazine  to 
do  a  trade.  If  the  stock  dips  to  (or 
crashes  through)  my  limit  price  after 
that  cutoff,  don't  buy  it. 

For  the  purpose  of  scoring  myself 
fairly  in  the  annual  retrospective,  I 
will  treat  a  buy  recommendation 
with  a  limit  price  as  if  it  were  a 


Don't  put  in  a  good-till- 
canceled  order.  It  makes 
you  a  sitting  duck. 


standing  buy  order  good  until  the 
cutoff  date.  But  I  hope  that  if  you 
are  trading  on  this  column  you  can 
be  more  discriminating  in  your  use 
of  limit  orders.  Never  put  in  a  good- 
till-canceled  order.  It  makes  you  a 
sitting  duck  for  traders  who  want  to 
unload  the  stock  when  it  is  crashing, 
often  for  good  reason. 

Instead,  make  your  limit  orders 
good  for  the  day  only,  and  enter  them 
after  trading  has  opened  in  your  target 
stock.  That  way,  if  the  company  an- 
nounces after  close  of  business  on 
Tuesday  that  it  just  lost  its  only  pat- 
ent, you  won't  be  innocently  picking 
the  stock  up  at  an  inflated  price  at 
9:30  on  Wednesday  morning. 

At  some  risk  of  missing  another 
Wonderware,  I  will  continue  to  put 
buying  limits  with  recommendations 
when  I  feel  they  are  appropriate. 
There  is  no  point  chasing  a  rising 
technology  stock  once  it  has  rocketed 
past  a  reasonable  entry  price. 

In  the  table  I  have  assumed  a  pur- 
chase price  equal  to  my  buying  limit,  if 
one  was  mentioned  and  the  stock  hit 
it.  If  no  limit  price  was  specified,  I 
used  the  last  trade  on  the  day  two 
weeks  before  the  folio  date,  which  is 
when  the  magazine  reaches  most 
readers.  I  have  added  an  estimated  1% 
commission  to  the  buying  price.  The 
unmanaged  indexes  with  which  I  am 
comparing  the  results  do  not,  of 
course,  get  docked  for  such  transac- 
tion costs.  WM 
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How  will  people  get  their  news  and  infor- 
mation in  20  years?  ■  The  way  technology 
is  changing,  no  one  can  say  for  sure.  But  at 
Knight-Ridder,  we're  making  some  pretty 
educated  guesses.  In  Boulder,  Colorado,  at 
our  Information  Design  Lab,  we're  working 
on  the  newspaper  of  the  next  century  — 
imagining  revolutionary  ways  to  connect 
people  with  information.  ■  Other  Knight- 
Ridder  innovations  are  up  and  running. 
Like  Mercury  Center,  our  online  extension 
of  the  San  Jose  Mercury  News.  And  KR 
Video,  a  nightly  broadcast  in  Philadelphia 
based  on  the  next  day's  Inquirer.  We  serve 


subscribers  in  more  than  1 00  countries  with 


Dialog,  the  world's  leading  online  service  for  business  and  professional  information.  We  also  provide  real-time  mar- 
ket data  with  Knight-Ridder  Financial.  ■  But  regardless  of  how  people  receive  information  in  the  future,  someone 
will  have  to  go  out  and  get  that  information.  And  help  people  understand  what  it  means.  That's  why  Knight-Ridder 
is  positioned  for  continued  solid  growth.  Collectively,  our  journalists  and  photographers  have  earned  62  Pulitizer 
Prizes  —  more  than  any  other  news  organization.  That  standard  of  excellence  grows  more  and  more  valuable  as 
technology  changes.   Because  it's  the  difference  between  information  and  something  that  actually  informs. 


KNIGHT-RIDDER 


rcnounHL  HrrHino 


EDITED  BY  WILLIAM  G.  FLANAGAN 


If  you  like  to  ride  to  hounds,  try  Ireland, 

where  the  cost  is  reasonable  and  the  horses  so  big 

they  fly  over  the  walls  and  ditches. 


Tallyho! 


By  Ray  Brady 

As  A  Marine  lieutenant  in  Vietnam, 
Kenneth  Carlisle  helicoptered  behind 
enemy  lines  to  capture  Vietcong  sol- 
diers for  interrogation. 

That  didn't  scare  him  as  much  as  his 
first  try  at  foxhunting  in  Ireland  did. 
"Here  I  was,"  he  recalls,  "on  this 
huge  horse  I  had  never  ridden  before. 
I  had  no  idea  what  the  terrain  was  like, 
and  I  said,  'My  God,  what  have  I 
gotten  myself  into?'  " 

Answer:  He'd  gotten  himself 
hooked.  Now  the  California  business- 
man periodically  lands  at  Shannon 
Airport,  boots  in  hand.  Why  Ireland? 
This  is  a  country  that  takes 
its  fox  hunts  seriously.  On  a 
Sunday  hunt  half  the  local 
village  may  turn  out,  fol- 
lowing the  hunt  on  foot  or 
by  car,  cheering  on  hounds 
and  riders. 

To  get  the  feel,  come  to 
one  of  the  little  crossroads 
that  dot  the  Irish  country- 
side. Only  a  pub  marks  this 
site.  One  moment  all  is  se- 
rene. Then  a  horse  trailer 
pulls  up,  then  another. 
Hounds  scramble  out  of 
hunt  trucks.  Riders  appear 
in  coats  of  black  or  red  (the 
latter  called  "pink,"  after  a 
tailor  named  Pink  who,  leg- 
end has  it,  first  made  them) 
to  tighten  girths.  A  few 
come  running  out  of  the 
pub,  fortified  for  the  ride 
ahead. 

The  hounds  dive  into  a 
patch  of  gorse.  Suddenly,  a 
blur  of  reddish  fur  comes 
flying  out.  Tallyho!  The 
huntsman's  horn  sounds  a 
tinny  toot-toot-toot,  and 
the  chase  is  on. 

Gripping  your  horse,  you 
come  to  the  first  obstacle:  a 
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huge  stone  wall.  You  think:  No  horse 
can  clear  that.  A  small  boy,  astride  a 
Connemara  pony  and  wielding  a  stick 
for  a  crop,  sails  over  it.  You  clear  it, 
too,  your  hefty,  17- hand  hunter  hard- 
ly breaking  stride.  Now  you've  got 
confidence.  Your  blood  is  up.  The 
horse  is  galloping  hard,  the  breeze  in 
your  face. 

A  ditch.  The  horse  collects  itself, 
executes  a  high  leap  into  the  air,  and 
you're  over  that,  too.  The  fear  is  gone 
now.  Abruptly  the  hounds  lose  the 
scent.  Time  for  you  and  your  horse  to 
catch  your  breath.  Meanwhile,  the 


Riders  and 
Hunting  in 


hounds  prepare  for  the  chase  in  County  Limerick 
Ireland  makes  you  feel  part  of  history. 


hounds  run  in  tight  circles,  sniffing, 
uttering  anxious  little  yips,  desperate 
to  pick  up  the  scent.  A  quiver  of 
excitement  runs  through  horses  and 
riders.  Hounds  have  struck  a  line. 

You  don't  have  to  spur  your  horse. 
He's  off  and  running.  Exults  Irish 
hunting  addict  Ken  Carlisle:  "If 
you've  got  any  business  or  financial 
worries,  they're  gone — you're  caught 
up  in  the  hunt." 

About  being  scared:  Few  people 
get  seriously  hurt.   Ireland's  horses 
have  been  bred  for  centuries  to  take 
those  ditches  and  walls.  They  develop 
big  bones,  stamina  and  in- 
telligence.   About   all   the 
rider  has  to  do  is  stay  on. 
"Give   an  Irish  horse  his 
head,"    says    Jerry   Miller, 
president  of  AAA  Bluegrass/ 
Kentucky,  a  travel  agency. 
"They  know  their  job,  all 
you   have   to   do   is   trust 
them." 

At  one  stone  wall,  a  rider 
tumbles  off.  Nobody  wor- 
ries. The  rain  that  keeps 
Ireland  green  also  keeps  the 
ground  soft.  Andrea  Mar- 
tin, director  of  sales  and 
marketing  for  New  Jersey's 
Aerosource  Inc.,  laughing- 
ly describes  her  Irish  tum- 
ble: "There  was  a  drop,  and 
at  the  bottom  you  had  to 
jump  over  a  huge,  fallen 
tree  lying  at  a  tricky  angle.  I 
fell  off  going  over  that  tree, 
and  going,  I  fell  off  again. 
But  I  never  got  hurt." 

Animal  rights  readers  can 
relax:  The  fox  often  gets 
away.  On  the  long  ride 
back,  you  remember  with 
pleasure  where  it  was  you 
left  your  car.  When  you  get 
to  the  pub  somebody's  al- 
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Ireland's  horses  have  been  bred  for  centuries  to  take  ditches  and  walls 

No  one  worries  about  tumbles;  the  rain  that  keeps  Ireland  green  also  keeps  the  ground  soft. 


ready  bought  the  first  round,  and 
you're  holding  a  hot  Irish  whiskey. 

In  Ireland,  of  course,  bars  are  as 
much  for  talking  as  for  drinking. 
You're  treated  to  some  fine  "craic" — 
Irish  for  great  fun.  After  one  memora- 
ble chase  with  the  Galway  Blazers,  we 
all  trooped  into  a  wonderful  place 
called  Moran's  of  the  Weir.  For  hours 
the  laughter  and  stories  continued  as 
we  ate  oysters,  fresh  out  of  Galway 
Bay,  and  washed  them  down  with 
Guinness. 

Hunting  in  Ireland  makes  you  feel 
part  of  history.  If  you  ride  with  the 
Duhallow  Hunt,  near  Cork,  you're 
with  a  group  that  was  chasing  foxes 
before  1745.  Go  with  the  Scarteen, 
and  Master  of  Fox  Hounds  Chris 
Ryan  may  invite  you  back  to  Scarteen 
House,  the  ancestral  home  of  the 
Ryans.  There,  on  the  walls,  you'll  see 
oil  portraits  of  generations  of  Ryans, 
all  in  full  hunting  kit;  this  one  family 
has  been  running  this  hunt  for  more 
than  300  years. 


Ray  Brady  is  economics  reporter  for  CBS  News. 


Miller  recommends  that  green- 
horns start  with  the  Galway  Blazers  or 
the  County  Limerick  Hounds;  their 
terrain  most  approaches  what  a  rider 
may  be  used  to  in  the  U.S.  By  the  way, 
the  Blazers  got  their  name  back  in  the 
mid- 19th  century  when  an  all-night 
hunt  part}'  ended  with  the  host  hotel 
burning  down. 

What  to  wear?  I've  seen  an  English 
lord,  in  top  hat  and  pink  coat,  get  out 
of  his  private  helicopter  and  a  few 
minutes  later  be  chatting  away  with  a 
farmer  in  gumboots  and  battered 
tweed  jacket.  The  farmer,  however, 
was  Irish.  As  a  visitor,  you  should  be 
properly  attired  in  black  coat,  canary 
breeches,  white  stock,  black  boots 
and  hard  hat.  Anyhow,  that's  part  of 
the  fun. 

A  major  appeal  of  fox  hunting  in 
Ireland  is  that  it  doesn't  cost  an  arm 
and  a  leg.  The  capping  fee,  collected 
to  defray  the  cost  of  the  hunt,  usually 
runs  about  $100.  Hiring  a  horse  for 
the  day  is  only  $100. 

When  to  go?  Right  now,  if  you  like: 
The  season  starts  in  autumn  and  runs 
through  early  spring. 


The  Irish  Tourist  Board  in  New 
York  (212-418-0800)  can  help  with 
arrangements — names  and  dates  of 
hunts,  whom  to  contact,  etc.  There 
are  hotels  that  specialize  in  hosting 
devotees.  At  the  foxhunting  center  of 
Adare,  in  County  Limerick,  Manager 
Bryan  Murphy  of  the  Dunraven  Arms 
Hotel  often  will  accompany  guests 
hunting  with  the  Scarteen,  Blazers, 
Limerick  and  other  hunts. 

In  Cork,  there's  the  Arbutus 
Lodge,  winner  of  a  coveted  star  from 
Egon  Ronay,  the  European  food  crit- 
ic. Its  owner,  Declan  Ryan,  often 
doffs  his  chef's  toque  to  ride  with 
guests  in  the  Duhallow,  United  and 
other  hunts  outside  Cork.  "I  run  the 
hotel,"  he  once  told  me,  "to  pay  for 
the  foxhunting." 

But  be  careful.  The  sport  is  addic- 
tive. English  novelist  Anthony  Trol- 
lope  wrote  that  after  his  first  fox  hunt, 
"Nothing  has  ever  been  allowed  to 
stand  in  the  way  of  hunting — neither 
the  writing  of  books,  nor  any  other 
pursuit."  Trollope  went  on  that  first 
hunt  in — where  else? — Banagher, 
Ireland.  BH 
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The  280 -Horsepower 
Lincoln  MarkVm 

Of  all  the  places  you  could  go  to  enjoy  a  great  performance, 
none  compare  to  the  drivers  seat  of  the  Lincoln  Mark  VIII. 

That's  where  you'll  experience,  firsthand,  the 
power  and  exhilaration  of  Mark  VIQ's  32-valve  280-horse- 
power  Four-Cam  V-8  InTech™  System"  designed  to  take  you 
100,000  miles  before  its  first  scheduled  tune-up.  And 
where  you'll  enjoy  the  benefits  of  its  unique  computer- 
managed  suspension  system  that  automatically  lowers  the 
car  at  55  mph  for  better  handling. 

But  power  isn't  all  the  Lincoln  Mark  VIII  has  to 
offer.  Within  the  recesses  of  its  plush  interior  lay  all  the 
amenities  you  could  wish  for  in  a  luxury  sports  coupe. 
Including  six-way  power  front  seats,  CD  player,"  voice- 
activated  phone"  and  a  sweeping  interior  that  virtually 
wraps  itself  around  you. 

There's  also  standard  dual  air  bags,*  four-wheel 
anti-lock  brakes  and  the  Lincoln  Commitmentf  a  compre- 
hensive owner  benefits  package  including  24-hour  Roadside 
Service  Assistance  and  a  complimentary  service  loaner.1' 
For  further  information  about  Lincoln  Mark  VIII,  call 
1  800  446-8888.  And  put  yourself  in  the  center  of  an 
incomparable  performance. 
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LINCOLN 

What     A     Luxury    Car    Should     Be 
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Western  art  has  long  been  hot,  so  it  was  just  a  matter  of 
time  before  chaps,  spurs  and  barbed  wire  caught  on,  too. 


True  grit 


By  Terzah  Ewing 


J. P.  Bryan  is  a  great-great-great-grandnephewof  Stephen  F.  Austin 

Small  wonder  his  Houston  offices  brim  with  remnants  of  the  Old  West. 


James  Perry  (J. P.)  Bryan,  chief  exec- 
utive officer  of  Nuevo  Energy  in 
Houston,  is  a  great-great-great- 
grandnephew  of  Stephen  F.  Austin, 
the  founding  father  of  Texas.  So  it's 
no  surprise  his  offices  are  crammed 
with  old  land  maps,  letters,  photos  of 
bronco  busters,  saddles  and  saddle 
bags,  hundreds  of  sets  of  old  spurs, 
bridles,  safes  and  chaps. 

Bryan  inherited  his  Texasmania 
from  his  father,  J. P.  Bryan  Sr.,  who 
collected  rare  documents,  books  and 
maps  relating  ro  Texas  history.  Bryan 
Sr.  died  in  196o.  The  son  had  hoped 
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to  inherit  the  collection  but  found 
that  his  father  had  sold  it  to  the 
University  of  Texas  in  Austin.  For 
almost  30  years  Bryan  has  worked  at 
building  his  own  collection. 

It  includes  the  usual  art  and  fire- 
arms but  also  everyday  stuff  that  cow- 
boys and  other  settlers  of  the  Old 
West  wore  and  used.  The  gear  doesn't 
come  cheap  anymore:  A  fine  set  of  old 
spurs,  made  by  the  likes  of  G.S.  Gar- 
cia, can  cost  more  than  $20,000. 
Bryan's  total  collection,  numbering 
7,000  pieces,  is  worth  well  into  seven 
figures. 


Some  of  his  collection  decorates  a 
hotel  Bryan  owns,  the  Gage,  in  Mara- 
thon, Tex.,  near  Big  Bend  National 
Park.  But  most  of  the  pieces  are  now 
scattered  throughout  his  company 
headquarters,  in  conference  rooms, 
hallways  and  private  offices.  The  col- 
lection is  so  big  it  requires  its  own 
curator. 

In  Bryan's  own  office  are  dozens  of 
items,  ranging  from  an  express  (stage- 
coach) wagon  safe  to  a  horsehair  bri- 
dle made  by  prison  inmates.  In  the 
heyday  of  the  Old  West,  prisoners 
made  cowboy  gear  to  keep  themselves 
busy.  Those  bridles  now  bring  up  to 
$7,500. 

Spurs  are  prized,  especially  those 
made  by  renowned  craftsmen  like 
Garcia,  who  plied  his  trade  out  of 
Elko,  Nev.  around  the  turn  of  the 
century.  They  now  go  for  anywhere 
from  $7,500  to  $20,000.  One  elabo- 
rate set  of  Garcia's  California  spurs, 
presented  in  1903  to  Harry  Brennan, 
a  world  champion  bronco  rider,  de- 
picts a  California  bear  on  one  side  and 
a  Texas  star  on  the  other.  The  spurs 
sold  for  $46,000  last  January  at  the 
Wild  West  Collectors  Show  &  Auc- 
tion in  Mesa,  Ariz. 

Other  famous  spurmakers  include 
August  Buermann,  of  Newark,  N.J., 
and  John  Robert  McChesney,  of  Bro- 
ken Arrow,  Okla.  Working  in  iron  and 
silver,  artisans  of  the  period  crafted 
spurs  in  three  motifs:  the  decorative 
California  style  and  the  more  utilitari- 
an Texas  and  Northern  Plains  styles. 

Also  hot  are  old  chaps — the  leather 
coverings  cowboys  wore  over  their 
pants  to  protect  their  legs  from  thorny 
brush.  Woolly  chaps — covered  with 
dyed  angora  goat  hair — bring  an  aver- 
age $2,000  to  $3,000.  And  fancy, 
studded  chaps  average  $5,000. 

Collectors  with  smaller  budgets 
aren't  cut  put  of  frontier  nostalgia. 
Retired  geologist  Dan  Sowle,  of  Stan- 
ley, N.M.,  collects  an  item  that  de- 
fined the  frontier  mentality:  barbed 
wire.  Between  1868,  when  the  U.S. 
government  first  issued  patents  for 
wire,  and  1900,  750  licensed  barbed 
wire  designs  appeared. 

A  collectible  length  (18  inches)  of 
the  rarest  design,  the  Dodge  star, 
which  is  a  single  strand  of  wire  punc- 
tuated with  miniature  star- shaped 
spurs,  now  fetches  $300  to  $400. 

Sowle  got  into  wire  in  1972  when 
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Woolly  chaps  for 

the  well-dressed 

cowhand 

This  pair  fetched 

$17,000  at  a 

Santa  Fe 

auction. 


another  collector  asked  him  for  a  fa- 
vor. "I  was  out  doing  some  mapping, 
and  he  asked  me  to  keep  my  eyes  open 
for  him.  It  wasn't  long  before  I  was 
looking  for  myself,"  he  says. 


There  are  barbed  wire  associations 
in  several  states  and  about  ten  shows  a 
year  are  held,  including  one  called  the 
Super  Show,  which  is  hosted  in  April 
bv  the  National  Museum  of  Barbed 


Wire  in  McLean,  Tex. 

Beware:  There  are  plenty  of  fakes 
out  there.  Frontier  artifacts  are  easy  to 
duplicate,  and  only  experts  can  tell  a 
genuine  Garcia  spur  from  a  phony. 
Brian  Lebel  of  Old  West  Antiques  in 
Cody,  Wyo.  promises  his  customers  a 
refund  if  their  purchases  turn  out  to 
be  fake.  Make  sure  any  dealer  you  buy 
from  gives  the  same  guarantee. 

An  important  network  for  collec- 
tors is  the  National  Bit,  Spur,  &  Sad- 
dle Collectors  Association,  which 
publishes  a  quarterly  newsletter  fea- 
turing articles,  advertisements  and  in- 
formation on  upcoming  shows  and 
auctions.  Membership:  $20.  Tel: 
719-591-7136. 

Other  resources  include  Bill  Mack- 
in's  Cowboy  and  Gunfighter  Collect- 
ibles (Mountain  Press  Publishing, 
$20)  and  R.C.  House's  The  Official 
Price  Guide  to  Old  West  Collectibles 
(House  of  Collectibles,  $12.95). 

The  next  big  auction,  the  Wild 
West  Collectors  Show  &  Auction,  in 
Mesa,  Ariz.,  will  be  held  Jan.  14-15. 
The  next  barbed  wire  show  will  be 
held  in  Apple  Valley,  Calif.  Feb.  4-5. 

If  you  have  any  Old  West  artifacts 
that  you  would  like  to  have  verified, 
experts  at  Butterfield  &  Butterfield 
auctioneers  in  San  Francisco  will 
oblige.  Contact  Greg  Martin  at  415- 
861  -7500,  ext.  341.  Hi 


Old  spurs  can  go  for  $20,000  and  more 

Two  popular  styles:  Northern  Plains  (left)  and  California. 


Dodge  star  barbed  wire,  one  of  the  rarest  designs 

A  collectible  length  (18  inches)  now  fetches  $300  to  $400. 
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How  did  he  know 

that  your  parents  would  probably 

need  help  someday? 

That  your  little  girl  had  always 

talked  about  going  to  medical  school? 

And  that  you  had  a  few  dreams 

of  your  own  for  the  future? 

It  was  years  ago  he  helped  you 

set  up  that  investment  plan. 

And  now  that  money's  going  to  be 

ready  for  you, 

PaincWfebber 

We  invest  in  relationships. 

just  when  you're  ready  for  it. 

How  did  that  PaineWebber  broker  know? 

He  asked. 
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Exchange  Place,  Jersey  City,  New  Jersey 
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The  right  business  address  makes  all 
the  difference  in  the  world.  It 
means  immediate  access  to  capital,  for- 
eign and  domestic  markets,  top-notch 
R&D  talent,  a  well-trained  workforce 
and  business-friendly  government  sup 
port.  Successful  executives  also  know  it 
includes  an  enjoyable  lifestyle. 

Those  "in  the  know"  work  and  live  in 
New  Jersey,  one  of  the  original  13 
colonies  that  led  the  United  States  to 
economic  independence.  New  Jersey 
has  been  at  the  forefront  of  each  wave  of 
economic  change  since  colonial  days, 
producing  a  vibrant  agricultural  industry 
from  a  patchwork  of  independent  farms, 
forging  a  strong  manufacturing  tradition 
from  a  collection  of  mills  and  factories 
and  networking  worldwide  communica- 
tions from  the  technology  highways  that 
crisscross  the  Garden  State. 

New  Jersey's  business  location  gives  it 
unique  access  to  the  global  market.  It  is 
a  natural  gateway  to  America's  influen- 
tial and  wealthy  Northeast,  and  beyond 
that  to  the  country's  heartland.  It  is  the 
stepping-stone  to  neighboring  Canada 


and  Mexico,  exporting  more  than  $300 
million  in  additional  products  since  the 
signing  of  the  North  American  Free 
Trade  Agreement  and  creating  5,000 
new  jobs  in  the  process. 

With  its  metropolitan-based  harbors 
on  the  Hudson  and  Delaware  rivers, 
New  Jersey  is  the  passageway  to  ports  in 
Europe,  South  America,  Africa  and  the 
Pacific  Rim.  More  than  1,300  multina- 
tional firms  have  offices  here,  while 
residents  speak  nearly  120  foreign 
languages,  giving  New  Jersey  businesses 
an  edge  in  international  commerce.  In 
all,  more  than  $11  billion  in  exports 
find  their  way  from  New  Jersey  to 
international  markets. 

From  the  state  of  New  Jersey,  compa- 
nies can  take  advantage  of  a  well-con- 
nected intermodal  transportation  sys- 
tem, competitively  priced  utility  options, 
country-campus  surroundings,  a  revital- 
ized academic  and  vocational  program 
and  new  incentive  packages  from  New 
Jersey's  Department  of  Commerce  and 
Economic  Development.  Taking  care  of 
business  has  come  to  mean  taking  a 


fresh  legislative  approach  in  the  state 
capital  of  Trenton. 

"My  goal  is  to  make  government 
smaller  and  more  efficient,"  says 
Governor  Christine  Todd  Whitman  of 
her  administration's  proactive  and 
trendsetting  programs  that  are  reener- 
gizing New  Jersey's  economy. 

The  Whitman  Administration  has  so 
far  demonstrated  its  commitment  to 
business  by  rolling  back  the  corporate 
tax  surcharge,  decreasing  the  state 
income  tax  by  15%  and,  most  signifi- 
cantly, streamlining  the  regulatory 
approval  process  in  the  new  Office  of 
Business  Ombudsman.  Last  summer  an 
important  nlilestone  was  reached  when 
Standard  &  Poor's  raised  New  Jersey's 
bond  rating  to  stable.  Says  Governor 
Whitman,  "Businesses  need  to  know 
they  will  be  heard." 

The  Whitman  Administration  is  work- 
ing hard  to  strike  a  legislative  balance  to 
create  both  a  healthy  public  and  busi- 

(Photos  Left  to  Right)  Old  Red  Mill, 
Clinton;  Liberty  Science  Center; 
PSE&G  employee 


In  New  Jersey,  we  offer  more  than  incentives.  We  offer  inspiration. 


New  Jersey  has  the  lowest  corporate  income  taxes  of  any  state  in  the  Northeast.  We  provide 
one  of  the  finest  worker  education  and  training  programs  in  the  U.  S.  And  our  state  government 
actively  promotes  business  expansion. 

Of  course,  some  of  our  incentives  are  almost  inspirational. 

Take  our  location.  New  Jersey  lies  within  250  miles  of  more  than  60  million  consumers 
who  spend  $800  billion  a  year  on  goods  and  services.  Reaching  them  is  no  problem.  We  have 
a  dozen  airports,  including  Newark  International,  thriving  ports,  35,000  miles  of  highway,  and 
more  railroad  track  per  square  mile  than  any  other  state. 

And  with  our  abundance  of  attractive  housing,  renowned  education  system,  incomparable 
cultural  events,  and  127  miles  of  beautiful  shoreline,  it's  understandable  why  more  than  1,300 
foreign  firms  and  25  Fortune  500  companies  call  New  Jersey  home. 

Call  for  our  free  brochure  and  learn  what  a  difference  a  state  makes. 
1-800-223-5627 
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ness  environment.  It  is  actively  revitalizing 
a  partnership  model  involving  the  public, 
private  and  nonprofit  sectors  in  new  enter- 
prises whose  return  on  investment  benefits 
both  businesses  and  residents. 

As  goes  New  Jersey,  so  will  the  rest  of 
the  country,  predicts  Commerce  and 
Economic  Development  Commissioner 
Gualberto  "Gil"  Medina:  "New  Jersey  is 
a  pacesetter.  Business  confidence  here 
is  very  high." 

All  of  which  is  welcome  news  to  busi- 
nessmen like  Donald  Trump,  who  owns 
three  of  the  more  successful  casinos  in 
Atlantic  City  as  well  as  residential  real 
estate  in  the  Garden  State.  About 
Governor  Whitman's  recent  moves, 
Trump  observes,  'There's  economic 
stability  behind  a  governor  who  can  get 
the  right  things  done." 

Getting  the  job  done  is  what  the  new 
business  climate  in  New  Jersey  is  all 
about.  When  it  comes  time  to  report 
year-end  results,  this  business  address 
makes  all  the  difference  in  the  world. 

An  Economic 
Overview 

The  biggest  advantage  of  New  Jersey's 
economy  is  its  diversity  —  home  to  local 
entrepreneurships  as  well  as  multina- 
tional corporations. 

"Our  goal  is  to  take  this  state  into  the 
next  century,"  says  Cy  Thannikary,  state 
director  of  the  Division  of  Economic 
Development.  "We  want  to  expand  New 
Jersey's  growing  list  of  companies  that 
are  world  leaders." 

New  Jersey  already  boasts  well-estab- 
lished corporations  that  specialize  in 
pharmaceuticals  and  chemicals,  biotech- 
nology, communications,  tourism, 
automotive  manufacturing,  electronics, 


Newjersey 
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insurance  and  data-intensive  services. 
Foreign  firms  with  manufacturing  facili 
ties  in  Newjersey  total  more  than  360. 
Nearly  1,300  companies  working  from 
40  countries  have  a  presence  here, 
employing  a  workforce  of  more  than 
160,000.  Twenty-five  Forbes  500s  com- 
panies list  Newjersey  as  their 
business  address. 

"I  see,  on  average,  two  com-    (H 
panies  a  day  that  want  to 
move  to  Newjersey,"  says 
Thannikary.  A  relocation  can 
take  as  little  as  12  months, 
while  a  capital-improvement 


expansion  can  be  done  in  less  than  five. 
Already  about  140,000  research  scien- 
tists and  engineers  are  leading  the 
charge  into  emerging  opportunities  in 
health  care,  medical  equipment,  gaming 
electronics,  information  highway  secu- 
rity, hazardous  waste  disposal,  boat  man- 
ufacturing, food  processing,  fishing,  recy- 
cling and  pre-fab  housing  construction. 

From  Newjersey  the  next  step  is  over- 
seas. "The  plan  for  international  trade 
growth  is  simple  and  direct,"  says  Carlos 
Kearns,  director  of  the  Division  of 


(Above)  Lifeboat  on  beach  at  Cape  May  (Below)  Atlantic  City,  the  boardwalk  &  hotels 


Every  bank  has  tellers. 
We  have  listeners. 


Member  Federal  Reserve  System 


Hands-On  Banking 
from  Valley  National  Bank. 

It's  an  unusual  sight:  watching  a 
banker  get  out  from  behind  a  desk 
to  spend  a  day  at  a  client's 
business.  But  that's  exactly  the 
approach  behind  Hands-On 
Banking.  You  see,  unlike  most 
commercial  bankers,  ours  actually 
take  the  time 
and  make  the 
effort  to  learn 
every  aspect 
of  a  client's 
business  from  the  ground  up.  So 
they  can  offer  more  know- 
ledgeable and  flexible  solutions 
tailored  to  our  clients'  individual 
needs.  Interested?  Give  us  a  call. 

201-305-4007 


Valley  National  Bank 


THE    BANK    THAT    WORKS  I 
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International  Trade:  "To  find  strong 
and  consistent  markets." 

To  that  end,  his  office  has  already 
identified  12.  Canada  is  New  Jersey's 
No.  1  trading  partner,  followed  by 
Mexico  and  the  United  Kingdom.  In 
Europe,  trading  markets  include 
Germany,  France  and  the  Netherlands, 
and  New  Jersey's  Pacific  Rim  trading 
partners  are  Japan,  Korea  and  Taiwan. 

"New  Jersey  has  a  proud  tradition  of 
manufacniring  products  and  providing 
services  that  are  recognized  throughout 
the  world,"  Keams  says.  To  increase 
worldwide  awareness  for  New  Jersey 
exports,  the  division  is  cultivating 
alliances  with  Chile,  Argentina  and  Brazil. 

The  State  Commerce  Department  is 
helped  in  its  economic  revitalization 
efforts  by  aggressive  moves  on  the  part  of 
the  utilities  that  do  business  in  New  Jersey. 

Public  Service  Electric  &  Gas 
(PSE&G),  the  state's  largest  energy 
utility,  promotes  Tradelink  NJ,  which  is 
targeted  to  small  and  medium-size  busi- 
nesses that  want  to  export  their  goods 
abroad.  Its  services  include  market 
analysis  reports  for  use  by  industries 
and  countries. 

To  date,  Tradelink  NJ  has  generated 
4,000  inquiries,  netting  a  potential  250 
U.S.  companies  that  want  to  export  from 
New  Jersey  to  overseas  markets,  accord- 
ing to  Stephen  J.  Kukan,  general  man- 
ager of  area  development  for  PSE&G. 

Also  flourishing  in  New  Jersey  is  the 
Jersey  Central  Power  &  Light  Company 
(JCP&L).  "The  New  Jersey  advantage  is 
its  location,"  emphasizes  President 
Dennis  Baldassari.  JCP&L' s  utility  rates 
—  along  with  rebates,  incentive  pay- 
ment and  specialized  rates  —  are 
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competitive  with  other  Northeastern 
utilities.  However,  here  in  Newjersey, 
says  Baldassari,  "there's  a  real  operat- 
ing advantage." 

One  recent  customer  is  Connecticut- 
based  Savory  Equipment  Corporation,  a 
maker  of  commercial  food-warming  and 
cooking  equipment  with  a  plant  in 
Lakewood  in  central  Newjersey. 

Through  a  State  Department  of  Labor 
grant,  JCP&L  helped  train  125  Savory 
employees  in  world-class  manufacturing 
techniques  to  increase  the  company's 


communications  system  in  the  country. 
To  date,  more  than  100  SONET  fiber- 
optic rings  —  designed  for  uninterrupted 
service  —  have  been  installed  in  key 
urban  areas  where  data  transactions  are 
the  heaviest.  For  example,  World  Trade 
Center  data  operations  for  banks  and 


(Above)  Biker  in  Ocean  City  (Below)  Historic 

operating  efficiency.  It  helped  Savory 
lower  its  operating  costs  after  perform- 
ing an  energy  audit  and  tendered  an 
$18,000  rebate  for  hiring  75  new  full- 
time  employees. 

For  its  part,  Bell  Atlantic  Corp.  is 
using  Newjersey  as  a  showcase  for  the 
most  innovative  voice,  data  and  video 


Smithville 

brokerages  continued  after  the  1993 
bomb  blast  without  interruption  in 
Jersey  City,  thanks  to  Bell  Atlantic's 
SONET  capability. 

In  addition,  Bell  Atlantic's  Integrated 
Services  Digital  Network,  or  ISDN,  is 
proving  to  be  ideal  for  telecommuters  b; 
offering  desktop  conferencing 


IT'S  ABOUT  TIME  SOMEBODY  SHOWED  YOU 
WHAT  A  VIRTUAL  OFFICE  LOOKS  LIKE. 


Introducing  the  office  of  the  future. 
The  Sharp  Wizard  OZ-9520FX  with 
built-in  fax  software  and  an  ultra 
compact  fax/modem.  It's  the  newest 
addition  to  the  number  one  selling  line 
of  personal  information  organizers 

And  like  all  Wizards,  there's 
complicated  start-up  and  no  fechni< 
language  to  master.  Just  use  the  si 
or  your  finger  on  the  LCD  to 
screen  display.  Instantly,  you  can 
check  your  daily  calendar,  pull  up 
your  to  do  list,  calculate  your  expenses 
■  or  access  the  word  processor.  A  tele- 
El  phone  directory  allows  you  to 
over  5,000  entries.  And  there's 
a  scrapbook  that  allows  you  to  qui 
jot  down  notes  or  plot  di  recti 
to  your  next  appointment.  It's  q 
simply  one  of  the  most  user  frie 
machines  ever  conceived. 

And  with  a  wireless  optional 
PC  Link  you  can  easily  download 
documents  from  your  PC  or  Mac  in 
the  morning  and  back  up  your  entire 
memory  at  night.  And  sending  a  fax 
or  checking  your  E-Mail  is  as  simple 
as  reaching  into  your  pocket  or  purse. 

All  of  which  are  just  a  few  of  the 
many  features  that  make  Wizard 
users  the  most  organized  peo| 
on  earth. 

For  more  information  on  the  m 
Wizard  OZ-9520FX,  or  the  OZ-9500, 
OZ-9600H  product,   fax  us  at 
800-74-SHARP.OrcaH  1-800-BE  -SHARP 
to  locate  your  nearest  Wizard  d 
and  find  out  how  easy  it  is  to 
the  new  OZ-9520FX  and  set  up 
office  virtually  anywhere  you  want 


THE  NEWWORKPLACE 


WIZARD  ^Carried  By  The  Most  Organized  People  On  Earth. 


LCD 

w 


COPIERS 


FROM  SHARP  /MINDS 
CO/WE  SHARP  PRODUCTS " 

FACSIMILE  •  LASER  PRINTERS  •  NOTEBOOK  COMPUTERS  •  COLOR  SCANNERS  •  PERSONAL  DIGITAL  ASSISTANTS  •  CALCULATORS 
CORDLESS  TELEPHONES  •  TYPEWRITERS  •  WORD  PROCESSORS  •  WIZARD*  ORGANIZERS 

©1994  Sharp  Electronics  Corporation.  Simulated  Screen  Image. 
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capabilities.  The  New  Brunswick  and 
Camden  campuses  of  Rutgers 
University  already  use  ISDN  for 
department  meetings. 

In  partnership  with  Rutgers  and  the 
New  Jersey  Department  of  Commerce, 
Bell  Atlantic  conducts  business  reten- 
tion, attraction  and  expansion  programs 
for  New  Jersey  communities.  It  will  help 
a  city  or  town  with  a  proactive  business 
strategy,  such  as  offering  incentive  rates 
to  companies  that  will  occupy  vacant 
space  or  hire  new  employees. 

With  Governor  Whitman's  plan  to 
downsize  state  government  and  out- 
source some  of  its  functions,  procure- 
ment opportunities  —  particularly  for 
small  and  women-  and  minority-run 
businesses  —  are  expected  to  increase. 

"Small  businesses  are  the  silver  lining 
in  corporate  downsizing, "  says  Penni 
Wild,  director  of  the  Division  of 
Development  for  Small  Businesses  and 
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Women  and  Minority  Businesses.  These 
are  companies  with  fewer  than  100 
employees.  Remarkably,  they  represent 
the  fastest-growing  business  segment. 
Indeed,  they  represent  53%  of  the 
state's  labor  force. 

According  to  the  State  Department  of 
Labor,  200,000  such  firms  are  registered 
for  commerce.  But,  Wild  says,  anecdotal 
evidence  suggests  there  could  be  just  as 
many  sole  proprietorships  in  operation 
that  don't  have  to  register  and  conse- 
quently are  not  counted  among  New 
Jersey's  small-business  population. 

In  1995,  many  of  New  Jersey's  entre- 
preneurial enterprises  are  expected  to 
participate  in  the  White  House  Con- 
ference on  Small  Business  in 
Washington.  According  to 
Wild,  the  delegation  will  be 
recognizable  by  lapel  pins 
that  will  read:  "Proud  To  Be  A 
Newjersey  Business  Owner: 
Governor  Whitman  Values 
My  Opinion." 


(Left)  Christine  Todd  Whitman,  Governor  of  New  Jersey  (Right)  Gualberto  Medina, 
Commissioner,  New  Jersey  Dept.  of  Commerce  and  Economic  Development 


Transportation 

Newjersey  is  at  the  heart  of  a  mega- 
lopolis that  sprawls  from  Boston  to 
Washington,  D.C.,  and  is  the  preferred 
gateway  of  commerce  to  and  from  inter- 
national markets. 

Companies  in  the  Garden  State  have 
immediate  access  to  more  than  60  million 
consumers  with  a  collective  purchasing 
power  of  $800  billion.  The  state's  reach 
for  overnight  delivery  of  products 
extends  into  12  surrounding  states. 

In  addition,  sales  calls  can  be  made 
using  any  of  the  35,000  miles  of  highway 
that  connect  corporations,  serve  com- 
muters and  move  merchandise  through- 
out the  state  and  to  adjoining  markets. 

Says  Jerry  Senion,  general  manager  of 
Frigidaire  in  Edison,  'The  speed  of 
delivery  to  our  markets  in  New  York, 
Philadelphia  and  Washington  is  key." 

New  Jersey's  shipping  ports  on  the 
Hudson  and  Delaware  Rivers  are  leaders 
in  using  the  latest  in  electronic  data 
interchange  for  fast  and  accurate  record- 
keeping and  routing  intermodal  cargo 
containers  back  and  forth  from  ships  to 
freight  trains  and  delivery  trucks.  The 
ports  of  Newark  and  Elizabeth  alone 
handle  more  than  12  million  tons  annu- 
ally, while  Newark  International  Airport, 
one  of  the  fastest-growing  international 
airports,  will  soon  move  even  more 
passengers  around  with  its  world-class 
monorail  system  nearing  completion. 

'This  region  is  the  best  area  to  do 
business,"  says  Kathleen  Donovan,  chair- 
person of  the  New  York-New  Jersey  Port 
Authority.  "It  has  the  ability  to  move 
people  and  cargo  quickly;  the  unem- 
ployment rate  is  down,  and  the  business 
climate  is  aggressive  and  yet  friendly." 


The  world  is  our  home, 
but  Princeton  is  our  home  office. 


With  28  offices  worldwide  from      New  Jersey  has  fulfilled  our  expec-      American  Re,  New  Jersey  just  might 


Beijing  to  Bogota,  American  Re  is  at 
home  almost  everywhere,  but  when  it 
came  to  relocating  our  home  office, 
New  Jersey  had  the  most  to  offer. 

We  relocated  our  corporate  head- 
quarters to  Princeton  in  1988.  And 


tations  by  providing  not  only  a  great 
business  environment  for  American 
Re's  continued  success,  but  a  great 
place  for  our  employees  to  live. 
If  your  company  is  a  growing, 
innovative,    global    company    like 


be  the  right  place  for  you. 

^AMERICAN 

W  REINSURANCE  COMPANY 

555  College  Road  East,  Princeton,  NJ  08543-5241 


Atlanta,  Beijing,  Bermuda.  Bogota,  Boston,  Brussels,  Cairo,  Chicago,  Columbus,  Dallas,  Hartford,  Kansas  City,  London,  Los  Angeles,  Melbourne, 
Mexico  City.  Minneapolis,  Montreal.  New  York,  Philadelphia,  Princeton.  San  Francisco,  Santiago,  Singapore,  Sydney,  Tokyo,  Toronto,  Vienna 


Galvanized  steel  is  New  Adaptive  Transmission  Control  varies  shift  points  to  suit  personal  driving  styles  as  well  as  changes  in 
used  extensively  for  road  conditions.  ATC  jMl'Simulate  a  manual  transmission  by  remaining  in  gear  after  abrupt  throttle  lift-off  and 
corrosion  protection,      when  driving  ddwnraitl  or  on  curves.  It  also  eliminates  1st  gear  in  stop  and  go  traffic  for  a  smoother  drive. 

h0,h  Jm  ,n„oamH    n^w  air  Jm^hs   New  forged     New  underbody  structure  Larger  cross-section     Transmission  fluid 

WmnS^Sniffnrh    toTed  S    aluminum      adds  to  overall  body  rigidity,    rocker  panels  that  increase      never  needs 
by  almost  one  full  inch,   to  redirect  airriow.    |owerfront  |  a  body  rigidity  for  fewer      routine  changing. 

Improved  front  ventilated  powerdisc  brakes  arms  reduce  Leg  room  excnanqer^odf  squeak^  and  rattles'  Anti-theft  stereo 
increased  in  diameter  u/D/ftdvl 2.8  inches,       unsprung      increased   transmj|si0n  f|uld         New  weight-saving,      cannot  be  used 


New  weight-saving, 
larger  single  fuel  filter. 


m      »&&£    i  ♦  h  weignt.  in  rront.     f     Dro|onQed  life        larger  singe  fuel  filter.        in  other  cars. 

New  engine     New  encapsulated  /  iur  pruiunyeu  me.  i  I 

compartment    chain  wheel  in  oil        New  electrical  power     New  weight-saving  Control  Area      i  nLPr      New  foot-operated  parking 

encapsulation.   pWt >  minimizes  wana^®n\sy^er"0    Network  for  improved  reliability.  whpeiBase    brake  increases  available 

\h    '     ,-  af  bubbles  in  oil.  for  necessary  functions.     |  M|  y    wnee^ase-  space  on  the  console  area 

oil  level  sensbP'Refined  New  hydraulically         New  four  antenna      Convenient  key  remote  X New  economically  designed 

1  ■■:~W-  Servotronic   damped  compression    diversity  system  for    operates  doors,  windows,  door- mounted  controls  for  easy 


trunk  and  the  sunroof 
from  up  to  65  feet  away. 


New  wider-        nower         struts  for  better  ride      improved  reception,      trunk  and  the  sunroof  power  window  operation, 

body  stance.     otpPrinn  '  _,  „,   ^    •  ,      from  up  to  65  feet  away.  Kl    i.  kw,-h, «,«,»,      m 

y,    wj-  steenn9'    Improved  alternator    Newfirst      New  variable  \  New  lower    Nearly  flush      n 

Computer-designed         ^  reduces  ancillary  aid  safety  kit    diameter  front         New  Advanced  Multi  air  drag     doorhandles 

crumple  zones  to  absorb  hardware.  coil  springs.      Information  Display  controls  coefficient      improve        to 

energy  in  an  accident.       ...  .       !       .    .      New  catalytic      a^nLi^^    audio  communication  and     from  0.34   aerodynamic     insu 
|  Wet  spring  strut        converter    1C .  Redesigned  onboard  computer.  to  0.31.        efficiency.         I 

Smoother  underbody    shock  absorbers  for     to  reduce    16-inch  alloy  wheels.  M^ 

creates  more  efficient    packaging  efficiency     co^  start      Streamlined  windshield  pillars  for  less   \ 
airflow  under  car.  and  smoother  ride,      emissions,      wind  noise  at  highway  speeds.  ^-—- 

Rear  suspension  uses  8  rubber  bushings      Thicker  engine  housing  cover  improves  ^ 
to  reduce  noise,  vibration  and  harshness,      the  acoustic  properties  of  the  engine.  > 

New  stronger  unitized    New  front  a*le  ?ubta"}e      Glass  thickness  increased  y^ 
steel  bodv  increases         composed  of  welded  by.8mmfonmproved  /^ 

torsional  rigidity  by  70%.    tubes  increases  rigidity,     resistance  to  breakagey^p 

I  Improved  power   Improved  Check  Control  display     S^^fl 

tnlarged  rubber  mirror  controls.         increased  to  20  charact 

bushing  support  for     „.  ,  i  „    ■  ,  \ 

front  strut  improves     Side  mirrors  create  50%  less  drag 
the  tracking.    ^L     and  reduced  wind  noise.      ,— — — — 


New  glass  covers  on 
headlights  for  reduced 
drag  and  wind  noise. 

New  ring  reflector  for  lo^ 
beam  ellipsoidal 
headlights. 


^Signature  twin 

kidney  grills 
integrated  into  hoo 


What  we  didn't  change. 


©1994  BMW  of  North  America,  Inc.The  BMW  trademark  and  logo  are  registered. 
Redesigned  intrusion  beams  help  reduce  Improved  energy  New  automatic  New  14-way  power  New  compact  single  vacuum 
passenger  cell  damage  in  an  accident.       absorbing  drive  shaft,  recirculation  control    adjustable  seats.X    brake  servo  reduces  weight. 

Passenger  seat  occupation     JmPr°y^r^j      Newclosable  or  c  eaner  air.  Residual  heating  system  keeps  car     DPJrrijer 

detector  prevents  airbag       active-cnarcoai    storage  pocket     Integrated  mount  for     warm  up  to  16  minutes  after  parking,      hrakp 
activation  when  not  required.  ril™Ps  on  seat  backs,     optional  cellular  phone.         New  Comfort  Seat  with    New     diameter 

Redesigned  windshield  wiper   a  cleaner    Drivers  seat  memory  also   /   New  continuously    adjustable  power  upper    rear     increased 
stalk  allows  for  broader  range     interior     remembers  steering  wheel  /variable  heated  seats       backrest  optional.        cup        byone 
of  intermittent  adjustments,    environment,  and  side  mirror  settings.  |       now  available.    I  |  holders,  full  inch. 

New  hinged  walnut  dash  panel  hides  infrequently    Closable    Wider  front    Reduced  fan  noise     ^1?     New  temperature 
used  radio  controls  for  more  luxurious  appearance,   airvents.    seat  frame,     for  quietercabin.     440-watt  stereo     controlled  air  for 
New  pyrotechnic  seatbelt  tensioners.   New  supple  Montana   New  cruise  control,        New  four-way     system.        rear  compartment. 
No  key  hole  on  passenger  New  0,^  doors  and  amSte"  sterf 'r  SSone   KafsuDD^r'f     I  New  sPeaker  components 

Honr  roHl  irPQ  thp  r.hanrfi       V*       ?_a  .-^;„+ ,  i — «„,      SiereO  ana  teiepnone      luniudr  buppuri.  nnH  nncitinninn  fnrimnrnwoH 


door  reduces  the  chance   a|0vebox.      resist  wear  better. 


of  curbside  break-ins 
New  easier  to  use   : 


controls  integrated      Zero  to-sixty  mph 


New  remote     New  front        New  LED    int0  steering  wheel.  |0Wered  to  7 seconds 


New  speaker  components 

and  positioning  for  improved 

richness  of  sound  quality. 

Optional  hands-free 


headfaht  switch     trunk  release    cup  holders,  temperature    Improved      One-touch  power  I  Optional  hands-free 

Iy  switch.    Telescopic  power  readout,      soft  foam      up  and  down  on     Wider  front  seat  cellular  phone  with  tilt 

New  sliding  interior  panel  \  steering  wheel  improved  in  headrests,    all  four  windows,   tracks  increase    mount  eases  use  by 

on  sunroofreduces  noise.\       for  better  reliability.        New  integrated  closable  /  rear  foot  room,     people  in  back  seat. 

1  I  storage  bins  on  doors.  /  New  optional  Programmable    Refined  trunk  spoiler 

/  /       Digital  Sound  Processing,  increases  aerodynamic 

'  New  integral  door  hooks  stiffen     efficiency  and  stability. 

^    the  body  during  side  impacts.  Newly  designed  four 

K.        .  ,.      I  link  rear  suspension 

V   New  door  sealing  system    f     better  hand|ing. 

■  \     for  reduced  wind  noise.  I       a 

*\     Elastokinerrlatic  rear  axle     brakfngfrom 
*\     increases  tracking  ability.      60-0  mph 
^  Gas  tank  placed  farther    in133feet. 
^  forward,  ahead  of  the   Air  diffuser 
rear  suspension  for     reduces 
better  protection.  turbu|ence 
/Deep  opening      and  lift  at 
^    trunk  for  more    rear  of  car. 
^°™enient    New  larger, 
/  loading.      easy-to-lee 
New  soft  /tail  lights, 
close  trunk. 

New  hidden 

-     exhaust 

y  pipes. 


THENEW7-SERIESO 
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One  of  the  port's  neighbors  is  luxury 
carmaker  BMW,  which  celebrates  its 
20th  year  in  New  Jersey  this  year.  BMW 
has  four  facilities  in  New  Jersey,  includ- 
ing a  vehicle  preparation  center  in 
Jersey  City  and  a  corporate  headquar- 
ters that  overlooks  an  apple  orchard  in 
Woodcliff  Lake.  "This  is  a  good  loca- 
tion for  us  in  maintaining  our  sales 
exposure,"  says  Richard  Brooks, 
corporate  communications 
vice  president. 

Air  traffic  around  New 
Jersey  will  improve  with  the 
expansion  of  the  Atlantic 
City  International  Airport, 
located  on  the  grounds  of 
the  FAA's  premier  aviation 
research  center.  In  Pomona, 
the  FAA  is  building  a  $24 
million  advanced  automated 
aviation  system  laboratory. 
Not  far  away  is  Stockton 
State  College,  which  empha- 
sizes aviation  engineering. 

Already  companies 
involved  in  light  electronics 
manufacture  relating  to  ca- 
sino gaming  and  security  and 
aviation  are  signing  leases 
for  industrial  space  in  the 
FAA  center.  What  they  don't 
move  by  air,  the  startup  com- 
panies will  be  able  to  move 
by  truck,  and  then  either  by 
ship  or  one  of  i he  three 
Class  I  railroads  in  Camden  operated  by 
the  Delaware  River  Fort  Authority. 

"We  keep  labor  costs  competitive," 
says  Paul  Drayton,  the  authority's  exec- 
utive director.  The  Port  Authority 
recently  signed  an  agreement  with  the 
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South  Jersey  Transportation  Authority 
to  move  freight  from  the  budding 
Atlantic  City  air  industrial  park  to  the 
Camden  terminals.  In  turn,  the  new 


Branch  Brook  Park,  Newark 


business  will  augment  the  Camden- 
Philadelphia  ports'  international  cargo 
of  steel,  fruit  and  wood. 

Commerce  in  New  Jersey  is  also  bene- 
fiting from. the  funding  the  Whitman 
Administration  is  pumping  into  a  far- 


reaching  transportation  strategy,  not 
only  to  maintain  the  current  infrastruc- 
ture, but  also  to  ready  it  for  the  21st 
century.  In  addition,  the  state  offers 
employers  tax  incentives  for  ride- 
sharing  programs  from  its  Department 
of  Transportation. 

New  Jersey's  enviable  distribution  net- 
work makes  a  difference  in  the  business 
generated  by  its  companies.  "We  cer- 
tainly have  opportunity  here," 
comments  Eric  Steenburgh, 
president  of  the  $1  billion 
Ricoh  Corporation  in  West 
Caldwell.  In  the  last  two 
years,  the  Japanese-owned 
company  has  increased  its 
workforce  in  the  state  by  10% 
to  800,  and  has  introduced  50 
new  multifunction  copier 
products.  It  uses  New  Jersey's 
distribution  infrastructure  to 
reach  its  target  customers  in 
the  Northeast. 

Steenburgh,  who  awards 
high  marks  to  the  diversity 
of  skills  found  in  the  state's 
workforce  along  with  its 
transportation  alternatives, 
adds,  "There's  a  lot  of  exper- 
tise to  be  found  here." 

Helping  corporations 
make  the  most  of  New  Jersey's 
skilled  workforce  is  ASI,  an 
employee  leasing  company 
based  in  Green  Brook.  Ac- 
cording to  President  Stephen  L.  Farkas, 
ASI  leases  over  1,700  employees  to 
more  than  225  New  Jersey  businesses. 
Employers  benefit  by  letting  ASI  handle 
non-productive  administrative  responsi- 
bilities, including  the  time-consuming 


JJased  in  Livingston,  New  Jersey,  The 
CIT  Group  values  our  home  state  for  its 
economic  opportunities,  vast  resources 
and  eclectic  population. 

As  America's  most  experienced 
asset-based  lender,  we  help  businesses 
and  homeowners  across  the  country  tap 
the  value  of  their  assets  for  financing. 
Funds  are  used  for  purchasing  and 


leasing  equipment,-  working  capital  and 
lines  of  credit,-  debt  restructuring,-  acqui- 
sition and  buyouts,  factoring,-  consumer 
mortgages  and  more. 

The  CIT  Group  has  been  making 
loans  and  friends  since  1908.  For  more 
information  on  how  we  can  help  you, 
write  The  CIT  Group,  650  CIT  Drive, 
Room  2342,  Livingston,  NJ  07039. 


Americas 
Most  Experienced 
Asset- Based 
Lender 


■  1995  The  CIT  Group.  Inc 
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human-resource  functions  of  payroll, 
federal  and  state  tax  compliance  and 
employee  benefits.  Employees  benefit  by 
gaining  access  to  a  better,  more  com- 
plete benefits  package.  In  this  way,  ASI 
creates  a  win-win  situation  for  employers 
and  employees. 

That  New  Jersey  offers  businesses  a 
competitive  edge  is  also  illustrated  by  the 
Sharp  Electronics  Corporation's  success 
during  its  30-year  tenure  in  New  Jersey. 
According  to  Daniel  J.  Infanti,  rice  presi- 
dent of  corporate  communications  and 
marketing,  "much  of  Sharp's  success  is 
due  to  its  location  in  Mahwah,  which  has 
proven  to  be  advantageous  as  a  distribu- 
tion center  for  its  numerous  product  lines 
and  parts  supply  with  easy  access  to  major 
seaports,  four  international  airports  and  a 
far-reaching  highway  system.  The  local 
population  has  provided  an  extensive  and 
talented  labor  pool  for  operations  in  the 
facility  where  the  North  American  U.S. 
headquarters'  management  staff  has 
achieved  sales  in  excess  of  $2.8  billion." 


Newjezsey 

WHAT  A  DIFFERENCE  A  STATE  MAKES.  S 


A  Unique  Tax 
Structure 

"New  Jersey  should  be  the  engine  of 

economic  growth  that  leads  this  nation 

into  the  21st  century,"  Governor 

Whitman  said  in  her  inaugural  address 

of  a  year  ago. 


(Above)  Pine  Barrens  (Below)  New  Jersey  offers  a  variety  of  office  complexes 
in  park-like  settings. 


Since  then,  the  Whitman 
Administration  has  moved  swiftly  to 
make  a  difference  in  the  state's  revenue 
structure.  Today,  New  Jersey  is  open  for 
business,  and  companies  can  take 
advantage  of: 

•  A  15%  decrease  in  the  personal 
income  tax  rate 

•  A  reduction  in  the  overall  corporate 
tax  rate  that  gives  New  Jersey  businesses 
one  of  the  lowest  rates  in  the  Northeast 

•  Elimination  of  the  corporate  tax 
surcharge 

•  The  lowest  workers'  compensation 
tax  in  the  country 

•  $1 7  million  in  grants  to  develop  new 
technologies  through  collaborative 
research  between  industry  and  academia 

•  $444  million  in  capital  funding  to 
improve  the  state's  transportation  net- 
work, protect  its  shorelines,  and  address 
other  infrastructure  needs  and  impend- 
ing growth 

•  $6  million  to  promote  travel  and 
tourism  in  New  Jersey  —  one  of  the 
state's  largest  industries 

•  An  Office  of  the  Business 
Ombudsman  within  the  Office  of  the 
Secretary  of  State  to  cut  through  red 
tape  involved  in  permitting  and  other 
regulations 

•  Port  unification  that  gives  New 
Jersey  companies  the  competitive  edge 
in  shipping  their  products 

•  A  $50  million  Workforce  Develop- 
ment Partnership  Program,  which 
continues  the  state's  job  retraining  efforts 

•  An  Economic  Master  Plan  with  a 
long-term  strategy  to  stimulate  the 
state's  economy  and  job  growth. 

In  addition,  New  Jersey  does  not  have: 

•  Capital  stock  tax 


m 


The  world  leader  in  digital  technology  leads  the  way  again 

The  new  multi-functional  RICOH  MV715  —  the  begin- 
ning of  a  new  machine  age.  You  will  marvel  at  the 
MV715's  laser  plain  paper  fax  capabilities,  including 
memory  upgradable  to  a  massive  1,200  pages.  You  can 
even  send  faxes  of  book  pages  and 
other  3-D  objects  by  simply 
placing  them  on  the  expo- 
sure glass.  And  since  this 
*to  machine  is  also  a  digital 


THE    NAME    TO    KNOW 


LaserJet  is  a  trademark  of  the  Hewlett-Packard  Co.  ©  1994  Ricoh  Corporation 


itiisi 

1800-63-RICOH 


copier,  you're  outputting  copies  so  close  in  quality  to  the 
original,  you'll  have  to  look  twice.  Plus  the  MV715  can  also 
function  as  a  PC-connectable  laser  printer  emulating  the  HP 
LaserJet9  NIP  with  PCL5. 
The  RICOH  MV715— three  functions  in  one  compact  unit. 
It's  where  office  equipment  is  heading. 
To  find  out  where  you  should   onimlCm,andFax 
be  heading,  just  call  1-800-        $T\ 
63- RICOH  for  the  Ricoh  office     Sgj^ 
nearest  you.  mtoji— 
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•  Unincorporated  business  tax 

•  Commercial  rent  or  occupancy  tax 

•  Retail  gross  receipts  tax. 

New  Jersey  further  provides  major 
investors  with  tax  and  financial  incen- 
tives. Recent  changes  include  the 
creation  of  new  tax  credits,  recognition 
of  additional  filing  statuses  and  repeal  of 
the  business  personal  property  tax. 

An  Economic 
Generator 

American  Re-Insurance 
Company  knows  the  impor- 
tance of  a  talented  workforce  in 
achieving  superior  corporate 
results.  The  company,  a  world 
leader  in  the  property  and 
casualty  re-insurance  industry, 
was  growing  and  successfully 
competing  against  foreign 
competition.  But  in  1988,  it 
needed  to  find  a  cost-efficient 
way  to  expand  its  headquarters. 
It  needed  more  space,  more 
staff,  better  access  to  emerging 
technologies  and  a  better 
quality  of  life  for  its  employees. 

American  Re's  executives 
scouted  out  200  locations  in 
eight  states.  The  winner? 
Princeton  University's  bur- 
geoning Forrestal  Center  on 
Route  1  —  a  1,750-acre  corpo- 
rate campus  built  around 
James  Forrestal  Research 
Company,  which  contains  the 
Princeton  Plasma  Physics  Laboratory 
and  is  modeled  after  California's 
Stanford  Industrial  Park  and  North 
Carolina's  Research  Triangle  Park. 

American  Re  relocated  200  employ- 
ees to  the  Princeton  area  when  it 


Newjetsey 
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moved.  Also,  while  the  headquarters 
building  was  under  construction,  it 
opened  an  office  in  Forrestal  Center  to 


The  Victorian  charm  of  Cape  May 


hire  locally  and  to  provide  training  for 
positions  that  would  be  vacated  upon 
the  relocation.  "This  was  a  highly  suc- 
cessful effort,"  says  Chairman  and  CEO 
Edward  B.  Jobe.  "When  we  moved  in, 
we  were  fully  staffed  with  highly  edu- 


cated, motivated  and  skilled  employees 
who  have,  in  the  past  five  years,  helped 
us  increase  our  statutory  net  written 
premiums  by  45%,  and  build  our  statu- 
tory assets  from  $3.1  billion  to  $4.1  bil- 
lion while  increasing  productivity,  as  evi- 
denced by  a  staff  increase  of  only  19% 
during  this  time  period." 
Another  bonus  was  the  dramatic  drop 
in  staff  turnover  —  from 
9%  to  4%  after  opening  its 
New  Jersey  headquarters. 
Besides  an  improved  quality 
of  life,  American  Re's 
executives  find  that  in 
Princeton  they  can  work 
with  local  industries  in 
identifying  emerging  envi- 
ronmental technologies  — 
another  part  of  what,  Jobe 
says,  gives  American  Re  an 
edge  over  its  competition. 
"Princeton  University  is 
also  a  wonderful  neighbor 
and  resource." 

New  Jersey's  real  estate 
advantage  is  also  enjoyed 
by  Mita  Copystar  America, 
Inc.  in  Fairfield.  Two  years 
ago  the  Japanese  company 
built  a  new  U.S.  headquar- 
ters on  17  country  acres  off 
Route  80,  setting  aside  five 
acres  for  a  community 
park.  The  complex  com- 
bined national  offices  with 
the  company's  Northeastern  regional 
sales  force  operations.  Of  the  move, 
Calvin  Rosen,  vice  president  and  gen- 
eral counsel  states,  "It  helped  increase 
our  efficiency  and  our  exposure." 
For  an  international  company,  Mita's 


ring  us  your  dynamic,  £ 
your  growing,  your 

success-oriented  business, 
yearning  for  a  place 
to  prosper... 


Bring  your  business  to 
Gateway  America  -  the  heart 
of  New  York  and  New  Jersey. 
And  the  world's  capital  of 
finance,  commerce,  business 
and  the  arts. 


NEW  YORK   NEW  JERSEY 


Here  you'll  find  one  of 
the  world's  busiest  ports.  Six  marine  terminals 
including  the  East  Coast's  largest  container  port. 
Over  five  and  one-half  million  square  feet  of 
warehouse  and  distribution  space. 

We  have  the  greatest  airports  system  anywhere. 
This  includes  the  world's  leading  air  cargo  center. 
Our  airports  handle  one-third  of  all  overseas  cargo 
and  passengers  that  enter  and  leave  the  country. 

We  have  industrial  parks,  the  largest  Foreign- 
Trade  Zone  in  the  U.S.,  a  space-age  teleport,  the 
largest  office  complex  in  the  nation,  plus  highway, 
rail,  bridge  and  tunnel  systems  linked  to  keep 
things  moving  at  the  speeds  you  need  for  success. 

We're  the  Port  Authority  of  New  York  and 
New  Jersey.  We're  the  backbone  of  this  vital 
region's  infrastructure.  And  we  can  do  a  lot  more 
than  just  boast  about  Gateway  America.  We  can 
actually  help  your  business  get  located  here  - 
and  thrive. 

Let  us  tell  you  all  the  ways  we  can  help.  Contact 
us  soon.  As  a  start,  we'll  supply  you  with  more 
extensive  information  on  Gateway  America  - 
the  richest  market  any  business  could  yearn  for. 


-l,,1fiJI,M,i'lk 


dXF  tifMM  WXM  ©  KaiffifflQlIlSSCM 


Corporate  Marketins  Division 
One  World  Trade  Center,  68  South 
New  York,  N.y.  10048 
212-435-7608 
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New  Jersey  location  is  also  a  benefit  to 
its  management  and  employees.  "The 
diversity  here  makes  us  feel  comfort- 
able," Rosen  explains. 

Mita  and  American  Re-Insurance  will 
soon  have  new  neighbors  when  a  new 
high-technology  park  goes  up  in  nearby 
New  Brunswick.  The  medium-size  park 
will  offer  reduced  rates  to  first-time  ten- 
ants who  are  involved  in  the  research  of 
pharmaceuticals  and  biotechnology  or 
the  manufacturing  of  medical  equipment. 

New  Jersey's 
Geographic  Diversity 

Joe  Friedman,  executive  director  of 
the  state's  Motion  Picture  and  Television 
Commission,  is  quite  aware  of  the  geo- 
graphic variety  New  Jersey  has  to  offer. 
Real  estate  means  revenues  as  the  com- 
mission matches  L.A.  producers,  New 
York  directors  and  foreign  filmmakers 
with  Garden  State  locations  and  suppli- 
ers of  everything  including  blimps, 
portable  toilets,  cosmetics  and  hammers. 

"We  are  America  in  miniature,"  says 
Friedman,  quoting  the  National 
Geographic  writer's  oft-repeated  line 
that  expressed  his  surprise  at  what  he 
found  on  assignment  here. 

Mr.  Friedman  adds,  "What  you  need, 
we  have."  A  moonscape  for  an  electron- 
ics commercial?  Try  the  Pine  Barrens 
around  Chatsworth.  A  Tuscany  mansion 
for  a  refrigerator  commercial?  Try  the 
Gill  St.  Bernard's  School  in  Gladstone. 
A  traffic  jam  on  the  Long  Island 
Expressway  for  a  Hollywood  movie?  Try 
the  Meadowlands  extension  of  the  New 
Jersey  Turnpike.  A  desert  for  a  female 
buddy  movie?  Try  the  sandpits  in 
Lakewood.  A  millionaire's  mansion  for 
an  orphan?  Try  Shadow  Lawn,  the 


Newjersey 
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administrative  offices  for  Monmouth 
College  in  West  Long  Branch. 

Need  an  assembly  line?  A  boardroom 
for  angels?  Locations  for  a  love  story 
involving  Albert  Einstein  as  the  match- 
maker? Last  year  the  commission 
helped  Paramount  Pictures  find  loca- 
tions around  Princeton  and  suppliers 
around  the  state  for  "I.Q."  When  it  fin- 
ished filming  here,  $5  million  worth  of 
business  had  been  brought  to  New 
Jersey  —  the  highest  amount  to  date 
involving  a  motion-picture  project. 

In  all,  a  record-breaking  $30  million 
came  into  the  state  in  1994  through  the 
commission's  efforts  to  integrate  New 
Jersey's  real  estate  and  businesses  into 
Hollywood  movies,  New  York  commer- 
cials, documentaries,  music  videos  and 


German  and  Japanese  television  series, 
in  addition  to  42-plus  foreign  films. 

The  CIT  Group  also  believes  that  a 
contributing  factor  to  its  growth  has 
been  its  Newjersey  location.  President 
and  CEO  Albert  R.  Gamper  Jr.  has  this 
to  say  about  the  state:  'There  is  nothing 
more  critical  to  the  success  of  the  CIT 
Group  than  the  quality  of  its  people. 


(Above)  Atlantic  City's  past  and  present  (Below)  Old  Barracks,  Trenton 
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To  structure  your 
business  financing  package- 
quickly  and  simply. 


Stephen  A.  Jarossy,  Midlantic  Relationship  Manager,  helped  turn  real  estate  into  working  capital  for  A.M.D.,  INC..  custom  injection  molders. 


As  your  Relationship  Manager,  I 
know  your  business.  I  make  your 
concerns  my  concerns. 

Challenge  me — and  get  the  fast 
response  your  one-of-a-kind  business  | 
deserves.  I'll  orchestrate  a  winning 
team  of  banking  professionals — and 
provide  the  solutions  your  business 
needs  to  grow  and  succeed. 


How  A.M.D.,  INC.  challenged  Midlantic 

CHALLENGE:  "We  wanted  to  restruc- 
ture some  over-collateralized  debt  to 
free  up  working  capital.  Our  existing 
bank  was  unwilling  to  do  the  deal." 

RESPONSE:  "Midlantic  committed 
in  two  weeks — and  A.M.D.  gained 
significantly  in  monthly  cash  flow." 


rfllDlANTIC 


We're  your  one  source  for  the 
best  in  business  banking.  We've  got 
money  to  lend — as  well  as  cash  man- 
agement, commercial  mortgages, 
investment  services  and  employee 
benefit  plans.  Want  someone  really 
responsive  to  your  banking  needs? 

Challenge  me — call  me  anytime 
at  1-800-255-2608. 


SERVICE.    WE     DIDN'T     INVENT     IT.    WE'RE     JUST    TRYING     TO     PERFECT     IT. 


Member  F Die  Erjua!  tytpfirtumty  I^wirr.  \f>  Midlantic  Corporation 
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"Our  location  in  New  Jersey  provides 
us  with  top-caliber  employees  who  are 
the  driving  force  behind  the  company's 
ongoing  profitability. 

"CIT  has  nearly  600  employees 
throughout  the  state,  most  of  whom 
are  located  in  our  headquarters  in 
Livingston.  Part  of  what  makes  New 
Jersey  a  great  state  in  which  to  do  busi- 
ness is  the  fact  that  it  is  made  up  of 
great  communities.  Helping  these 
communities  is  an  extensive  network  of 
volunteers  from  companies  like  CIT. 
Through  our  Community  Involvement 
Team,  CIT  employees  are  deeply  com- 
mitted to  volunteer  activities  that 
range  from  tutoring  children  to  build- 
ing affordable  housing  for  them  to  live 
in.  And  CIT  also  helps  to  keep 
employees  informed  about  the  issues 
facing  New  Jersey  and  the  country 
through  special  forums. 

"We  believe  that  better  citizens  make 
better  employees,  and  we  believe  that 
our  New  Jersey  location  enables  CIT  to 
have  the  best  on  both  counts." 


WHAT  A  DIFFERENCE  A  STATE  MAKES. 


Encompassing  a  range  of  rustic 
towns  and  urban  neighborhoods, 
Warren  County  also  provides  testimony 
to  New  Jersey's  geographic  diversity. 
Located  in  the  Skylands  region  in  the 
northwestern  section  of  the  state, 
Warren  County  serves  as  a  center  for 
many  manufacturing  as  well  as  agricul- 
tural industries.  Its  infrastructure 
includes  two  major  interstates,  rail  and 
bus  service  to  major  cities  and  access 
to  three  international  airports. 

Warren  County  proudly 
claims  the  first  waste-to- 
energy  plant  in  the  state  — 
producing  electricity  for 
sale  to  Jersey  Central  Power 
&  Light.  Also  located  in 
Warren  County  is  the 
Merrill  Creek  Reservoir,  a 


consortium  of  seven  regional  electric  util- 
ities that  contains  a  2,000-acre  watershed, 
650-acre  reservoir  and  290-acre  preserve 
that  is  open  to  the  public. 

Elsewhere  in  the  Garden  State,  new 
business  neighbors  will  be  moving  into  20 
different  Urban  Enterprise  Zones  (UEZ). 

In  the  north  of  the  state,  companies 
have  their  choice  of  Phillipsburg, 
Passaic,  Paterson,  Plainfield  or  the 
Hudson  Harbor  cities  of  Newark, 
Elizabeth,  Jersey  City  and  Kearny. 

In  the  gently  rolling  hills  and  pine 
forests  of  the  state's  central  region,  the 
choices  include  Trenton,  Perth  Amboy, 
Lakewood  and  the  joint  zone  afforded 
by  Long  Branch  and  Asbury  Park  on 
the  Jersey  Shore. 


(Left)  State  House,  Trenton  (Right)  New  Jersey  Countryside 


The  Delaware  River  Port  Authority 
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The  Delaware  River  Port  Authority  has  been  build 
ing  bridges  for  75  years.  But  not  just  those  made 
of  steel. 

Over  the  years,  our  dedicated  team  of  profession- 
als has  built  a  solid  business  environment  based  on 
transportation,  access  to  international  markets  and  a 
regional  approach  to  problem  solving. 

Our  recent  accomplishments  include 
unification  of  the  Delaware  River 
ports,  the  opening  of  the  highly  suc- 
cessful AmeriPort  Intermodal  Center 
and  an  aggressive  regional  economic 
development  program. 

What  is  next  on  our  agenda?  D  6 1 3  W  3  P  6 

Port  Auth 


We  are  working  to  reduce  regional  traffic  conges- 
tion, assist  in  the  commercial  revitalization  of  the 
Delaware  River  waterfront,  and  helping  to  extend  the 
Philadelphia-South  Jersey  public  transit  system — 
one  of  the  best  in  the  world. 

As  we  continue  to  bring  together  the  talents  and 
resources  of  South  Jersey  and  the  entire  Delaware 
Valley,  we  will  continue  to  cultivate  a  dynamic 
and  expanding  business  environment. 
Bringing  business,  government 
and  community  together  is  something 
we  do  well. 

After  all,  the  Delaware  River  Port 
River       Authority  builds  bridges. 
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Iii  the  sprawling  coastal  plain  in  the 
southern  lowlands,  urban  real  estate  is 
available  in  the  Millville-Yineland  zone 
and  in  Camden  and  Bridgeton. 

The  latter  two  cities,  along  with  the 
greater  Atlantic  City  area,  are  pilot 
centers  that  will  share  economic  and 
technical  resources  to  help  businesses 
relocate  and  expand.  "It's  a  unique 
economic  generator,"  says  Steven 
Batzer.  the  chairman  of  Rollins  Hudig 
Hall.  Inc.  and  the  Southern  Xewjersev 
Development  Council. 
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WHAT  A  DIFFERENCE  A  STATE  MAKES. 


Already  high-tech  aviation  and  casino 
equipment  companies  are  investigating 
the  possibilities  of  a  move  into  the 
industrial  park  springing  up  around 
the  FAA  Technical  Center,  where  the 
Adantic  City  International  Airport  is 
undergoing  renovation  just  minutes 
west  of  the  resort  city. 

Companies  considering  relocation 
can  also  look  forward  to  receiving 
help  from  Bell  Atlantic.  PSE&G  and 
JCP&L  All  have  relocation  programs 
and  reduced  rate  packages  for  the 
various  UEZs. 

Xewjersev  is  also  grandng  qualified 
companies  certain  tax  credits  in 
exchange  for  creating  jobs  within  a 
UEZ.  A  retail  business,  for  example, 
can  charge  consumers  half  the  state 
sales  tax  on  the  purchase  of  certain 
merchandise.  A  portion  of  these  funds 


(Above)  Golfing  at  one  of  New  Jersey's  more  than  200  golf  courses 
(Below)  New  Jersey  along  Route  80 


are  then  placed  in  a  special  zone  assis- 
tance fund  for  infrastructure  projects 
within  those  zones. 

Financing 
Opportunities 

Financial  opportunities  designed  to 
make  a  difference  in  New  Jersey  are 
multiplying  every  vear  in  the  public  and 
private  sectors. 

Acting  as  the  state's  financing 
agency,  the  independent  Economic 
Development  Authority  structures  com- 
mercial lending,  investment  banking 
and  real  estate  and  finance  packages. 
EDAs  innovative  financing  structures 
led  to  S622.7  million  in  investments  in 
Xewjersev  in  1994.  producing  4,700 
new  permanent  jobs  and  nearlv  5,300 
construction  jobs  while  keeping  700 
Xew  Jerseyans  emploved.  To  date,  nearlv 
S360  million  in  financings  have  been 
arranged  for  250  projects.  This  perfor- 
mance places  Xewjersev  among  the  top 
development  lenders  in  the  nation. 

"Our  purpose  is  to  generate  jobs," 
savs  Anthonv  R.  Coscia,  a  lawyer  who 
chairs  the  nine-member  Board  of 
Directors  that  oversees  the  EDAs  far- 
reaching  lending  programs. 

The  EDAs  role  in  helping  small  and 
medium-size  businesses  grow  includes 
bridging  finance  gaps  bv  serving  as  a 
public  lender,  placing  borrowers  with 
financial  institutions  and  lenders,  as  well 
as  offering  a  broad  range  of  loans,  loan 
guarantees  and  tax-free  and  taxable 
bond  packages.  In  addition,  the  EDA  is 
instituting  a  venture  capital  fund  and  is 
acquiring  real  estate  for  adaptive  reuse 
in  the  state's  biotech  incubator  project 
in  Xorth  Brunswick. 

The  most  recent  loan  programs  insti- 


"Jersey  Central  Power  &  Light 
brings  new  energy  to  business. 


Dennis  Baldassari,  President,  JCP&L 


rz  ^ 


■W 


Glitterwrup','"  Inc.  co-founders  Al  Scott  an 
with  Dennis  Baldassari,  center. 


For  Glitterwrap  to  find  a  place  for  their  red  ribbons, 

they  needed  a  business  partner 

who  could  cut  through  the  red  tape. 


Even  the  most  successful 
companies  can  sometimes  use  a 
hand.  Glitterwrap,  a  manufacturer  of 
specialty  gift  wrap,  was  ranked  38th 
among  Inc.  magazine's  500  fastest- 
growing  companies  and  had  expansion 
plans  in  spite  of  a  price  war  and 
sluggish  economy.  To  compete,  they 
needed  to  consolidate  their  adminis- 
trative and  manufacturing  functions 
into  one  facility,  operate  more  effi- 
ciently, and  remain  close  to  domestic 
and  international  transportation  hubs. 

That's  when  Glitterwrap  called 
Jersey  Central  Power  &  Light 
Company.  And  one  call  is  all  it  takes 
to  send  JCP&L's  Powerplus  Team  into 


action.  They  provided  contacts  for 
employment  training  grants,  plus 
helped  Glitterwrap  reduce  costs  with 
energy  management  programs  and 
more  efficient  equipment. 

Using  an  extensive  computerized 
data  base  of  commercial  and  industrial 


For  a  free  brochure  call  the 
Powerplus  Team  at  1-800-770-7071. 

JCP&L 


locations,  the  Powerplus  Team  can 
help  you  with  site  selection... but 
that's  just  the  beginning.  They  are 
experts  who  can  guide  you  through 
your  entire  relocation  or  expansion. 
And  all  of  JCP&L's  services  are 
offered  free  of  charge. 

Today,  Glitterwrap  is  thriving, 
operating  from  a  single  location  in 
Rockaway,  New  Jersey,  more  than 
doubling  the  size  of  their  facility. 

If  you  are  considering  a  move,  an 
expansion  of  your  space  or  work 
force,  or  need  energy  management 
advice,  call  JCP&L's  Powerplus  Team 
first.  We've  got  all  the  answers 
wrapped  up  in  one,  neat  package. 


A  GPU  COMPANY 
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tuted  bv  EDA  include: 

•  A  statewide  loan  pool  of  up  to  $1 
million  for  fixed  assets  and  $500,000  for 
working  capital.  Loans  in  excess  of  $3 
million  are  also  available. 

•  New  Jersey  Worldwide  —  a  one- 
year  revolving  line  of  credit  up  to  $1 
million  for  pre-  and  post-export  costs 
provided  by  lending  institutions  in  par- 
ticipation with  EDA. 

•  A  Community  Lending 
Program  that  offers  loans 
in  partnership  with  the 
Federal  Home  Loan  Bank  of 
New  York  and  its  member  New 
Jersey  institutions  to  help  com- 
munity-based businesses  that 
employ  low-  and  moderate- 
income  residents. 

This  first-ever  public-private 
partnership  of  its  kind  in  the 
country  brings  together  the 
EDA,  the  Federal  Home  Loan 
Bank  of  New  York  and  its  113 
New  Jersey  members.  Using  the 
FHLB's  Community  Investment 
Program,  the  partnership  is 
looking  to  expand  urban  neigh- 
borhood business  opportunities 
at  attractive  interest  rates. 

"We're  here  to  make  a  dif- 
ference by  offering  the  critical 
help  that  will  make  a  business 
viable,"  adds  Coscia  from  his 
office  in  the  New  Brunswick 
branch  of  the  law  firm  ol 
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ready,"  says  Director  Wild.  "Contrary  to 
popular  perception,  commercial  banks 
want  to  loan  money.  Our  job  is  to  help 
businesses  be  good  credit  risks." 


Windels,  Marx,  Davies  &  Ives 

Businesses  can  also  receive  additional 
assistance  from  the  state's  Division  of 
Development  for  Small  Businesses  and 
Women  and  Minority  Businesses.  "We 
help  businesses  get  ready  to  be  loan- 


Barnegat  Lighthouse,  Barnegat,  New  Jersey 


Waiting  at  the  other  end  of  the  table 
are  banks  like  MidLantic  Corporation, 
headquartered  in  Edison  with  $13.9 
billion  in  assets,  where  Chairman, 
President  and  Chief  Executive  Garry 


Scheuring  reports,  "Our  volume  of 
loans  to  small  businesses  has  increased 
dramatically.  We  see  continued 
improvement  in  1995." 

So  does  Gerald  Lipkin,  chairman  and 
chief  executive  of  Valley  National 
Bancorp,  a  super-regional  bank  with 
assets  of  $3.5  billion  and  headquarters 
in  Wayne  near  the  Ramapo  Mountains. 
"Our  economy  is  the  most  diversified  in 
the  country  and  that  makes  us 
resilient,"  Lipkin  says  of  New 
Jersey.  'Valley  National  has 
prospered  because  of  its  loca- 
tion. We  reinvest  in  the  state." 
Besides  consumers  looking  for 
home  and  auto  loans,  and  small 
business  owners  looking  for 
seed  money,  Valley  National 
underwrites  grants  for  such 
community-based  projects  as 
nursing  homes,  health-care  cen- 
ters, Main  Street  facade 
improvements  and  even 
Habitat  for  Humanity  housing. 
Adds  Lipkin,  "It's  like  the  little 
acorn  that  becomes  the  big 
tree,  where  growth  is  the  goal, 
not  an  obsession." 

New  Jersey's  commercial 
banks  maintain  deposits 
exceeding  $45  billion  and  a 
$10  billion  portfolio  of  com- 
mercial and  industrial  loans  — 
among  the  largest  in  the 
nation.  Included  in  this  group 
is  the  United  Jersey  Bank 
Financial  Corporation,  headquartered 
in  Princeton.  UJB  Financial's  total 
assets  equal  $15.5  billion,  making  it 
one  of  the  largest  bank  holding  compa- 
nies in  the  nation.  Formed  in  1970  as 


Introducing  a 

revolutionary  idea  in 

insurance. 

The  customer. 


It's  a  bit  shocking  at  first.  Some  might 
even  say  radical  for  an  insurance  company. 
But  like  most  revolutionary  ideas,  this  one 
isn't  new.  It  just  hasn't  been  around  in  a  while 
Except  in  a  few  places,  like  Atlantic  Mutual. 

For  over  150  years  we've  put  the 
customer  first,  and  it  hasn't  hurt  us  one  bit. 
The  secret  of  our  success?  A  very  simple 
discovery:  Never  group  dissimilar  business 
customers  together.  Recognize  their  differ- 
ences and  take  it  from  there. 

Instead  of  lumping  you  together  with 
all  our  other  customers,  we  pool  you  with 
those  that  share  similar  risk  potentials. 
So  your  premiums  are  based  on  reason, 
not  blind  reaction. 

Add  exceptional  responsiveness 
through  a  network  of  agent  and  broker 
information  processing  systems,  fast  claims 
service,  effective  loss  control,  and  prompt  delivery  of 
policies  and  amendments,  and  you'll  understand  why 
protecting  our  customers'  interests  is  our  biggest  claim 
In  New  Jersey  and  every  other  state. 

After  all,  wasn't  customer  protection  the  whole 
idea  of  insurance  in  the  first  place? 

Atlantic  Mutual,  45  Wall  Street,  New  York. 
NY  10005  /  (800)  590-9775  A       ' 


^AtlanticMutual 


Property,  casualty  and  marine  insurance 
since  1842. 
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a  $1  billion  company  with  five  New 
Jersey  member  banks,  UJB  Financial 
now  ranks  second  in  New  Jersey  in  com- 
mercial and  industrial  loans,  demand 
deposits  and  home  equity  loans. 

Education,  Labor, 
Science  &  Technology 

New  Jersey  is  the  Invention  State.  It 
leads  the  U.S.  in  research  and  techno- 
logical advances,  rivaled  only  by 
California  in  the  number  of  patents 
produced.  This  is  illustrated  by  a  num- 
ber of  New  Jersey  "firsts."  In  1883,  for 
example,  Roselle  was  the  first  town  to  be 
illuminated  by  electricity.  In  1961  in 
Ewing  Township,  the  General  Motors 
Company  was  the  first  industry  to  make 
use  of  a  labor-saving  robot.  And  in  1879 
in  Menlo  Park,  Thomas  A.  Edison  created 
the  world's  first  incandescent  lamp. 

Today,  New  Jersey's  high-tech  highway 
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Squibb,  Allied  Signal,  Wyeth-Ayerst 
Research,  Bellcore,  Schering-Plough, 
Johnson  &  Johnson,  Merck  Research, 
Ciba  Pharmaceuticals,  Exxon  Research 
and  Engineering,  AT&T  Bell  Labs  and 
the  David  Sarnoff  Research  Center. 

Newjersey  is  the  nation's  top  produc- 
er of  pharmaceutical  discoveries  and 
products  —  responsible  for  one-quarter 
of  all  research  and  health-care  prod- 
ucts, according  to  Dr.  Jay  Brandinger, 
executive  director  of  the  state's  Science 
&  Technology  Commission,  which  pro- 
motes collaborative  efforts  among  acad- 
emia,  government  and  industry. 


(Left)  Palmer  Square,  Princeton  (Right)  Sunset,  Jersey  City 


—  running  through  most  of  the  state  — 
is  where  some  $6.5  billion  in  R&D  is 
spent.  Now  known  as  the  Princeton  and 
Rutgers  Research  Corridor  (PARRC), 
Route  1  was  historically  a  simple  high- 
way through  farmland.  Today,  however, 
it  is  the  research  heartbeat  of  the  state's 
two  leading  universities,  pumping  life 
into  partnerships  with  Bristol-Myers- 


The  Research 
Corridor's  northern 
reach  extends  all  the 
way  into  Newark 
where  an  expanded 
university  research  community  is  taking 
shape.  The  foundation  for  the  Newark 
Science  Park  has  already  been  laid  by 
the  Newjersey  Institute  of  Technology, 


the  University  of  Medicine  and 
Dentistry  of  Newjersey,  Rutgers' 
Newark  campus  and  Essex  Community 
College.  It  will  focus  on  biotechnology 
research,  education  and  the  performing 
arts,  and  will  include  residential 
dwellings  and  local  commerce. 

From  Newark  south  to  New  Brunswick 
and  then  to  Princeton,  PARRC's 
research  geography  extends  farther 
south  to  include  Lawrenceville,  home  of 
Rider  University.  Rider  recently 
achieved  its  current  university  status,  has 
a  strong  MBA  program. 

Engineer  Sarup  Bakhshi  pursued  an 
MBA  at  Rider.  Today  he  is  director  of 
engineering  for  Frigidaire  in  Edison, 
where  he  is  helping  to  lead  the  East 
Coast  division's  multidisciplinary  team 
in  the  "design  for  manufacture"  strategy 
that  has  made  the  division  successful  in 


producing  room  air  conditioners  and 
dehumidifiers.  'You  don't  get  pigeon- 
holed," Bakhski  says  of  this  approach, 
which  involves  employees  with  expertise 


Mita  copiers  can  help  any  office 
get  out  of  the  stone  age. 


Still  working  with  prehistoric  office  equipment?  Get  a  Mita.  Every  Mita  copier  Buyers  Lab  tested  earned 
their  highest  rating  for  uptime.  For  personal  to  high-speed  copiers,  call  1-800-ABC-MITA.  The  times  demand 


mita 


C1994  MITA  COPYSTAR  AMERICA.  tNC 
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in  cost-accounting,  manufacturing 
and  design. 

Continuing  south  on  Route  1  into 
the  state  capital,  executives  will  find 
Trenton  State  College,  which  concen- 
trates some  of  its  academic  efforts  on  a 
degree  program  in"  electrical  engineering 
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(Above)  PSE&G  Building,  Newark 
(Below)  Delaware  Water  Gap 


research.  Farther  south  still  is  Rowan 
College  in  Glassboro,  where  New 
Jersey's  revival  of  science  education  is 
focused  on  marine  and  biology 
research.  Not  to  be  outdone  is  the 
Richard  Stockton  State  College  in 
Pomona,  across  the  Pine  Barrens,  which 
has  an  innovative  aviation  engineering 
program  affiliated  with  the  FAA 
Technical  Center. 

'These  are  some  of  the  jewels  of  New 
Jersey's  future,"  comments  Brandinger,  a 
former  RCA  engineer  at  the  Sarnoff 
Research  Center. 

New  Jersey  has  55  colleges  around 
the  state  that  offer  a  broad  range  of  aca- 
demic and  scien- 
tific study.  There 
are  two-year 
schools  that  help 
prepare  students 
either  for  employ- 
ment or  to  matric- 
ulate at  four-year 
institutions.  Nine 
community  col- 
lege campuses 
serve  as  business 
resource  centers 
under  the  direc- 
tion of  the  State 
Department  of 
Commerce.  The 
Garden  State  also 
has  many  small, 
private  liberal  arts 


colleges  and  several  full-fledged  universi- 
ties with  Ph.D.  programs  that  foster 
leading-edge  research. 

New  Jersey  is  also  home  to: 

•270  firms  devoted  to  research  and 
development 

•More  than  140,000  scientists  and 
engineers 

•An  estimated  700  labs  throughout 
the  state 

In  fact,  over  $6  billion  is  spent  by  the 
state's  industrial  and  academic  R&D  labs 
annually,  and  about  11%  of  all  U.S. 
R&D  dollars  are  spent  in  New  Jersey 
(85%  of  that  from  private  companies). 

When  the  result  of  all  that  research 
and  development  is  ready  for  produc- 
tion, there  are  four  million  educated  and 
skilled  workers  available  to  meet  manu- 
facturing deadlines,  Brandinger  says. 

New  Jersey  graduates  go  on  to  hold 
top  executive  posts  —  such  as  Rutgers 
alumnus  Gerald  Lipkin,  chairman  of 
Valley  National  Bank  —  and  key  man- 
agerial positions,  such  as  the  East  Coast 
responsibilities  overseen  by  Jerry 
Senion,  a  Monmouth  College  graduate 
who  is  Frigidaire's  general  manager. 
Both  executives  are  bullish  on  the  qual- 
ity of  education  in  New  Jersey  —  a 
quality  that  begins  at  the  elementary 
school  level. 

"We  have  a  competent,  positive  and 
productive  workforce,"  says  Senion  of 
Frigidaire's  1,500  employees.  Thanks  to 
them,  Frigidaire  was  able  to  increase  its 
output  of  dehumidifiers  from  45,000  six 
years  ago  to  an  anticipated  400,000  in 
1995.  The  company  further  expects  to 
make  one  million  air  conditioners  this 
year.  "In  this  business  you  can't  stand 
still,"  Senion  continues. 


II 


We  Won't  Just  Tell  You  About 


New  Jersey's  Skilled  Work  force, 


Extensive  Transportation  Network, 
Close  Proximity  to  New  York  City  And  Philadelphia, 


Strategic  Position  as  Gateway  to  The  U.S., 


And  Year-Round  Recreation  Fun, 


PSE&G,  NJ's  Largest  Utility 


That  Offers  Personalized  Location  Assistance. 


Will  Give  You  a  Free  Hotel  Stay 


And  Free  Office  Space 


To  See  It  For  Yourself. 


To  see  if  you  qualify  for  a  free  hotel  stay  and  office  space 

while  you  search  for  a  business  site  in  New  Jersey,  call  us  at  201-430-6861. 

Or  write  your  name,  address,  and  phone  number 

on  this  ad,  tear  it  out  and  fax  to  PSE&G  Site-Finders,  201-643-8069. 

The  power  is  in  your  hands. 


0  1994  PSE»G  suKOary  H  PUBLIC  SERVCE  ENTERPRISE  GROUP  tICORPORATED 


PSEG 
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New  Jersey 

Department  of  Commerce  and 

Economic  Development 

How  May  We  Assist  You? 


Gualberto  Medina,  Esquire,  CPA,  Commissioner 
(609)  984-2333 

Division  of  Economic  Development 

Cy  Thannikary,  Director;  (609)  292-7757 
New  Jersey  Urban  Enterprise  Zone  Program 

S.  Charles  Garofalo,  Administrator;  (609)  292-1912 

l 

Division  of  International  Trade 

Carlos  T.  Kearns,  Director;  (609)  633-3606 

Division  of  Travel  and  Tourism 

Linda  Mysliwy  Conlin,  Director;  (609)  292-2470 

Division  of  Development 
for  Small  Businesses,  and 
Women  and  Minority  Businesses 

Penni  E.  Wild,  Director;  (609)  292-3860 

Commission  on  Science 
and  Technology 

Jay  J.  Brandinger,  Ph.D.,  Executive  Director;  (609)  984-1671 

Motion  Picture  and 
Television  Commission 

Joe  Friedman,  Executive  Director;  (201)  648-6279 

New  Jersey  Economic 
Development  Authority 

Caren  Franzini,  Executive  Director,  (609)  292-1800 
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We've  been  serving  New  Jersey  businesses,  through  good  times  and 
bad.  since  1816.  Even  when  other  banks  pulled  back,  we  never 
stopped  lending.  Nobody  knows  this  market  better.  Or  has  a 
greater  commitment  to  helping  business  grow.  Now  we're 

*^  rrf-r  tt!  "a  m     P°ised  f°r  tne  future.  With  a  statewide 
PI  H  h  M      network  of  !97  branches.  With  intema- 

1   ^  L     LL  MAJllX  tional  specialists  who 

D/'YTTT  TVWY/TYUlf      are  second  to  none. 
DUlll    lU  VVV/JaJV     With  sophisticated  cash 

,^        -v_  _  management  services. 

Hill/   Y|  1 1  An  Investment  Management  Division 

*•  Vy±  V  ±  V/  \J  •      offering  a  full  range  of  employee  benefits 
programs.  A  complete  lineup  of  business  and  retail  banking  services. 
All  backed  by  over  $15  billion  in  assets.  It's  everything  you  need 
to  make  your  business  -  and  your  employees  -  thrive.  Put  all  this 
power  to  work  for  you.  Call  Stephen  H.  Paneyko,  Senior  Executive 
Vice  President  of  Commercial  Banking  at  609-987-3470. 
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UN/TED 
JERSEY  BANK 


Member  FDIC.  Equal  Opportunity  Lender  Member  of  UJB  Financial  Corp.,  a  financial  services  organization  with  over  S1t  billion  in  assets 
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FRIGIDAIRE 

COMPANY 

The  major  appliance  industry  is  global,  and  FRIGIDAIRE  Company 
has  a  global  mission  —  to  lead  the  industry  in  the  design  and  man- 
ufacture of  products  and  the  delivery  of  services  that  exceed  our 
customers'  expectations.  We  do  so  with  great  concern  for  safety, 
economy,  and  our  environment. 

Our  employees  are  the  source  of  our  strength,  and  the  key  to  the 
successful  fulfillment  of  our  mission.  The  State  of  New  Jersey  has 
helped  provide  the  resources  and  workforce  that  has  propelled 
FRIDIGAIRE  ahead.  In  partnership  with  New  Jersey,  FRIGIDAIRE  is 
looking  forward  to  continuing  its  tradition  of  quality  and  innovation. 

WORKING  WITH  NEW  JERSEY  TO 
CREATE  A  BETTER  TOMORROW 


What  helps  keep  Frigidaire  moving  is 
tapping  into  young  talent  at  schools 
such  as  the  New  Jersey  Institute  of 
Technology  with  whom  the  appliance 
company  has  a  work-study  program. 
"The  strongest  attraction  of  New  Jersey 
is  the  people,"  says  Senion,  who  places 


top  engineering-design  students  in  the 
company  when  they  graduate.  He  is 
also  satisfied  with  the  high  quality  of 
training  Frigidaire's  technicians 
receive  in  the  Institute's  two-year 
vocational  programs. 
'They  are  superbly  trained,"  he 


adds.  All  of  Frigidaire's  employees 
"have  a  real  sense  of  competition.  We 
have  everything  here  —  as  much,  if  not 
more  so,  than  any  other  region  in  the 
country." 

Dick  Shoemate,  chairman  and  CEO 
of  CPC  International,  agrees.  CPC 
International,  a  global  consumer-food 
and  corn-refining  company  with  loca- 
tions in  59  countries  on  five  continents, 
values  its  New  Jersey  roots.  According 
to  Shoemate,  "With  three  manufactur- 
ing plants,  headquarters  operations 
and  more  employees  than  in  any  other 
state,  CPC  has  a  significant  investment 
in  New  Jersey.  Therefore,  the  state's 
improving  business  environment  is 
encouraging  to  us.  New  Jersey  is  an 
ideal  location  for  an  international  com- 
pany such  as  CPC:  The  local  employ- 
ment pool  easily  provides  the  broad 
range  of  skills  and  experience  our  busi- 
nesses require.  And  the  great  diversity 
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(Left)  Elizabeth  Port  Authority  Marine  Terminal  Foreground  (Right)  View  from  Newark  International  Airport 
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of  the  state's  population  makes  it  a  wel- 
coming environment  for  international 
visitors  and  business  contacts." 
Quality  of  Life 

Gerald  Lipkin  has  an  office  minutes 
away  from  some  of  the  more  challeng- 
ing golf  courses  to  host  PGA  tourna- 
ments in  the  Northeast.  In  less  than  an 
hour,  Jerry  Senion  and  his  family  are 
aboard  their  boat,  moving  through  the 
Intracoastal  Waterway  in  Barnegat  Bay. 
On  opening  night,  Edward  Jobe  and 
his  wife  may  be  found  at  the  Tony 
Award-winning  McCarter  Theater  in 
Princeton  just  down  Route  1  from  his 
corporate  office. 

Other  executives  like  them  are  enjoy- 
ing a  lifestyle  within  easy  reach  of  both 
their  headquarters  and  their  homes. 
Not  far  away  is  the  Victorian  charm  of 
Cape  May,  the  rugged  beauty  of  the 
Delaware  Water  Gap  and  the  celebrity 
headlining  acts  of  Atlantic  City.  New 
York  and  Philadelphia  are  just  across  the 
Garden  State  waterfront. 

"New  Jersey  enriches  people's  lives," 
observes  Linda  Conlin,  director  of  the 
state's  Division  of  Travel  and  Tourism. 
Indeed  it  does,  to  the  tune  of  more  than 
$20  billion  a  year  in  revenue,  making 
tourism  the  state's  second-largest  indus- 
try. Restaurants,  retail  sales,  gaming  and 
lodging  are  the  top  revenue  producers. 

The  greatest  number  of  overnight 
visitors  come  from  New  York, 
Pennsylvania,  Ohio,  Florida, 
Massachusetts,  Maryland,  Virginia  and 
North  Carolina.  Foreign  travelers 
come  from  all  over  the  world.  In  fact, 
the  Japanese  contingent  is  so  strong  at 
the  Thomas  A.  Edison  National 


WHAT  A  DIFFERENCE  A  STATE  MAKES. 


National  Park  Service  has  written  a  sep- 
arate Japanese  translation  of  the  inven- 


tor's laboratories  and  estate  tour. 

Conlin  predicts  fiscal  year  1995  will  be 
a  banner  year  for  New  Jersey  tourism  for 
a  number  of  reasons: 

•  The  Miss  America  Pageant  cele- 
brates its  75th  year  in  the  historic 
Convention  Hall  in  Atlantic  City 

•  Ethnic  festivals  are  up  to  a  record 


At  Bell  Atlantic,  we're  working  on  New  Jersey's 
future.  Today. 

We're  making  one  of  the  world's  most  tech- 
nologically advanced  networks  even  better.  With 


Vision. 


our  Opportunity  New  Jersey  plan,  we're  building  a 
state-of-the-art  network  that  will  provide  fully  digital 
service  throughout  the  state  by  2010.  This  enhanced 
network  will  deliver  improved  healthcare,  create  new 
educational  experiences  for  children  and  provide 
an  array  of  interactive  services  to  all  who  live  and 
work  here.  Our  network  will  help  businesses  flourish 
and  make  New  Jersey  a  more  attractive  place  for 
companies  to  relocate. 

A  thriving  New  Jersey  is  our  vision  for  the  future. 
We're  making  it  a  reality  today. 

©Bell  Atlantic 

THE  HEARJ  OF  COMMUNICATION" 


©  1994  Bell  Atlantic 
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amount  scheduled  for  the  spring  and 
summer  seasons 

•  Completion  of  the  world-class  New 
Jersey  Performing  Arts  Center  in 
Newark 

•  Construction  of  a  $43  million 
amphitheater  and  performing  arts  com- 
plex across  from  the  State  Aquarium  in 


Newjersey 

WHAT  A  DIFFERENCE  A  STATE  MAKES.  ^ 


Camden  to  house  the  Haddonfield 
Symphony  and  be  the  southern  stage  for 


WARREN  COUNTY,  NJ 
Open  for  Business! 


Close  to  New  York  City  and  Philadelphia 
•  Lower  Costs 

Access  to  Major  Highways,  Ports  and  Railways 
-  Abundant  Skilled  and  Unskilled  Labor  Force 
■  Open  Spaces 

A  Better  Quality  of  Life 

Thi;Ejconomic  Development  Council  is  presently  inviting  light 
industry,  eco-tourism,  entertainment  and  recreation  businesses  to 
see  the  opportunities  we  provide.  The  council  will  work  with  you  for 
suitable  site  selection  and  help  you  cut  through  the  red  tape. 

To  Find  Out  What  Open  for  Business  Really  Means 
Call:  Economic  Development  Council  1-800-554-8540 


the  Equity-affiliated  Papermill  Playhouse 
of  Millburn. 

New  Jersey's  southern  region  —  a 
coastal  plain  that  rises  out  of  the 
Delaware  Bay  and  the  Atlantic  Ocean  — 
is  on  the  same  latitude  as  Washington, 
D.C.  Located  here  are  the  fabled  Pine 
Barrens,  the  largest  underground 
aquifer  east  of  the  Mississippi  River.  It  is 
bordered  by  a  bird-watcher's  paradise: 
the  Cape  May  Bird  Observatory  to  the 
south  and  the  Forsythe  National  Wildlife 
Refuge  to  the  east.  Eagles  migrate  each 
winter  to  the  state's  northwest  corner, 
looking  for  open  water  and  fish  in  the 
Delaware  Water  Gap  National 
Recreation  Area,  the  state's  most  visited 
national  park.  All  these  things  are 
boosting  New  Jersey's  eco-tourism, 
according  to  Conlin. 

National  awareness  of  New  Jersey's 
pivotal  role  in  the  formation  of  this 
nation  also  is  on  an  upswing,  thanks  to 
efforts  such  as  those  of  the  National 
Park  Service.  This  federal  agency,  in 


Join  Our  Team ' 


MEADOWLANDS  SPORTS  COMPLEX 


■\ 


For  information  about  Meadowlands  Racetrack,  call  201-935-8500. 
Group  Sales  reservations,  call  1-800-227-4480. 

For  information  about  Giants  Stadium  and  Meadowlands  Arena,  call  201-935-3900. 

Group  Sales,  call  201-460-4370. 
fichael  D.  Francis  Robert  E.  Mulcahy  HI 4 

Chairman  President  &  CEO 


X 
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Newjersey 

WHAT  A  DIFFERENCE  A  STATE  MAKES.  S 


...ASI  Relieves  The 

Burdens  And  Benefits 

Your  Bottom  Line. 


NJ's  oldest  and  largest  Employee  Leasing  Company 

•  Human  Resources  Department 

•  Payroll  Management 

•  Tax  Compliance 

•  Employee  Benefits 

-  medical,  dental,  prescription 

-  credit  union 
-pension,  401  (k) 

-  employee  assistance  program 

-  life  insurance,  worker's  comp 

•  Administrative  paperwork 

1-800-879  H49 

Because  it's  not  employee  leASIng  without  ASI 

#7  fastest  growing  private  company 

in  NJ  in  7997  and  1992 

ASI  Administrative  Offices: 
239  Route  22,  Green  Brook,  NJ  08812 


partnership  with  state,  local  and  private 
preservation  groups,  is  weaving  together 
New  Jersey's  maritime,  wildlife,  coastal, 
leisure  and  community  histories  into  a 
seamless  narrative  called  the  Newjersey 
Coastal  Heritage  Trail.  Its  scope  is  275 
miles  of  shoreline  from  Perth  Amboy  on 
the  Raritan  Bay  around  Sandy  Hook, 
south  through  the  Jersey  shore's  barrier 
islands  to  the  tip  of  Cape  May  and  then 
north  along  the  Delaware  Bay  to 
Deepwater  where  the  Newjersey 
Turnpike  begins.  This  project  is  being 
used  as  a  blueprint  for  similar  heritage 
proposals  elsewhere  in  America. 

Cultural  pairings  abound  in  New 
Jersey.  In  Jersey  City  it  is  the  Liberty 
Science  Center,  New  Jersey's  premier  sci- 
ence museum  and  site  of  the  world's 
largest  OMNIMax  Theater,  and  the  all- 
encompassing  Liberty  State  Park  with  its 
ferry  access  to  the  Statue  of  Liberty  and 
the  immigration  museum  on  Ellis  Island. 

In  Trenton,  it  is  the  stunning  restora- 
tion of  the  State  House  coupled  with  the 
annual  reenactment  of  George 
Washington  crossing  the  Delaware.  Not 
far  away  is  the  Old  Barracks  Museum 
that  dates  from  the  French  &  Indian 
Wars  and  later  held  prisoners  in  the 
American  Revolution. 

In  Hackensack,  it  is  the  HMDC 
Environment  Center  — just  ask  for  the 
'Trash  Museum"  —  where  children 
learn  about  the  three  Rs  of  trash  man- 
agement: reduce,  reuse,  recycle.  Nearby 


in  East  Rutherford  is  the  sprawling 
Meadowlands  Sports  Complex,  scene  of 
championship  competition  in  pro-foot- 
ball, basketball,  hockey,  soccer  and  pari- 
mutuel  horse-racing,  along  with  rock 
concerts  and  world-class  ice  shows. 

Michael  D.  Francis,  chairman  of  the 
Newjersey  Sports  and  Exposition 
Authority,  states,  'The  Meadowlands 
Sports  Complex  —  Giants  Stadium, 
Byrne  Meadowlands  Arena  and 
Meadowlands  Racetrack  —  draws  eight 
million  customers  from  around  the 
globe  to  600  world-class  events  every 
year.  The  Meadowlands  hosted  the  1994 
World  Cup  and  is  home  to  the  1996 
NCAA  Final  Four  as  well  as  to  the 
Giants,  Jets,  Devils  and  Nets." 

"We  make  a  true  difference  in  the 
quality  of  Newjersey  life,"  continues 
Francis,  "and  the  national  and  regional 
business  community  makes  all  the  differ- 
ence to  us  being  able  to  deliver  this 
great  array  of  sports  and  entertainment 
offerings.  The  opportunities  at  New 
Jersey's  Meadowlands  are  endless." 

The  sports  industry  in  Newjersey  is 
flourishing.  The  baseball  team  the  New  1 
Jersey  Cardinals  —  the  single-A  farm 
team  for  the  St.  Louis  Cardinals  —  plays 
in  the  New  York-Penn  League  in  the 
Sussex  County  town  of  Newton.  The 
Trenton  Thunder  —  the  double-AA 
farm  team  for  the  Boston  Red  Sox  — 
plays  in  the  state  capital.  Roller  hockey 
is  coming  on  strong  at  the  Meadow- 
lands, while  title  bouts  are  still  boxed  in 
Atlantic  City  and  horse-racing  can  be 
viewed  from  the  elegant  turn-of-the- 
century  wood-frame  clubhouse  at 
Monmouth  Park. 

Individual  sporting  enthusiasts  can      ,  ^ ' 
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bring  their  mountain  bikes  and  ride  the 
craggy  trails  at  High  Point  State  Park, 
where  part  of  the  Appalachian  Trail  pass- 
es through,  or  bike  the  trails  at 
Hartshorne  Woods  Park  in  Locust.  In 
the  winter,  thev  can  strap  on  skis  and  take 
to  the  downhill  trails  at  Hidden  Valley  in 
Vernon  or  enjoy  cross-country  at 
Tuckerton  Lake,  just  north  of  Atlantic 
City.  Opportunities  are  nearly  limitless 
for  such  activities  as  ballooning,  kayaking, 
hunting,  tubing,  ice  sailing,  canoeing  and 
gliding;  fresh  water,  deep  sea  and  ice  fish- 
ing, and  even  whale  watching. 

Tourism  enriches  the  Garden  State  in 
towns  such  as  Wildwood,  which  hosts 


Jhe  New  Jersey  consumer  foods  and  corn  refining  company  that  reaches  the  world. 


International 

Businesses  in  59  countries  on  five  continents. 


To  receive  our  Annual  Report  contact: 

CPC  Internationa!  Inc.,  Room  B3035 
Box  8000,  International  Plaza 
Englewood  Cliffs,  NJ  07632-9976 
Fax:  (201)894-2579 


the  International  Marbles  Tournament; 
Somerville,  site  of  the  country's  oldest 
continuous  bike  race;  Princeton,  the 
home-away-from-home  for  a  permanent 


(Above)  Polish  Festival,  Garden  State  Arts  Center,  Holmdel,  NJ 
(Below)  Carnegie  Center,  Princeton 


collection  of  water  lilies  by  Claude 
Monet;  Jackson,  scene  of  the  nation's 
largest  outdoor  safari  and  theme  park, 
Six  Flags  Great  Adventure;  Ocean 
Grove,  a  National  Historic  Site  where 
Methodists  continue  the  tradition  estab- 
lished 125  years  ago  of  setting  up  a  sum- 
mer tent  colony;  Franklin,  whose  zinc 
mines  are  now  part  of  a  fluorescent  rock 
museum  display;  and  Millville,  home  of 
the  American  Glass  Museum  with  more 
than  7,500  breathtaking  pieces  of  col- 
ored glass  —  from  Mason  jars  to  cre- 
ations by  Louis  Tiffany  —  and  a  glass- 
making  factory  where  visitors  can  learn 
to  make  paperweights. 

Conlin  invites  all  to  call  1-800-JERSEY-7, 
and  come  to  New  Jersey  to  see  for  your- 
self "What  a  Difference  a  State  Makes." 

Author:  Helen-Chantal  Pike 
Design:  Leslie  Singer  Design,  nyc 


With  Over  $1.8  Billion  In  Wins, 

The  Trump  Properties 

Have  Set  The  Standards 

By  Which  Gaming  Is  Judged. 


1MHAL 

CASINO  •  RESORT 


TRUMP  PLAZA 

Atlantic  City's  Centerpiece 


CASINO  RESORT 


Magic  By  The  Bay 


In  the  past  24  months,  the  Trump  casino-resorts  have  won  over  $1.8  billion, 
taking  their  place  at  the  forefront  of  the  gaming  industry.  But  winning  is  not 
the  only  thing  at  Trump  Hotels  and  Casino  Resorts. The  bottom  line  is  quality. 
The  Trump  Taj  Mahal,Trump  Plaza  and  Trump's  Castle  are  Atlantic  City's  only 
casing  resorts  to  receive  the  prestigious  Mobil  Four  Star  Award  for  three 
consecutive  years.  And  the  accolades  do  not  stop  there.  Each  Trump 
property  lias  garnered  a  myriad  of  awards  for  excellence  from  the  gaming, 
business  travel  industries. 

Trump  Hotels  and  Casino  Resorts. 
Shaping  the  future  of  gaming. 


Gambling  problem?  Call  1-800-G AMBLER. 
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The  time  to  buy  into  a  cyclical  industry  is  when  it's 
in  the  dumps.  Home  construction  is  in  the  dumps. 

Handicapping 
the  home  builders 


By  Eric  S.  Hardy 

It  has  been  a  nasty  year  for  home 
building  stocks.  On  average  the  11 
stocks  listed  in  Value  Line  sell  down 
42%  from  their  52-week  highs.  Hov- 
nanian  Enterprises  is  down  a  horren- 
dous 70%. 

No  mystery  why  this  sector  is  de- 
pressed: Its  products  are  getting  less 
affordable.  A  typical  fixed- 
rate  30-year  mortgage  car-  g 
ries  a  9%  rate  now,  up  two  f 
points  from  a  year  ago.  This  I 
substantially     pushes     up 
monthly      payments      for 
home      buvers.      On      a 
$200,000,  '30-year    fixed- 
rate    mortgage,    the    extra 
200  basis  points  means  an 
extra     S280     (pretax)     in 
monthly  payments. 

The  National  Associa- 
tion of  Home  Builders  fore- 
casts a  4%  decline  in  housing  starts  in 

1995,  and  a  further  5%  decline  in 

1996.  A  decline  of  this  magnitude 
could  hit  home  builders  fairly  hard, 
because  it  may  force  them  to  shave 
prices  and  throw  in  extras  to  move 
merchandise. 

The  good  news  is  that  this  down- 


turn in  home  building  is  unlikely  to  be 
as  devastating  as  the  last.  From  1986 
to  1991,  annual  housing  starts  (both 
detached  homes  and  apartment  units) 
collapsed  from  1.8  million  to  1  mil- 
lion. Many  marginal  operators  folded. 
Although  a  turnaround  in  the 
home  building  market  isn't  yet  re- 


flected in  stock  prices,  it  is  quite  possi- 
ble that  the  stock  market  may  have 
overreacted  to  the  current  slump. 

What  happened  to  Hovnanian  En- 
terprises is  typical.  Paying  no  divi- 
dend, the  stock  has  little  to  prop  it  up 
when  sentiment  turns  unfavorable.  It 
now  sells  for  a  very  depressed  1 0  times 


trailing  earnings  (to  the  overall  mar- 
ket's 17.5  times).  It's  a  pretty  good 
company.  Its  diversified  output  port- 
folio includes  condos,  town  houses 
and  detached  homes  with  an  average 
selling  price  of  $135,000.  Wall  Street 
analysts  tracked  by  the  Institutional 
Brokers  Estimate  System  estimate 
Hovnanian's  earnings  will  come  in  at 
67  cents  per  share  for  this  fiscal  year — 
and  then  rise  to  80  cents  a  share  next 
year.  (Hovnanian  is  changing  its  fiscal 
year  end  from  February  to  October.) 
Of  course,  there's  the  risk  that  the 
lower-priced  homes  that  Hovnanian 
specializes  in  may  be  hardest  hit  by  the 
increased  monthly  payments.  Further 
up  the  price  scale  is  Toll  Brothers,  a 
Pennsylvania  builder  whose  average 
home  costs  $350,000.  Toll  Brothers 
stock  is  off  this  year's  high  by  51%, 
and  it  sells  for  just  6  times  what  the 
analysts  think  it  will  earn  this  year.  At 
the  other  end  of  the  spectrum:  Lennar 
Corp.  sells  starter  homes  in 
the  $110,000  area. 

Think  about  regional 
economies.  Hovnanian 
does  most  of  its  business  in 
New  Jersey.  Do  you  have 
faith  in  Governor  Christine 
Whitman's  tax  cuts?  If  Flori- 
da continues  to  flourish, 
Lennar  will  do  well.  Pru- 
dential Securities  building 
analyst  Lawrence  Horan 
expects  the  strongest  hous- 
ing market  over  the  next 
few  years  to  be  in  Mountain  states  like 
Nevada,  Utah  and  Colorado.  Del 
Webb  Corp.  would  benefit  from 
growth  in  that  region. 

It  may  be  a  while  before  housing 
stocks  bounce  back,  but  relative  to  the 
rest  of  the  market  they  look  pretty 
darn  cheap  today.  m 


Solid  foundations 

Home  builder  Region 


Centex  South,  East 

Hovnanian  Enterprises  New  Jersey 

Lennar  Florida 

Toll  Brothers  Northeast 

US  Home  South 

Del  Webb  Southwest 
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45% 

20% 

0.9 

5.9 

9.9 

113% 

3.4% 

$3,391 

$590 

4% 

16 

4% 

0.4 

10.4 

6.1 
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1.7 
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83 

15% 

25% 

14% 

0.8 

7.6 

6.8 

57 

8.6 

841 

403 

9% 

19% 

9% 

1.0 

9.7 

6.7 

131 

7.1 

473 

318 

14% 

29Vz 

14 

0.6 

5.5 

5.1 

117 

3.3 

944 

163 

16% 

18% 

12% 

1.1 

11.8 

6.9 

200 

3.5 

585 

243 

"Latest  12  months.     Source:  Market  Guide  database  via  OneSource  Information  Services. 

These  six  home  builders  are  well  prepared  to  weather  an  expected  downturn  in  home  construction— and  then  cash  in  on  a  recovery. 


Forbes  ■  January  2,  1995 
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The  Forbes/Gallup  Poll  shows  that  most  business  executives 
hope  the  Republicans  will  put  their  economic  agenda 
ahead  of  their  social  agenda. 

A  Christmas  list 


By  Howard  Banks 


Do  you  generally  approve 
of  the  job  Bill  Clinton 
is  doing  as  President? 

1994  CEOs 

Nov  to  Dec        11% 
July  to  Aug 
Mar  to  Apr 

General  pu 


Over  the  next  six  months,  do  you 
expect  the  overall  U.S.  business 
climate  to  get  better,  worse  or 
remain  about  the  same? 

Better 

Nov  to  Dec 
July  to  Aug 
Mar  to  Apr 

Worse 

Nov  to  Dec  11^ 
July  to  Aug  1; 
Mar  to  Apr  _f5%~ 


About  the  same 


Nov  to  Dec 
July  to  Au; 
Mar  to  Apr 


For  the  following,  should  government 
spending  increase,  decrease  or  stay 
at  the  current  level? 


To  say  that  the  business  community  is 
pleased  with  the  results  of  the  con- 
gressional elections  is  hardly  news. 
But  what  does  business  expect  from 
the  new  Republican-controlled  Con- 
gress? "We  are  coming  on  pretty 
strong  to  encourage  the  Republicans 
to  go  after  changes  that  help  growth, 
job  creation  and  capital  formation," 
says  Tracy  O'Rourke,  chairman  and 
chief  executive  of  Varian  Associates 
and  chairman  of  the  over-12,500- 
member  National  Association  of 
Manufacturers. 

"I  don't  care  about  school  prayer. 
If  [the  people]  want  it,  that's  okay," 
says  O'Rourke.  "But  such  things 
should  not  be  served  up  as  number 
one  priority." 

On  this,  O'Rourke's  view,  and 
those  of  other  top  business  people 
Forbes  talked  with,  mirror  the  third 
FoRBES/Gallup  Poll  of  Chief  Execu- 
tives. The  poll,  conducted  by  the 
Gallup  Organization  in  telephone  in- 
terviews with  338  chief  executives  in 
late  November  and  early  December, 


Do  you  support  or  oppose  a 
constitutional  amendment  to  give 
the  President  a  line  item  veto? 


CEOs 

Support 
Oppose       7< 


General  pu. 


shows  overwhelming  support  (94%) 
for  the  proposition  that  Congress 
should  focus  on  economic  issues,  with 
only  4%  favoring  political  issues. 

This  reflects  a  fear  on  business'  part 
that  the  Republicans  could  dissipate 
momentum  in  arguments  over  things 
like  school  prayer  and  miss  a  chance  to 
help  the  economy.  John  W.  Snow, 
chairman  and  chief  executive  of  csx  of 
Richmond,  Va.,  says  the  Republicans 
should  be  candid  that  there  are  no 
quick  answers  to  such  problems  as  high 
school  graduates  who  can't  read,  or  to 
kids  having  kids.  "These  are  genera- 
Would  you  support  a  value  added  tax? 

Support  | 
Oppose 


Social  Security  benefits 

Increase      5% 
■Decrease 
rrent  le -' 


Deere 
Current  le 


Increase 

Decrease 

Current  level 


Increase 
■  Decrease 
Current  level 


^General  entitlements 

2% 


Would  you  support  or  oppose 
a  flat  tax  with  few  deductions? 

Support 
Oppose     15% 


If  Congress  cannot  agree  to  cut 
enough  spending  to  cover  proposed 
tax  cuts,  what  should  they  do? 

Cut  taxes  anyway,  increasing  the  federal  deficit 

m 

Cut  taxes  only  as  much  as  spending 


Neither  of  the  above 
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tional  problems  that  will  not  be  solved 
with  instant  solutions,"  says  Snow. 

No  surprise  that  these  business 
leaders  dislike  the  current  Adminis- 
tration. What  is  striking  is  how  nearly 
unanimous  the  disapproval  is.  In  the 
public  at  large,  a  national  Gallup  poll 
taken  in  earlv  December  shows  that 
50%  of  the  public  give  Clinton  a 
negative  rating.  Among  the  business 
executives  polled,  88%  were  negative 
on  Clinton. 

Where  else  are  the  executives  ahead 
of  or  out  of  step  with  the  general 
population?  The  chief  executives  sup- 
port a  balanced  budget  amendment 
(72%)  to  a  noticeably  lesser  extent 
than  respondents  to  the  national  sur- 
vey (  85%).  But  91%  of  chief  executives 
favor  giving  the  President  a  constitu- 
tional amendment  granting  a  line 
item  veto,  a  "budget  weapon  likely  to 
have  teeth,  compared  with  77%  in 
favor  in  the  national  poll. 

John  L.  Clendenin,  chairman  and 
chief  executive  of  BellSouth,  speaks  for 
a  lot  of  business  people  who  feel  that 
spending  cuts  are  at  least  as  important 
as  tax  cuts.  "We  should  concentrate 
most  on  the  spending  side  of  the  equa- 
tion," he  says.  The  chief  executives 
strongly  support  (82%  versus  8%)  the 
idea  that  taxes  should  be  cut  only  by  as 
much  as  Congress  cuts  spending. 

As  for  taxes,  the  bosses,  not  surpris- 
ingly, want  changes  targeted  at  capital 
formation.  Some  93%  of  chief  execu- 
tives want  a  capital  gains  tax  cut  (just 
6%  oppose),  while  in  the  national 
survey  just  58%  favored  a  capital  gains 
tax  rate  cut,  with  30%  opposing  it. 

High  on  John  Snow's  personal  list 
is  an  end  to  double  taxation  of  divi- 
dends, but  he  concedes:  "It  won't 
happen  anytime  soon." 

That  chief  executives  are  concerned 
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lest  they  be  regarded  as  heartless 
emerges  from  the  poll  attitudes  to- 
ward the  Americans  with  Disabilities 
Act;  38%  of  the  executives  say  they 
favor  this  federal  gift  to  the  trial 
lawyers1  lobby.  Yet  tort  reform  gets  the 
largest  majority  scored  in  this  survey, 
with  96%  in  favor  and  just  2%  against. 

Telephone  boss  John  Clendenin 
wants  priority  given  to  modernizing 
communications  legislation — and 
makes  a  strong  argument  for  giving 
high  priority  to  it,  saying:  "It's  time 
for  the  U.S.  to  catch  up  with  other 
countries,  many  of  which  have  a  more 
competitive  [telecommunications] 
environment."  He  remembers  that 
an  attempt  to  deregulate  in  the  last 
Congress  wilted  in  a  welter  of  special 
interest  protection. 

C.  Michael  Armstrong,  chairman 
and  chief  executive  of  Hughes  Air- 
craft Co.,  a  Republican  who  was  re- 
cently made  chairman  of  the  Presi- 
dent's Export  Council,  makes  the  case 
for  pushing  free  trade.  "Following 
passage  of  GATT  [which  90%  of  chief 
executives  supported  in  the  poll]  we 
have  wonderful  momentum,"  he 
savs.  "But  we  shouldn't  think  that's 
adequate." 

He  hopes  to  get  liberalized  such 
items  as  export  licensing  and  export 
financing  and  looks  for  an  end  to 
unilateral  export  sanctions  for  foreign 
policv  reasons. 

FoRBES/Gallup  found  in  the  busi- 
ness community  almost  a  too-good- 
to-be-true  reaction  to  the  election 
results.  Railroadman  Snow  laughs, 
saving:  "I'm  a  Republican  supporter, 
but  vou  have  to  remember  the  old  line 
about  being  careful  about  what  you 
set  your  heart  on,  because  you  might 
get  it.  The  business  community  could 
be  about  to  get  its  heart's  desire."  IB 


Do  you  think  Republican  control 
of  Congress  will  be  better  for 
the  country,  worse  or  won't 
make  much  difference? 


Won't  make  much  difference 
10% 


Do  you  support  or  oppose  tort  reform 
that  would  limit  claims  plaintiffs  can 
make  against  businesses,  and  require 
losers  to  pay  court  costs? 


CEOs 


Support 
Oppose 


Support 
Oppose 


B^ffi  ^^^^B 
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While  the  numbers  tell  you  a  lot  about  a  company,  they  don't  tell  you 

all  you  need  to  know.  Herewith  Forbes  editors  mix  numbers 

and  qualitative  judgments  to  pick  21  rising  stars  of  American  industry. 

Annual  Report  on 

American 

Industry 


By  Steve  Kichen 
Illustrations  by  Greg  Couch 


Take  A  quick  look  at  the  21  compa- 
nies in  the  table  on  page  1 24.  Chances 
are  that  you  are  familiar  with  two  or 
three  of  them,  but  the  rest  are  lesser- 
known  names. 

Sifting  through  the  1,340  large 
U.S.  companies  covered  in  this,  our 
47th  Annual  Report  on  American  In- 
dustry, the  editors  have  selected  a 
single  company — a  rising  star — in 
each  of  our  21  industry  groups.  We 
think  these  rising  stars  should  in  the 
years  ahead  outperform  the  average 
company.  We  think  many  of  them  are 
excellent  in\  -stments.  We  limited  the 
list  to  cor.if  lies  whose  stocks  were 
not  selling  a;  prices  that  were  ex- 
tremely out  or  'ine  with  the  overall 
market's.  The  s<  P  500  was  recently 
priced  at  16  timvs  earnings;  compa- 
nies on  this  list  sport  an  average 
P/Eof  19. 
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How  do  we  pick  the  companies?  By 
a  blend  of  qualitative  and  quantitative 
measures. 

On  the  quantitative  scale  we  ranked 
every  company  on  each  of  our  yard- 
sticks: growth,  return  on  equity,  earn- 
ings-per-share  growth,  stock  perfor- 
mance. Giving  each  company  a  com- 
posite score,  we  eliminated  from  the 
running  any  company  whose  com- 
posite score  failed  to  place  it  well  up  in 
its  industry. 

On  the  qualitative  scale,  we  talked 
with  analysts,  industry  specialists, 
competitors  and  the  candidate  com- 
panies themselves.  Our  editors  stud- 
ied the  record  and  drew  upon  their 
own  reporting  experience. 

We  wanted  to  know:  Which  among 
the  companies  that  qualified  quanti- 
tatively had  the  best  prospects  for 
growth  and  profitability?  And  which 


the  best  managements? 

The  companies  selected  thus  were 
not  always  those  with  the  top  statisti- 
cal profiles.  For  example,  our  editors 
selected  Valspar  as  the  chemical  in- 
dustry's rising  star  even  though  it  did 
not  have  the  industry's  highest  return 
on  equity  or  sales  growth.  What  it 
does  have  is  an  unbroken  20-year 
record  of  rising  earnings  in  fair  times 
and  foul.  It  also  has  run  a  shrewd  and 
highly  successful  acquisitions  policy. 

In  financial  services,  Matthew 
Schifrin  selected  little-known  First 
Tennessee  National,  a  $10  billion 
Memphis  bank.  Again,  First  Tennes- 
see did  not  show  up  with  the  indus- 
try's highest  growth  rate  or  the  high- 
est return  on  capital,  though  it  scored 
well  on  both  counts.  Schifrin  liked  the 
bank  because  a  full  half  of  its  revenues 
come  from  fee  income  and  are  not  at 
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the  mercy  offluctuating  interest  rates. 

Choosing  a  rising  star  in  the  hard- 
pressed  aerospace  industry  was  a  bit  of 
a  puzzle,  since  the  whole  industry  is 
shrinking.  We  settled  on  Teleflex 
Inc.,  which  has  the  distinction  of  hav- 
ing delivered  20  years  of  increasing 
earnings.  Its  secret?  Finding  new  uses 
for  blades  it  makes  for  jet  engines — 
most  recently  by  making  blades  for 
electric-power-generating  turbines. 

In  the  Metals  category,  James  Nor- 
man selected  Acme  Metals  Inc.  as 
rising  star  among  over  40  metals  com- 
panies. Although  its  financial  showing 
has  been  good,  others  did  better. 
Norman  nominated  Acme  because  he 
was  impressed  by  the  carefully 
thought-out  and  extremely  bold  bet 
the  company  has  placed  on  the  latest 
steelmaking  technology.  If,  as  now 
seems  likely,  the  steel  industry  is  mak- 
ing a  solid  comeback,  Acme  stands  to 
earn  a  handsome  payback. 

We  picked  Granite  Construction  in 
the  construction  industry  because  of 
its  willingness  to  become  a  partner  in 
private  toll  road  projects — which  may 


well  be  the  future  of  the  highway 
industry. 

Five  of  the  selected  companies  have 
risen  from  the  ranks  of  small  outfits 
that  are  selected  every  fall  as  the  Best 
Small  Companies  in  America.  They 
are:  Nordson,  Sensormatic  Electron- 
ics, Strykcr,  Teleflex  and  Valspar. 
Smart  minnows  once,  these  compa- 
nies are  now  big  fish;  we  expect  many 
of  them  to  end  up  swimming  with  the 
biggest. 

Our  retail  pick  is  Viking  Office 
Products,  a  mail-order  distributor  of 
office  supplies  and  equipment.  Ten 
years  ago  Viking  had  revenues  of  only 
$15  million;  it  is  now  a  $565  million 
company.  Chief  Executive  Irwin  Hel- 
ford  says  the  trick  is  providing  such 
good  customer  service  that  customers 
will  pay  a  little  extra  for  it.  Thus  has 
Helford  been  able  to  avoid  deep- 
discount  pricing. 

Viking's  five-year  average  return  on 
equity  is  21%,  stellar  compared  with 
12%  and  9%  for  much  bigger  rivals 
Office  Depot  and  Staples,  respective- 
ly. We  also  like  Viking  for  its  demon- 


strated ability  to  reinvest  capital — 
another  strength  we  look  for  in  select- 
ing rising  stars. 

The  table  lists  basic  information  on 
all  21  rising  stars,  including  compara- 
tive return-on-equity  figures  (five- 
year  average  against  latest  12 
months).  For  most,  the  latest- 12- 
month  return  on  equity  was  above  the 
five-year  average,  indicating  good 
profit  momentum. 

A  box  accompanying  each  industry 
survey  nominates  that  industry's  ris- 
ing star  and  explains  why  we  chose  it. 

We  do  not  presume  to  predict  that 
all  of  these  rising  stars  will  outperform 
the  stock  markets  in  the  year  ahead. 
There  are  too  many  unpredictables, 
too  many  economic  crosscurrents, 
and  several  of  the  stocks  already  re- 
flect the  quality  of  their  managements 
in  the  price  of  their  stocks.  What  we 
will  predict  is  this:  These  21  compa- 
nies, as  a  group,  will  outperform 
American  Industry  over  the  next  cou- 
ple of  years. 

Our  industry  surveys  start  on  page 


Mixing  the  qualitative  and  the  quantitative,  Forbes  editors  have  selected  21 
mostly  smaller  companies  that  we  think  will  shine  in  their  respective  industries. 
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How  we 
calculate 
the  results 


Profitability 

Growth 

Sales 

Net 
income 

Profit 
margin 

Return  on  equity 

5-year         latest 

average       12  mos 

%               % 

Return  on 
capital 
latest 
12  mos 

% 

Sales 

Earnings  per  share 

latest 
12  mos 

Smil 

latest 
12  mos 

Smil 

latest 
12  mos 

% 

Debt/         5-year 

capital       average 

%               % 

latest 
12  mos 

% 

5-year         latest 
average       12  mos 

%               % 

Profitability 


We  calculate  return  on  equity  by  tak- 
ing primary  earnings  per  share  and 
dividing  them  by  common  shareholders'  equity  per  share 
at  the  start  of  the  fiscal  year.  In  calculating  common  equity, 
we  assume  that  all  convertible  preferred  stock  is  converted 
into  common.  The  liquidation  value  of  nonconvertible 
preferred  shares  is  subtracted  from  total  stockholders' 
equity.  Net  income  and  earnings  per  share  include  gains  or 
losses  from  discontinued  operations  but  exclude  extraor- 
dinarv  items  like  tax-loss  carryforwards. 

Five-year  average  return  on  equity  is  calculated  with  a 
modified  version  of  the  sum-of-the-years  digits  method.  This 
emphasizes  recent  results.  If  a  firm  lost  money  during  any 
fiscal  year  but  started  that  year  with  positive  equity,  we 
calculated  the  percentage  lost  on  equity  and  factored  this 
result  into  our  equation  for  that  year.  Companies  were 
penalized  for  the  vears  in  which  they  had  negative  equity.  If  a 
company  shows  a  return  on  equity  exceeding  100%  in  a  given 
year,  this  value  is  automatically  scaled  back  to  100%,  in  order 
to  knock  out  outrageous  and  unreasonable  returns. 

For  return  on  capital,  we  divide  a  firm's  total  capitaliza- 
tion into  the  sum  of  three  items — aftertax  profits,  the 
amount  remaining  if  the  interest  paid  on  long-term  debt 
was  taxed,  and  minority  interest.  Most  companies  (except 
for  electric  "utilities)  don't  report  interest  expense  on 
long-term  debt.  In  such  cases  we  estimate  this  expense  for 
the  latest  12  months.  We  assume  a  34%  corporate  tax  rate 
to  compute  the  tax  break  derived  from  interest  expense. 
We  define  total  capitalization  as  long-term  debt,  common 
and  preferred  equity,  deferred  taxes,  investment  tax  credits 
and  minoritv  interest  in  consolidated  subsidiaries. 


Growth  rates 


We  use  a  modified  version  of  the 
least-squares  method  to  calculate 
sales  and  earnings  growth  rates.  This  equation  adjusts  for 
sharp  fluctuations  and  yields  a  result  that  closely  reflects 
the  average  rate  of  growth.  Example:  During  a  four-year 
period  a  corporation's  earnings  go  from  50  cents  to  75 
cents,  then  to  S 1  and  finally  to  S 1 . 1 5  in  the  last  year.  That's 
a  50%  jump  from  the  first  year  to  the  second,  a  33%  increase 
in  the  third  and  a  15%  increase  between  the  third  and 
fourth  year.  Least-squares  says  that  on  average,  earnings 
grew  at  a  compound  annual  rate  of  32.1%.  The  regression 
formula  calculates  the  slope  of  a  line  that  best  fits  the  data 
points  for  four  years.  If  you  do  the  math  yourself — starting 
with  50  cents — you'll  get  SI.  15  in  the  fourth  year. 

There's  one  limitation  to  the  least-squares  method.  It 
can't  handle  negative  values.  If  earnings  are  negative  at  the 
beginning  of  the  period,  we  calculate  the  growth  rate  for  a 


shorter  period,  starting  with  the  first  positive  year.  If  a 
company  lost  money  during  the  middle  of  a  measuring 
period,  Forbes  dropped  the  year  from  the  calculation  and 
measured  the  growth  rate  over  the  remaining  positive 
periods.  Our  assumption:  A  single  loss  is  not  representa- 
tive of  long-term  performance.  If  a  company  lost  money  in 
more  than  one  year,  however,  the  five-year  earnings 
growth  rate  is  not  calculated  and  the  result  is  listed  as  not 
meaningful  (NM). 

Our  computer  checked  all  least-squares  growth  rates 
with  a  comparison  method  to  see  if  the  earnings  pattern 
made  sense.  Here's  an  extreme  case  showing  why  we  check: 
If  a  company's  per-share  earnings  plunge  from  S 1  in  the  first 
year  to  15  cents  in  the  second,  then  jump  to  $4  in  the  third 
and  dive  again  to  15  cents  in  the  fourth  year,  the  formula 
says  the  annual  growth  rate  is  -21.4%.  This  does  a  terrible 
job  of  describing  year-to-year  changes,  so  we  marked  such 
wildly  fluctuating  patterns  also  as  not  meaningful  (NM). 


Time  periods 


The  five-year  growth  rates  we  use 
require  six  years'  worth  of  data.  These 
rates  are  based  on  latest  fiscal  year-end  results.  All  growth 
rates  covering  a  period  of  less  than  five  years  are  footnoted. 
When  the  range  of  available  data  is  less  than  four  years,  we 
marked  it  as  not  available  (NA). 

Latest- 12 -month  comparisons  are  between  the  most 
recent  four  quarters  for  which  financial  results  have  been 
announced  and  the  comparable  quarters  in  the  previous 
period.  Sales,  net  income  figures  and  profit  margins  are 
measured  over  the  latest  12  months.  Debt  as  a  percentage 
of  total  capital  is  based  on  the  most  recent  balance  sheet. 


Definitions 


Forbes  defines  sales  as  net  sales  plus 
other  operating  revenue.  For  banks, 
sales  are  total  interest  income  plus  other  operating  income. 
Sales  for  insurance  companies  include  premium  income 
plus  net  investment  and  other  income.  Debt  as  a  percent- 
age of  capital  is  long-term  debt,  including  capitalized 
leases,  divided  by  total  capitalization  as  defined  above. 

Medians  are  calculated  by  listing  the  companies  in  rank 
order  and  selecting  the  value  of  the  middle  company.  If 
there  is  an  even  number  of  firms,  we  average  the  data  on 
the  two  middle  companies.  All  companies,  including  those 
with  negative  values,  are  ranked  in  calculating  the  industry 
median,  except  for  those  marked  NA.  The  all-industry 
median  is  the  median  for  all  ranked  firms  in  this  survey 
other  than  biotechnology  companies,  which  are  not 
counted  because  they  are  much  smaller  than  the  other 
survey  companies  and  most  are  not  yet  profitable.         ■■ 
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Aerospace  &  defense 

Drastic  cost-cutting  and  diversification  are  helping 
to  prop  up  aerospace  profits,  but  the  basic  business 
is  still  in  trouble,  and  many  more  jobs  will  be  lost. 


By  Howard  Banks 

If  all  you  look  at  is  profits,  the  aerospace  industry  looks 
pretty  healthy.  Last  year  the  industry  earned  a  record  $5.2 
billion,  up  from  a  $1 .8  billion  loss  in  1993  (largely  caused 
by  restructuring  costs).  Companies  like  Loral,  with  a  37% 
profit  increase,  and  Sundstrand,  with  a  51%  gain,  lead  the 
rebound.  The  industry's  median  return  on  equity,  at 
1 1.3%,  puts  it  only  slightly  behind  the  all-industry  median. 
But  mark  this:  Most  of  the  gains  came  from  draconian 
cost-cutting  efforts  implemented  to  offset  slumping  sales. 
Overall  aerospace  sales  fell  10%  last  year  on  the  heels  of  a 
6%  decline  the  year  before.  All  aerospace  market  segments 
suffered  more  or  less  equally.  The  decline  is  expected  to 


continue  in  1995,  at  maybe  a  3%  to  4%  pace. 

Aerospace  employment  dropped  from  900,000  in  1993 
to  836,000  in  1994.  The  Aerospace  Industries  Association 
thinks  the  total  could  drop  to  650,000  by  1998.  This 
would  mean  that  over  half  of  all  the  aerospace  jobs  that 
existed  a  decade  ago  would  have  disappeared. 

While  the  military  market  was  hurt  the  most,  the  civilian 
market  was  also  a  disappointment.  Until  November, 
Boeing  and  archrival  Airbus  Industrie  ran  neck-and-neck 
in  unit  sales,  when  Boeing  got  a  $700  million  order  for  16 
of  its  737800s  from  Germany's  Hapag-Lloyd.  ge's  CFM- 
56  family  of  jet  engines  (a  joint  venture  with  Snecma  of 


"It's  an 
ego  thing" 

Compared  with  most  of 
the  companies  in  its  indus- 
try— and  in  Forbes'  an- 
nual survey  on  corporate 
profitability — Teleflex 
Inc.  is  a  rather  small  player. 
Sales  for  1994  will  come 
in  at  only  $800  million 
or  so,  profits  at  around 
$40  million. 

But  when  it  comes  to 
returns  to  stockholders — as 
measured  by  a  combina- 
tion of  profitability,  stock 
performance  and 
growth — the  company 
moves  to  the  top  of  the 
class.  Last  year  was  its  twen- 
tieth straight  year  of  in- 
creased earnings  per  share, 
to  at  least  $2.30,  up  from 
$1.95  in  1993.  And  1995 
should  see  further  big 
leaps,  with  earnings  at 
about  $2.70  a  share,  and 
sales  "comfortably  at  $900 
million,"  says  Teleflex 
Chairman  Lennox  (Bim) 
Black,  64. 

Headquartered  in 
Plymouth  Meeting,  Pa., 
Teleflex  is  a  minicon- 
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glomerate  that  makes  aero- 
space turbine  blades,  me- 
chanical controls  for  auto- 
mobiles and  boats,  and 
medical  devices.  For  the 
past  couple  of  years  or  so, 
aerospace  and  defense  sales 
have  been  depressed.  So 
it  has  been  the  auto  and 
medical  device  sectors 
that  have  sustained  Tele- 
flex's  growth.  But  Black 
expects  those  roles  to  re- 
verse sometime  in  1996 
or  early  1997,  when  he  sees 
aerospace  picking  up 
again.  "All  of  these  markets 
ebb  and  flow,"  he  says. 


Lennox  (Bim) 
Black,  soon-to-retire 
head  of  Teleflex, 
in  a  thicket 
of  turbine  blades 
As  business  in 
other  sectors 
ebbs,  he  expects 
aerospace  to  pick 
up  again. 


Black  has  been  using 
the  ebb  period  in  aerospace 
to  regroup  and  retrain. 
Lessons  learned  in  the  auto 
sector  (faster  response 
time,  fewer  managers)  are 
being  applied  at  Tele- 
flex's  $200  million  (reve- 
nues) aerospace  division. 
At  the  same  time,  Teleflex  is 
injecting  its  jet  engine 
blade  technology  into  Mal- 
tool,  a  unit  acquired  in 
early  1993  that  makes 
blades  used  in  electricity- 
generating  turbines.  "The 
utilities  are  going  to  be  a 
great  growth  business  for 


ten  years,"  says  Black. 

He  lost  little  time  in 
making  Mai  tool  pay  its 
way:  Soon  after  the  acqui- 
sition, he  shut  down  5  of 
Mai  tool's  11  plants  in 
North  America.  Each  was 
identical  to  the  others, 
says  Black.  The  surviving 
Maltool  plants  will  work 
closely  with  another  unit 
that  makes  blade  coat- 
ings. Black:  "Package  deals 
make  it  harder  for  our 
competitors." 

Black  will  hand  over  as 
chief  executive  this  spring, 
after  24  years  at  the  helm. 
It  will  be  a  well-oiled  transi- 
tion: His  successor,  Da- 
vid Boyer,  52,  has  been 
with  the  company  almost 
as  long  as  Black  has. 

Black  hopes  that  Tele- 
flex will  be  a  $  1  billion  com- 
pany by  1996.  ("It's  an 
ego  thing,"  he  laughs.) 
That  would  take  at  least 
one  more  acquisition, 
which  he  is  not  ruling 
out.  With  a  modest  $191 
million  in  long-term  debt 
and  stock  selling  at  17 
times  earnings  and  twice 
book  value,  Teleflex  can 
easily  afford  to  buy.  -H.B. 
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France)  gained  more  market  share,  at  the  expense  of 
United  Technologies'  Pratt  &  Whitney  and  Rolls-Royce. 

With  conditions  difficult,  more  than  30  mergers  were 
announced  last  year.  They  ranged  from  the  multibillion- 
dollar  deal  between  Lockheed  and  Martin  Marietta  (the 
Defense  Department  said  okay  in  December,  but  it  still  has 
to  pass  antitrust  scrutiny)  to  Goodrich's  S300  million  buy 
of  Emerson  Electric's  aircraft  parts  unit.  The  list  also 
includes  a  transatlantic  merger:  Rolls-Royce  plans  to  buy 
Allison  Gas  Turbines. 

Companies  doing  the  best  are  the  ones  that  have  been 
able  to  add  offsetting  sales  growth  in  areas  outside  aero- 
space. Among  them:  Loral,  E-Systems  and  Teleflex  (see 


box,  opposite).  If  the  past  is  any  guide,  diversification  will 
pay  off  far  more  for  companies  that  do  it  through  acquisi- 
tion. Example:  Rockwell's  successful  buy  of  automation 
and  control  system  maker  Allen-Bradley  Co.,  versus 
Boeing's  failure  in  the  early  1970s  trying  to  fill  then 
underused  factories  by  making  hydrofoil  craft. 

A  big  uncertainty  in  1995  will  be  the  Republicans' 
impact  on  defense  and  space  spending.  They  want  to 
spend  more  and,  all  of  a  sudden,  so  does  President 
Clinton.  One  program  set  to  get  a  boost  is  antiballistic 
missiles,  but  NASA  will  be  squeezed.  The  Defense  Depart- 
ment's spending  cut  of  $7.7  billion  over  six  years  has  hit 
the  Comanche  helicopter  built  by  ut's  Sikorsky  unit.   H 
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&  defense 
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Return  on  equity 


Growth 


Net        Profit 
Sales     income    margin 


Earnings  per  share 


Company 


General  Dynamics 
Litton  Industries 
General  Electric 
Martin  Marietta 
Sundstrand 

Raytheon 
Boeing 
GenCorp 
Rockwell  Intl 

Thiokol 

E-Systems 
Loral 
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McDonnell  Douglas 

Northrop  Grumman 
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Lockheed 

Teledyne 
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Oshkosh  Truck 
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Fairchild 

United  Technologies 
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SPS  Technologies 

Avondale  Industries 

Newel 
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Aviall 
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6.5 
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9.4 


13.3 
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0.5 
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49.8 

42.8 
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47.7 
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NM 
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5.5 


-6.3 
-0.8 
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33.5 
-6.5 

7.9 

-17.7 

-6.7 

2.6 
-12.5 

-6.1 

39.2 

4.4 

21.1 

-14.3 

14.4 
-7.9 
6.3 
-7.6 
10.5 

-1.0 
8.9 
43.8 
-0.2 
-0.8 

7.3 
1.0 

-21.9 
3.1 

-12.8 

2.5 

-7.8 

-8.5 

-1.4 

0.0 

-31.1 

-12.8 

-0.8 

6.3 


D-D:  Deficit  to  deficit.     D-P:  Deficit  to  profit. 
*Four-year  average.     tThree-year  average. 


Sources-  Forbes;  Value  Line  Data  Base  Service  via  OneScwce  Information  Services. 
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P-D:  Profit  to  deficit,     def:  Deficit.     NA:  Not  available. 
For  further  explanation,  see  page  125. 
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Business  services  &  supplies 

To  make  themselves  meaner  and  leaner,  U.S.  companies 
keep  jobbing  out  chores  to  specialists.  This  is  one 
trend  that  will  only  grow  in  importance. 


By  Kate  Bohner  Lewis 

In  the  campaign  to  become  more  efficient,  U.S.  compa- 
nies are  farming  out  an  ever  greater  variety  of  tasks  that 
were  once  done  in-house.  Stephen  McClellan,  a  business 
services  and  supplies  analyst  at  Merrill  Lynch  in  San 
Francisco,  estimates  outsourcing  contracts  increased  by 


about  40%  last  year,  up  from  a  23%  increase  the  year 
before.  "This  trend  has  altered  the  way  people  do  business 
in  this  country,"  says  McClellan.  "'Companies  are  pouring 
money  into  this  industry." 

For  the  69  business  sendees  and  supplies  firms  surveyed 


To  catch 
a  thief 

Based  in  Deerfield  Beach, 
Fla.,  Sensormatic  Electron- 
ics Corp.  is  the  leading 
manufacturer  of  the  anti- 
theft  sensors  that  are  now 
attached  to  clothing,  per- 
fume, compact  discs  and 
even  newborn  babies.  "Se- 
curity and  surveillance  are 
the  wave  of  the  future,'1 
says  Ronald  Assaf,  Sen- 
sormatic's  59-year-old 
chief  executive.  "We  have 
and  will  be  able  to  pene- 
trate an  unlimited  num- 
ber of  markets." 

This  past  summer  Sen- 
sormatic won  the  contract 
to  supply  security  systems 
at  the  1996  Olympic 
Games  in  Atlanta.  Assaf 
hopes  this  will  add  at  least 
$50  million  to  sales  over 
the  next  two  years.  (In  the 
fiscal  year  ended  this 
June,  Sensormatic  earned 
$72  million,  or  $1.16  per 
share,  on  sales  of  $656 
million.) 

Another  coup:  About  a 
year  ago  Sensormatic 
signed  a  S20  million-a- 
year  contract  with  Home 
Depot  for  all  of  its  324 
stores.  This  will  add  more 
than  $2  million  to  annual 
earnings. 

Analysts  say  that  the 
Home  Depot  and  Olym- 
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pics  contracts  are  to  thank 
for  sending  Sensormatic's 
share  price  to  37,  up  from 
25  a  year  ago.  Its  shares 
now  sell  for  22  times  Wall 
Street's  consensus  earnings 
estimate  for  1995. 

Is  there  enough  growth 
in  store  to  justify'  that  multi- 
ple? Assaf  insists  there  is. 
His  big  push  right  now  is  in 
so-called  source-tagging, 
where  a  disposable  antitheft 
adhesive  label  is  applied  as 
part  of  a  product's  manufac- 
turing process,  rather 
than  by  the  retailer.  "The 
gold  ring  in  this  industry  is 
convincing  retailers  to 
change  over  to  source - 
tagging,"  says  Jeffrey 
Kessler,  a  senior  equity 
analyst  at  Lehman  Brothers. 
Already  the  market  for 
disposable  antitheft  tags  is 
growing  at  more  than 
30%  annually. 

Assaf  is  also  working  to 
expand  the  company's 
commercial  and  industri- 
al segment.  Sensormatic 
now  provides  closed  cir- 
cuit and  access-control  se- 
curity systems  to  Forbes 
500s  corporations  like 
General  Motors,  Boeing, 
Ford  and  AT&T.  This  seg- 
ment contributed  $35 
million  to  sales  in  1992 
and  is  expected  to  con- 
tribute almost  $200  million 
in  1995. 

High  crime  rates  are  no 


Sensormatic  Chief  Executive  Ronald  Assaf 
"Surveillance  is  the  wave  of  the  future. 


longer  purely  an  American 
phenomenon.  To  expand 
its  overseas  business,  in  De- 
cember Sensormatic  ac- 
quired Hauppauge,  N.Y.- 
based  Knogo  Corp.'s 
theft- prevention  business 
outside  the  U.S.,  Canada 
and  Puerto  Rico  in  a  $103 
million  stock  swap.  This 
deal  is  expected  to  add 
more  than  $60  million  in 


sales  in  1995.  Sensormatic 
also  recently  established  a 
subsidiary  in  Hungary  and 
plans  to  be  in  the  Czech 
Republic,  Estonia  and  Lat- 
via by  late  spring. 

Says  Assaf,  half  with  a 
sigh  and  half  with  a  broad 
smile:  "I  don't  see  [the 
anticrime]  business  slowing 
down  any  time  soon." 

-K.B.L. 
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in  this  issue,  the  median  company  shows  five-year  average 
sales  growth  of  6.8%.  That's  well  above  the  5.5%  median 
for  all  the  companies  in  our  survey.  Profitability  is  strong, 
too:  a  five-year  median  return  on  equity  of  1 1 .9%  for  the 
business  services/supplies  industry,  as  against  an  all- 
industry  median  of  1 1 .4%. 

The  banking  industry  is  sending  more  work — particu- 
larly data  processing  of  credit  card  transactions — to  out- 
side business  services  firms.  Credit  card  transaction  vol- 
ume rose  more  than  20%  last  year,  and  the  trend  is  likely  to 
continue.  Among  the  latest  beneficiaries:  First  Data  Corp., 
with  a  12-month  revenue  gain  of  12%,  and  First  Financial 
Management,  with  a  26%  gain. 

Another  trend  benefiting  the  business  services  industry 
is  the  growth  of  small  businesses — almost  422,600  new 


incorporations  by  last  August  alone,  according  to  Dun  & 
Bradstreet.  Business  from  some  of  these  newcomers 
helped  payroll -processing  specialist  Automatic  Data  Pro- 
cessing post  a  15%  earnings  gain  over  the  last  12  months. 
Merrill  Lynch's  McClellan  predicts  another  good  year  in 
1995  for  AD  P.  Increasingly  the  firm  collects  its  clients' 
payroll  taxes  and  then  pays  the  money  to  the  tax  collectors 
one  or  two  days  later,  earning  interest  on  the  float.  With 
short-term  interest  rates  rising  in  1994,  close  to  a  third  of 
adp's  profits  were  accounted  for  by  interest  earned  on 
withheld  payroll  tax. 

A  pickup  in  spending  on  sophisticated  office  equip- 
ment in  the  U.S.  and  overseas  helped  lift  earnings  for 
companies  in  the  office  supplies  segment.  Diebold,  Inc. 
and  Pitney  Bowes  significantly  expanded  their  opera- 
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Rollins 
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8.8 


13.0 


-13.9 


20.4         1,217 


53 


7.6 
8.1 

15.3 
8.4 

12.3 

13.6 
1.5 
8.3 
0.4 
6.5 

2.5 
1.7 
3.5 
3.1 
0.6 


Safeguard  Scientifics 

10.5 

10.9 

9.3 

61.0 

32.3 

33.2 

-10.3 

22.4 

1,387 

11 

0.8 

First  Financia 

Mgmt 

10.3 

11.6 

11.4 

0.5 

27.4 

25.6 

NM 

231.5 

2,010 

150 

7.5 

Adia  Services 

8.4 

12.5 

12.5 

0.3 

10.8 

27.5 

NM 

50.3 

1,123 

27 

2.5 

Norrell 

6.3t 

33.5 

24.9 

38.9 

9.1* 

NA 

NM 

NA 

655 

13 

2.0 

AAR 

4.8 

4.7 

4.8 
19.9 

4.5 
14.1 

34.2 
28.0 

-1.5 
20.4 

6.2 
4.2 

-20.1 
NM 

D-P 
D-P 

407 
2,225 

9 
62 

2.2 

Olsten 

2.8 

Ceridian 

1.8 

def 

5.2 

8.0 

-19.2 

2.8 

NM 

P-D 

909 

4 

0.4 

Volt  Info  Sciences 

def 

7.4 

7.1 

27.3 

2.9 

16.0 

NM 

D-P 

632 

6 

0.9 

Manpower 

def 

61.2 

29.5 

39.6 

4.9 

23.1 

NM 

D-P 

3,867 

61 

1.6 

Rouge  Steel 

NA 

47.2 

51.4 

0.0 

NM 

NA 

NA 

NA 

1,217 

90 

7.4 

2.8 


Medians 

Business  supplies 

HON  Industries 

Deluxe 

John  H  Harland 

Minn  Mining  &  Mfg 

Pitney  Bowes 

Reynolds  &  Reynolds 
Standex  International 
Amer  Business  Prods 
Chemed 
Sensormatic  Electron 

D-D:  Deficit  to  deficit.     D-P:  Deficit  to  profit.     P-D:  Profit  to  deficit,     def:  Deficit.     NA:  Not  available.     NE:  Negative  equity.     NM:  Not  meaningful. 
•Four-year  average.     tThree-year  average.         For  further  explanation,  see  page  125. 
Sources:  Forbes;  Value  Line  Data  Base  Service  via  OneSource  Information  Services. 
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26.1 

27.8 

22.5 

16.8 

6.8 

9.9 

8.6 

43.2 

829 

53 

6.4 

23.9 

18.8 

16.6 

11.6 

5.6 

10.1 

3.1 

3.4 

1,710 

152 

8.9 

20.2 

27.7 

17.6 

35.7 

9.0 

2.0 

1.9 

3.1 

517 

51 

9.9 

18.8 

18.5 

17.2 

6.4 

5.5 

5.7 

1.7 

3.4 

14,706 

1,276 

8.7 

18.4 

21.4 

14.4 

27.0 

6.0 
5.9 

-4.4 
16.0 

11.2 

20.0 

3,344 

401 

12.0 

18.4 

24.6 

17.9 

31.7 

22.1 

25.8 

809 

66 

8.2 

18.2 

26.9 

15.1 

46.0 

3.4 

7.1 

12.1 

40.0 

543 

33 

6.0 

14.8 

14.1 

10.6 

37.6 

6.4 

17.5 

7.4 

9.1 

552 

18 

3.3 

14.5 

12.6 

11.3 

24.5 

-4.1 

24.6 

NM 

33.3 

617 

23 

3.7 

13.9 

12.5 

10.9 

17.5 

34.6 

37.7 

24.1 

19.5 

704 

77 

11.0 
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tions  in  Europe  last  year;  as  a  result,  earnings  rose  26% 
and  20%,  respectively.  Xerox  has  some  hot  new  prod- 
ucts, particularly  a  new  scanner  that  digitizes  informa- 
tion at  a  rate  of  20  pages  a  minute,  and  DocuSP,  a 
software  architecture  that  prepares  information  from  all 
types  of  operating  systems  for  printing.  Even  if  the 
economy  slows  down,  Xerox  and  other  office  equip- 
ment companies  that  offer  laborsaving  products  should 


continue  their  success  streak. 

Waste  management  companies  should  also  have  anoth- 
er good  year.  Latest  12-month  earnings  rose  32%  at 
Browning-Ferris  and  58%  at  wmx  Technologies.  Pruden- 
tial Securities  analyst  Vishnu  Swarup  recommends  both 
companies  for  the  year  ahead  because  the  demand  for  solid 
waste  resources  is  up  and  states  are  implementing  tougher 
regulations  on  landfills.  UM 


Business 
services 
&  supplies 


Company 


Wallace  Computer  Svcs 
Anacomp 
Standard  Register 
Diebold 
Herman  Miller 

Interface 
Avery  Dennison 
Comdisco 
United  Stationers 
Alco  Standard 

Mine  Safety  Appliances 

Canon 

Xerox 

Nashua 

Moore  Corp 

AM  International 
Fisher  Scientific 
Pittway 

Medians 

Industrial  services 

Cintas 
Harsco 
WW  Grainger 
Ogden 
Ecolab 

CDI 

Safety-Kleen 
Figgie  Intl 
Borg-Warner  Security 

Medians 

Environmental  &  waste 

WMX  Technologies 
Browning-Ferris  Inds 
Thermo  Electron 
Zurn  Industries 
Intl  Technology 
Air  &  Water  Tech 
ICF  Kaiser  Intl 

Medians 

Industry  medians 

All-industry  medians 


Profitability 


Return  on  equity 


Growth 


Net        Profit 
Sales     income    margin 


12.6 
11.6 
11.3 
10.3 
8.3 

8.1 
8.0 
7.9 
7.2 
7.0 

6.2 

5.9 
def 
def 
def 

NA 
NA 
NA 

11.3 


19.5 
16.8 
16.3 
12.2 
5.0 

5.0 
2.2 

def 
NA 

8.6 


17.6 
12.8 
12.8 
4.8 
def 
def 
def 

4.8 

11.9 

11.4 


Return  on 
capital 
latest 


Earnings  per  share 


5-year         latest         5-year 


average       12  mos       12  mos       capital       average       12  mos       average       12  mos       12  mos       12  mos       12  mos 


12.8 
11.5 
12.3 
14.2 
13.8 

7.3 
13.0 
6.9 
6.6 
5.5 

5.5 
2.9 
def 
def 
def 

NA 
18.9 

14.4 

12.8 


19.2 
14.2 
17.7 
14.2 
22.5 

15.1 
def 
def 

84.4 

15.1 


17.7 
17.2 
11.1 
0.2 
def 
def 
def 

0.2 

14.0 

12.6 


11.4 
9.5 
11.5 
14.8 
13.1 

6.0 
10.4 
5.2 
5.6 
5.6 

5.1 
2.9 
3.7 

def 
def 

1.0 
13.0 
12.2 

11.1 


14.7 
10.2 
17.3 
5.9 
18.6 

10.9 
def 
def 

10.0 

10.2 


8.7 
12.5 

7.9 
0.4 
def 
def 
def 

0.4 

11.2 

9.4 


5.2 
84.8 
3.5 
0.0 
6.4 

55.0 
27.5 
59.8 
35.8 
41.3 

6.6 
37.4 
57.2 
30.2 

6.6 

38.3 

39.1 

1.5 

28.8 


19.9 
40.0 
0.6 
71.8 
22.2 

34.1 
38.3 
59.9 
92.4 

38.3 


48.3 
34.9 
48.4 
4.5 
32.5 
67.9 
71.2 

48.3 

30.2 

32.8 


6.7 
-2.2 
0.8 
6.3 
2.3 

6.7 

2.3 

4.2 

10.2 

13.8 

2.9 
11.0 

1.2 
-8.2 
-2.5 

-12.2 
7.0 
9.2 

5.8 


16.8 
3.4 
11.2 
11.8 
-5.4 

2.4 
15.1 
-7.3 

9.5 

9.5 


21.9 
9.4 

19.3 
7.6 
8.5 
6.4 

15.2 

9.4 
6.8 
5.5 


7.9 

0.4 

5.7 

21.3 

12.2 

16.8 
6.4 

-2.6 
0.2 

24.2 

3.8 

-4.1 

-8.5 

-15.2 

1.4 

-8.2 

14.1 
18.4 

6.7 


15.5 

-1.2 

13.8 

4.9 

7.3 

15.3 

-2.5 

-15.0 

4.2 

4.9 


9.8 
23.5 
23.8 

-40.5 
-1.9 

-17.2 
36.4 

9.8 

9.9 
6.3 


D-D:  Deficit  to  deficit.     D-P:  Deficit  to  profit.     P-D:  Profit  to  deficit,     def:  Deficit.     NA:  Not  available. 
*Four-year  average.     tThree-year  average.        For  further  explanation,  see  page  125. 
Sources:  Forbes;  Value  Line  Data  Base  Service  via  OneSource  Information  Services. 


2.9 
NM 
NM 
8.0 
NM 

-14.1 
-7.6 

-15.5 
-5.8 

-21.1 

-17.3 

-9.9 

NM 

NM 

NM 


-8.7 


15.9 

38.6 

7.2 

NM 
NM 

-23.5 
NM 
NM 
NA 

NM 


NM 
4/.6t 
18.2 
NM 
NM 
NM 
NM 

NM 

-15.5 

-18.8 


15.8 

-54.5 

8.4 

25.8 

50.0 

17.9 

26.1 

-21.1 

-26.1 

D-P 

91.9 

-42.8 

D-D 

P-D 

P-D 


588 
593 
757 
729 
984 

700 
2,762 
2,098 
1,473 
7,996 

452 
18,660 
16,916 

488 
2,372 


47 
7 
44 
61 
41 

16 
100 
53 
16 
71 

14 
214 
-94 
-28 

-61 


15.8 


19.2 
-16.3 
18.8 
14.5 
14.1 

196.7 
P-D 
D-D 
D-P 


783 


543 
1,412 
2,917 
2,078 
1,113 

1,040 
785 
752 

1,804 


14.5         1,113 


57.7 
32.2 

15.8 
-93.5 
D-D 
D-D 
D-D 

-93.5 

15.8 

11.8 


9,826 
4,315 
1,490 
508 
401 
565 
796 

796 

984 

1,449 


43 


55 
75 
168 
69 
85 

17 

-93 

-225 

23 

55 


742 

284 

97 

0 

-8 

-222 

-14 


NE:  Negative  equity.     NM:  Not  meaningful 


8.0 
1.2 
5.9 
8.3 
4.2 

2.3 
3.6 
2.5 

1.1 
0.9 

3.2 
1.2 
def 
def 
def 


NA 

NA 

491 

1 

0.1 

NA 

13.2 

1,067 

35 

3.3 

NM 

120.4 

742 

42 

5.7 

3.7 


10.2 
5.3 
5.8 
3.3 
7.6 

1.7 
def 
def 
1.3 

3.3 


7.6 
6.6 

6.5 
0.1 
def 
def 
def 


0 
47 

0.1 
3.3 

60 

4.3 
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Capital  goods 

The  combination  of  weak  prices  and  rising  raw 
materials  costs  failed  to  slash  the  capital  goods 
makers'  profitability  last  year.  But  this  year? 


By  Marcia  Berss 

"We're  nervous,"  says  Frederick  Stratton,  chairman  of 
Briggs  &  Stratton,  the  SI  .3  billion  (sales)  leader  in  small 
gas  engines  and  auto  locks.  "We  don't  know  if  this  is  the 
peak  of  the  cycle,  or  a  midpoint  in  the  intermediate  trend. 
We  think  it's  the  midpoint."  But  Stratton  acknowledges 
he  could  be  wrong  and  says  his  company,  like  many 
capital  goods  firms,  won't  be  adding  new  capacity  any- 
time soon. 

Why  the  caution?  The  machine  tool  industry  reported 


its  highest  bookings  since  1980  in  the  third  quarter  of 
1994,  and  backlogs  remain  high. 

The  problem  is  pricing.  Many  companies  operate  well 
below  full  capacity  and  can't  raise  prices.  "We  can't  get 
big  price  increases,"  reports  William  Jordan,  president  of 
Duriron  Co.,  which  sells  to  the  chemical  industry.  (With 
only  $314  million  in  sales,  Duriron  is  too  small  to  be 
listed  on  the  tables  below.)  Echoing  Jordan,  Parker 
Hannifin  Chief  Executive  Duane  Collins  says  his  sales 


Capital  goods 


Profitability 


Growth 


Net        Profit 
Sales     income    margin 


Company 


Medians 


Return  on  equity  Sales  Earnings  per  share 

Return  on 
capital 
5-year         latest  latest  Debt/         5-year         latest         5-year         latest  latest  latest  latest 

average       12  mos       12  mos       capital       average       12  mos       average       12  mos       12  mos       12  mos       12  mos 


Electrical  equipment 

Premier  Industrial 

26.5 

23.8 

22.6 

1.4 

4.0 

8.3 

7.2 

9.6 

760 

98 

12.8 

General  Electric 

21.5 

21.1 

12.7 

55.3 

3.2 

10.1 

9.4 

8.1 

64,618 

5,435 

8.4 

Honeywell 

21.4 

16.2 

13.8 

22.3 

NM 

-1.8 

-A.2* 

23.0 

5,939 

287 

4.8 

Emerson  Electric 

20.0 

20.2 

17.8 

7.1 

3.6 

5.3 

5.6 

11.7 

8,607 

789 

9.2 

Mark  IV  Industries 

17.2 

16.8 

9.6 

59.0 

11.9 

12.2 

NM 

18.8 

1,361 

58 

4.3 

Hubbell 

16.6 

12.7 

12.8 

0.5 

6.0 

15.4 

NM 

-25.1 

948 

72 

7.6 

Andrew 

14.6 

19.5 

17.6 

16.6 

10.9 

29.6 

24.4 

56.4 

558 

44 

8.0 

Thomas  &  Berts 

13.1 

13.2 

8.8 

36.2 

17.4 

7.1 

-3.7 

10.1 

1,136 

65 

5.7 

National  Service 

10.8 

11.8 

10.2 

3.2 

3.8 

4.3 

NM 

9.9 

1,882 

83 

4.4 

Valmont  Industries 

8.6 

6.3 

6.6 

22.0 

NM 

4.1 

-10.5 

-61.3 

452 

7 

1.6 

Genlyte  Group 

5.8 

8.8 

7.2 

62.8 

-3.9 

-1.4 

-27.6 

D-P 

426 

5 

1.3 

MagneTek 

3.5 

def 

def 

77.8 

5.8 

-22.6 

NM 

P-D 

1,128 

-41 

def 

Westinghouse 

def 

def 

def 

53.2 

-7.4 

-0.8 

NM 

D-D 

8,721 

-294 

def 

Imo  Industries 

def 

NE 

def 

103.3 

NM 

-32.3 

NM 

D-D 

500 

-240 

def 

Willcox  &  Gibbs 

NA 

9.0 

7.0 

47.9 

7.8 

85.9 

NM 

D-P 

929 

9 

1.0 

Medians 

13.9 

12.7 

9.6 

36.2 

3.8 

5.3 

-27.6 

9.9 

1,128 

58 

4.4 

Heavy  equipment 

Federal  Signal 

21.5 

22.2 

19.6 

8.7 

8.3 

15.4 

15.4 

17.3 

632 

44 

7.0 

Stewart  &  Stevenson 

18.6 

17.4 

14.9 

14.8 

14.0 

15.6 

16.5 

23.4 

1,050 

62 

5.9 

Caterpillar 

12.6 

37.5 

17.5 

58.2 

NM 

21.3 

NM 

54.1 

13,568 

824 

6.1 

Trinity  Industries 

11.1 

12.7 

11.0 

29.7 

9.9 

22.6 

NM 

13.4 

2,019 

74 

3.7 

Ingersoll-Rand 

10.8 

14.9 

11.6 
5.0 

16.5 
41.5 

4.9 

5.4 

8.3 

-0.9 

-4.5 

56.6 

4,356 
3,063 

201 
27 

4.6 

McDermott  Intl 

9.5 

3.7 

NM 

-82.7 

0.9 

Tenneco 

8.5 

25.8 

10.2 

48.6 

-0.7 

1.9 

NM 

D-P 

13,447 

570 

4.2 

Nacco  Industries 

7.4 

13.9 

7.9 

63.7 

16.6 

15.6 

-24.1 

134.6 

1,746 

33 

1.9 

Deere  &  Co 

5.5 

26.4 

14.2 

44.6 

2.5 

16.2 

-26.0 

500.0+ 

8,689 

544 

6.3 

Harnischfeger  Inds 

4.7 
1.5 

3.5 
46.8 

3.6 

29.5 

-6.8 

-7.7 

-16.5 
NM 

D-P 
500.0+ 

1,140 
917 

18 
140 

1.6 

Clark  Equipment 

29.5 

29.8 

-10.1 

8.4 

15.3 

Indresco 

0.8 

11.1 

10.9 

0.0 

-10.7 

"  -11.7 

-18.8 

D-P 

469 

31 

6.7 

Terex 

def 

NE 

0.2 

125.1 

11.5 

-12.7 

NM 

D-D 

724 

-16 

def 

AGCO 

NA 

42.9 

23.5 

61.9 

18.0 

107.5 

NA 

203.2 

1,058 

76 

7.2 

Case 

NA 

NA 

NA 

50.3 

-9.0* 

19.9 

NA 

NA 

4,143 

86 

2.1 

8.5 


16.2 


11.3 


41.5 


4.9 


D-D:  Deficit  to  deficit.     D-P:  Deficit  to  profit.     P-D:  Profit  to  deficit,     def:  Deficit.     NA 
*Four-year  average.     tThree-year  average.     For  further  explanation,  see  page  125. 
Sources:  Forbes;  Value  Line  Data  Base  Service  via  OneSource  Information  Services. 


15.4        -26.0  95.6         1,746  74  4.6 

Not  available.     NE:  Negative  equity.     NM:  Not  meaningful. 
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increase  last  year  was  due  more  to  new  orders  than  to 
price  increases. 

Weak  pricing  creates  anxiety  because  raw  materials 
costs  are  rising.  Tecumseh  Products  is  a  big  user  of 
commodities  like  aluminum;  prices  for  these  inputs  rose 
sharply  in  1994. 

Given  weak  prices  and  rising  raw  materials  costs, 
margins  held  up  remarkably  well  last  year.  Many  outfits 
can  absorb  suppliers'  price  hikes,  thanks  to  strong  pro- 
ductivity improvements  in  recent  years. 

Will  the  companies  be  able  to  repeat  1994's  perfor- 
mance in  1995?  There  are  reasons  for  optimism.  The 
weak  dollar  helps  international  companies  boost  overseas 


sales,  particularly  in  Asia. 

There  are  victories  on  the  labor  front,  too.  Caterpillar's 
strike  by  the  United  Auto  Workers  hasn't  cut  into 
earnings.  Briggs  &  Stratton  is  shifting  jobs  from  union- 
ized plants  in  the  North  and  will  open  three  nonunion 
plants  in  the  South,  where  productivity  is  higher. 

Likely  winners  in  1995  will  be  companies  supplying 
the  strong  auto  market  and  the  diversifying  aerospace 
business.  These  companies  include  Honeywell  and 
General  Electric.  But  watch  out  for  firms  that  sell  to 
weak  industries  like  oil  and  residential  construction — 
respectively,  McDermott  International  and  Giddings 
&  Lewis  are  good  examples.  ■■ 


Capital  goods 

Profitability 

Growth 

Sales 

Net 
income 

Profit 
margin 

Return  on  equity 

Sales 

Earnings  per  share 

Return  on 

capital 

5-year         latest 

latest 

Debt/ 

5-year 

latest 

5 -year 

latest 

latest 

latest 

latest 

average       12  mos 

12  mos 

capital 

average 

12  mos 

average 

12  mos 

12  mos 

12  mos 

12  mos 

Company 

%               % 

% 

% 

% 

% 

% 

% 

$mil 

$mil 

% 

Other  industrial 

equipment 

BWIP  Holding 

27.5*           def 

1.2 

35.4 

9.3 

2.7 

NM 

P-D 

432 

-1 

def 

Nordson 

25.0          22.1 

20.7 

7.8 

13.8 

7.7 

6.3 

15.2 

488 

45 

9.2 

Briggs  &  Stratton 

21.8          28.2 

23.0 

15.2 

7.1 

12.7 

32.1* 

36.8 

1,315 

107 

8.2 

EG&G 

20.0             1.3 

1.4 

0.3 

15.1 

-40.5 

5.6 

-92.4 

1,633 

7 

0.4 

Dover 

Illinois  Tool  Works 

18.2          21.7 
16.8          20.0 

17.3 
15.4 

20.5 

15.2 

4.1 
9.8 

22.7 
8.4 

2.5 
5.6 

25.9 

25.4 

2,927 

189 

6.5 

3,333 

252 

7.6 

Donaldson 

16.8          17.6 

17.1 

4.0 

8.2 

11.8 

15.3 

17.9 

615 

34 

5.5 

Keystone  Intl 

16.1           12.3 

11.0 

18.7 

9.5 

1.3 

NM 

-15.2 

522 

33 

6.4 

Crane 

15.2          16.6 

15.1 

53.1 

-1.2 

17.6 

-5.9 

-8.5 

1,534 

49 

3.2 

Danaher 

13.4          19.7 
13.3           12.0 

16.1 

23.6. 

8.0 
18.0 

16.3 

11.1 

NM 
5.6 

58.5 
35.7 

1,212 
541 

73 
42 

6.1 

Watts  Industries 

10.1 

20.5 

7.7 

Giddings  &  Lewis 

13.2*           8.0 

8.0 

0.0 

28.7 

-3.6 

25.1 

-22.7 

553 

35 

6.3 

York  International 

13.1*         18.9 

15.0 

39.8 

10.8 

18.1 

125.81 

17.3 

2,332 

86 

3.7 

Tyco  International 

12.6          13.0 

10.4 

27.4 

11.1 

6.6 

NM 

70.3 

3,300 

130 

3.9 

Ametek 

12.2            6.9 

4.7 

73.2 

7.7 

6.8 

NM 

-54.4 

791 

7 

0.9 

Goulds  Pumps 

11.9 

10.8 

9.9 

15.2 

3.8 

3.1 

-11.6t 

2.1 

573 

20 

3.5 

Pentair 

11.9 

12.7 

9.9 

48.4 

7.6 

18.3 

NM 

3.8 

1,548 

51 

3.3 

Cooper  Industries 

11.7 

def 

1.2 

32.9 

7.3 

-21.6 

4.1 

P-D 

4,947 

-3 

def 

Stanley  Works 

11.2 

11.5 

9.7 

23.1 

3.5 

5.7 

-4.3 

8.0 

2,425 

110 

4.5 

Commercial  Intertech 

8.7 

17.3 

13.0 

23.1 

1.9 

4.6 

NM 

78.1 

483 

25 

5.2 

Tecumseh  Products 

8.6 

16.4 

16.3 

1.3 

NM 

14.3 

NM 

66.1 

1,468 

113 

7.7 

General  Signal 

8.5 

15.4 

13.0 

29.9 

-3.5 

8.7 

NM 

297.7 

1,645 

82 

5.0 

Kennametal 

6.7 

14.0 

11.9 

21.1 

7.9 

35.2 

-20.2 

D-P 

846 

40 

4.7 

Parker  Hannifin 

6.5 

8.1 

7.8 

18.8 

NM 

7.7 

-13.4 

21.6 

2,681 

80 

3.0 

Bearings 

5.6 

9.2 

7.7 

33.8 

8.1 

13.1 

NM 

31.3 

961 

13 

1.4 

Applied  Power 

Blount 

Amphenol 

~mken 

G    -'t  American  Mgmt 

Trinova 
SK,     roup 
Linco  n  Electric 
Cincinnati  Milacion 
Eagle-Picber  Inds 
literlake 

Medians 

Industry  medians 

All-industry  medians 


5.2 
4.6 
0.3 
def 
def 

def 
def 
def 
def 
NE 
NE 

11.4 

10.8 

11.4 


18.3 
16.9 
19.0 

1.8 
def 

20.2 

def 
def 
def 
NE 
NE 

12.5 

13.0 

12.6 


11.0 

12.2 

9.8 

2.3 

def 

12.8 
1.5 
def 
def 
def 
5.9 

10.0 

10.2 

9.4 


35.4 
32.6 
47.1 
20.4 
65.6 

43.8 
48.7 
50.7 
51.4 
NE 
206.1 

25.5 

29.8 

32.8 


5.9 

-11.4 

5.8 

1.9 

-3.9 

-3.7 
5.0 
7.8 

NM 
-4.1 
-6.1 

6.5 

5.2 

5.5 


20.3 
-9.0 
16.6 
11.9 

NA 

4.0 
9.6 
1.9 
17.9 
13.9 
3.5 

8.7 

8.4 

6.3 


-16.0 
NM 
NM 
NM 
NM 

-29.4 
NM 
NM 
NM 
NM 
NM 

NM 

NM 

-18.8 


396.0 

205.4 

128.6 

0.0 

NA 

328.6 
D-D 
D-D 
P-D 
P-D 
D-D 

17.3 

17.6 

11.8 


434 
536 
659 
1,866 
955 

1,740 

3,971 

864 

1,149 

737 

716 

1,055 

1,138 

1,449 


17 
29 
37 
13 
-78 

52 
-23 
-24 
-23 
-1,133 
-21 

35 

43 

60 


3.8 

5.4 
5.6 
0.7 
def 

3.0 
def 
def 
def 
def 
def 

3.8 

4.3 

4.3 


D-D:  Deficit  to  deficit.     D-P:  Deficit  to  profit.     P-D:  Profit  to  deficit,     def:  Deficit.     NA:  Not  available.     NE:  Negative  equity.     NM:  Not  meaningful. 
*Four-year  average.     tThree-year  average.     For  further  explanation,  see  page  125. 
Sources:  Forbes;  Value  Line  Data  Base  Semce  via  OneSource  Information  Services. 
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The  three  faces 

ofNordson 

Nordson  Corp.  is  a  bea- 
con of  stability-  in  the  cycli- 
cal capital  goods  sector. 
Based  in  Wesdake,  Ohio, 
Nordson  makes  equip- 
ment that  applies  adhesives, 
coatings  and  sealants  to 
everything  from  diapers  to 
cars.  Nordson  maintains 
a  virtual  lock  on  the  busi- 
ness. The  company  has 
posted  a  five-year  average 
return  on  equity  of  25%, 
topping  much  bigger  stars 
like  Emerson  Electric. 
Nordson's  five-year  aver- 
age annual  sales  growth  is 
more  than  double  the  in- 
dustry average. 

Are  these  results 
skewed  by  huge  debt  lurk- 
ing in  Nordson's  balance 
sheet?  Hardly.  Nordson's 
debt/capital  ratio  is  just 
7.8%,  about  a  fourth  the  av- 


erage industry  leverage. 

Nordson  takes  over- 
seas markets  seriously.  It 
generates  some  60%  of  its 
sales  ($488  million  in  the 
latest  year)  outside  North 
America — a  big  percentage 
for  a  firm  of  its  size.  This 
insulates  Nordson  from 
U.S.  cycles  in  capital 
goods  spending.  As  Nord- 
son President  William 
Madar  puts  it:  "It's  rare 
when  all  economies  have 
slow  growth." 

Another  Nordson  se- 
cret: It  gets  40%  of  its  busi- 
ness from  retrofitting  or 
improving  its  existing 
equipment.  Thus  when 
customers — automakers, 
appliance  manufacturers, 
consumer  package  goods 
firms — aren't  adding  new 
capacity,  they're  upgrading 
the  Nordson  machines 
they  already  have.  Nord- 
son's goods  also  have  a 


short  payback  period  of  less 
than  a  year,  easier  to  swal- 
low in  a  bad  economy. 

Finally,  each  year 
Nordson  spends  some  5% 
of  sales  on  new  product 
development,  whether 
business  is  good  or  bad.  It 
recently  introduced  a  prod- 
uct that  automatically 
cleans  the  nozzle  of  the  de- 
vice it  sells  to  coat  the  in- 
sides  of  beverage  contain- 
ers— cutting  mainte- 
nance downtime. 

Madar  closely  tracks 
the  research  efforts  of  the 
big  chemical  companies, 
which  spend  $3  billion  a 
year  developing  new 
products.  A  decade  ago, 
skeptics  said  powdered 
coatings  would  take  only  a 
small  piece  of  the  market. 
Madar  didn't  buy  that  view. 
Powdered  coatings  now 
have  a  20%  share  and  Nord- 
son makes  much  of  the 


Nordson's  Bill  Madar 
"Billions"  for  research. 


equipment  to  apply  them. 
"We  only  do  about  a  half- 
billion  in  sales,"  laughs 
Madar,  "but  I  tell  people 
we  have  a  $3  billion  r&d 
budget."  -M.B. 
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Benham   Target   Maturities   Trust 


ith  yields  at  their  highest 
levels  in  years,  it  may  be  time 
to  consider  Benham  Target 
Maturities  Trust — a  fund  that 
combines  the  benefits  of  a 
direct  investment  in  zero- 
coupon  U.S.  Treasury  bonds 
with  the  convenience  of  a  true 
no-load  mutual  fund. 

Because  zero-coupon  yields  are 
"locked-in"  when  purchased  by 
the  Fund,  you  can  earn  a 
dependable  return.  Thaf  s  why 
the  Fund  is  a  sound  choice  for 
retirement  investing  and  other 
long-term  goals. 


U.S.  TREASURY 
ZERO-COUPON  YIELD  CURVE 


■  12/1/94 
Z)  12/1/93 


II 


YEARS      TO 


nmsD 


Call  1-800-331-8331 

Also  ask  about  Benham  no-fee  IRAs 


Dependable  long-term  growth. 

When  you  invest  in  any  of  our  six 
Target  portfolios,  we  can  calculate 
the  amount  you  should  receive  in 
the  target  maturity  year.  As  with  a 
direct  investment  in  zeros,  you 
should  expect  dramatic  share  price 
fluctuations,  so  that  shares  sold 
before  maturity  may  produce 
significant  gains  or  losses. 

Put  our  experience  to  work. 

Benham  Target  Maturities  Trust  is 
the  oldest  and  largest  mutual  fund 
investing  in  zero-coupon  U.S. 
Treasury  bonds.  Call  today  for  a 
free  investment  guide. 


® 


0  The  Benham  Group 

True  no-load  mutual  funds 

The  free  investment  guide  includes  a  prospectus  with  more  complete  information  on  management  fees  and  expenses.  Please  read  it  carefully  before  you 
invest.  Portfolio  share  prices  and  yields  are  not  guaranteed  and  will  vary.  Benham  Distributors,  Inc.  M5FBJ 


Chemicals 


The  chemical  industry  set  records  last  year, 
and  this  year  looks  even  better- 
but  not  for  all  companies. 


By  Neil  Weinberg 

In  1994  the  chemical  industry's  production,  sales  and 
exports  set  new  records.  Capacity  usage  as  of  October,  the 
latest  month  for  which  figures  are  available,  hit  84%,  the 
highest  level  in  several  years.  This  enabled  chemical  makers 
to  raise  prices  5.2%  on  average  and  make  the  hikes  stick. 
With  shipments  up  around  8.5%,  to  $340  billion,  the 
industry  was  able  to  cut  its  inventory-to-sales  ratio  to  1 .2  in 
September  from  1 .4  a  year  earlier. 

Overall,  the  57  chemical  companies  below  show  a 
median  net  profit  margin  of  5.5%  over  the  last  12  months; 
one  year  earlier  this  figure  was  3.7%.  Equity  returns  in  this 
capital-intensive  industry  also  rose  smartly.  Median  12- 
month  return  on  equity  was  15.5%,  against  10.5%  in  1993. 

How  long  will  the  good  times  last?  For  most  companies, 
at  least  through  this  year.  Industry  executives  expect  sales 
to  rise  8%  and  profits  15%,  according  to  a  recent  survey  by 
the  Chemical  Manufacturers  Association. 

Commodity  chemical  makers  such  as  Monsanto  and  Du 


Pont  are  finally  sharing  in  the  wealth  as  strong  demand  has 
absorbed  nagging  overcapacity.  Prices  for  mainstay  com- 
modity products — including  ethanol,  ethylene  glycol  and 
methanol — nearly  doubled  between  last  spring  and  fall. 

Specialty  chemical  companies  are  also  prospering.  Out- 
fits like  Loctite  Corp.  are  benefiting  from  strong  auto- 
sector  demand,  while  Dexter  Corp.  and  its  competitors, 
which  make  chemicals  for  the  electronics  industry,  are 
filling  surging  orders  from  computer  equipment  makers. 

The  big  challenge  for  the  specialty  firms  will  be  manag- 
ing raw  materials  price  hikes,  especially  for  building- block 
commodities  like  ethanol  and  ethylene  glycol.. 

Companies  that  fail  to  pass  along  higher  costs  will  see 
their  margins  narrow.  H.B.  Fuller,  for  instance,  is  feeling 
the  squeeze.  By  contrast,  industrial  gas  manufacturers  Air 
Products  &  Chemicals  and  Praxair  are  leveraging  strong 
demand  from  steel  and  glass  makers  to  boost  prices  by 
more  than  their  costs  are  rising. 


Chemicals 


Company 


Diversified 

FMC 

A  Schulman 

Monsanto 

PPG  Industries 

Rohm  &  Haas 

Dow  Chemical 

El  du  Pont  de  Nemours 

Hercules 

Rhone-Poulenc 

Union  Carbide 

Univar 

First  Mississippi 

Olin 

Imperial  Chemical  Inds 

Medians 

Specialized 

Lyondell  Petrochem 

Vigoro 

Crompton  &  Knowles 

Nalco  Chemical 

Great  Lakes  Chemical 


Profitability 


Return  on  equity 


Growth 


Net        Profit 
Sales     income    margin 


Earnings  per  share 


Return  on 
capital 
5-year         latest         latest         Debt/         5-year         latest         5-year         latest         latest         latest  latest 

average       12  mos       12  mos       capital       average       12  mos       average       12  mos       12  mos       12  mos       12  mos 
%  %  %  %  "' 


35.9 
16.2 
12.7 
11.7 
10.9 

9.7 
8.0 
7.8 
5.7 
5.6* 

4.4 
1.3 
def 
NA 

8.0 


45.6 
37.7 
28.6 
26.5 
24.6 


20.4 
15.2 
20.0 
15.8 

15.1 

8.1 
21.0 
17.7 

3.9 
18.0 

def 

18.7 

def 

def 

15.5 


NE 
26.5 
21.4 
19.7 
22.3 


12.7 

14.7 
15.3 
13.2 
10.9 

7.5 
13.2 
14.2 

6.3 
12.4 

def 

13.2 

def 

2.4 

12.6 


22.1 
15.2 
20.1 
14.1 
22.3 


65.9 
6.2 
27.2 
13.8 
29.5 

32.9 
32.0 
19.0 
35.9 
36.0 

38.6 
31.2 
34.6 
28.4 

31.6 


80.2 
28.2 
12.1 
8.0 
15.1 


3.4 
2.7 
-1.7 
NM 
4.9 

1.6 
1.4 

-1.0 
4.2 

-3.8 

7.5 

NM 

NM 

-3.7t 

0.2 


-4.0 
3.4 

13.9 
7.2 

25.5 


2.8 

9.3 
2.3 
4.5 
5.2 

4.1 

4.5 

0.9 

-1.4 

-2.7 

0.5 
25.2 

8.5 
0.6 

3.5 


-15.7 
30.1 

3.7 
-1.3 

9.3 


-17.3 

6.4 

-4.4 

-10.7 

-10.3 

-32.1 
-24.2 
37.91 
-24.4 
-29.5 

-29.8 

NM 
NM 
NM 

-24.3 


NM 

NM 

23.8 

8.3 

21.1 


-54.8 
14.4 
11.6 
35.1 

182.1 

50.3 
500.0+ 

33.9 
-38.4 

97.7 

P-D 
D-P 
P-D 
D-D 


3,918 
749 
8,064 
6,050 
3,434 

19,026 
33,970 

2,782 
15,131 

4,628 

1,841 

552 

2,579 

13,248 


46 

45 

626 

418 

243 

668 

2,318 
241 
346 

276 

-17 

32 

-58 

-19 


1.2 

6.0 
7.8 
6.9 
7.1 

3.5 
6.8 
8.7 
2.3 
6.0 

def 
5.8 
def 
def 


24.1 

4,273 

242 

5.9 

500.0+ 

3,584 

134 

3.7 

18.6 

756 

50 

6.6 

3.1 

574 

52 

9.0 

-25.2 

1,381 

115 

8.3 

6.5 

1,930 

277 

14.4 

D-D:  Deficit  to  deficit.     D-P:  Deficit  to  profit.     P-D:  Profit  to  deficit,     def:  Deficit.     NA:  Not  available. 
*Four-year  average.     tThree-year  average.        For  further  explanation,  see  page  125. 
Sources:  Forbes;  Value  Line  Data  Base  Service  via  OneSource  Information  Services. 


NE:  Negative  equity.     NM:  Not  meaningful. 


134 


Forbes  ■  January  2,  1995 


Compound 
growth 

Making  paints  and  coat- 
ings for  packaging  and  in- 
dustrial products  isn't 
very  glamorous,  but  Min- 
neapolis-based Valspar 
Corp.  has  something  bet- 
ter than  glamour:  20 
consecutive  years  of  earn- 
ings increases.  In  fiscal 
1994  (ended  Oct.  28)  Val- 
spar's  pro  forma  earnings 
rose  another  23%,  to  S44 
million  ($2  a  share),  on 
an  11%  sales  gain,  to  S724 
million. 

Valspar  has  accom- 
plished this  largely  by  ac- 
quiring companies  in 
similar  businesses,  thereby 
building  scale  economies. 

Over  the  past  decade 
Valspar  has  closed  at  least 
one  laggard  plant  each 
year  and  has  kept  corporate 
overhead  below  2%  of 
revenues — less  than  half  the 
industry  average.  Val- 
spar's  return  on  capital  for 
fiscal  1994  was  22%,  1 1 
points  above  the  industry 
median  for  specialty 
chemical  companies. 

Last  year  Valspar  want- 
ed to  buy  CargilPs  resin 
products  division,  to  gain 
access  to  some  new  tech- 
nology. But  the  Federal 
Trade  Commission  object- 
ed, fussing  that  the  deal 
would  mean  too  much 
business  concentration  in 
the  Midwest. 

Solution?  Valspar 
bought  the  unit  for  $76 
million  in  cash,  then  last 
April  it  spun  off  most  of  the 
combined  resin  business- 
es to  shareholders  as  a 
separate  company, 
McWhorter  Technologies 
(1994  sales,  $281  mil- 
lion). Valspar  got  what  it 
wanted:  technology  from 
Cargill  for  its  own  coatings 
business.  Valspar  has  also 


formed  a  purchasing  coop- 
erative to  cut  materials 
costs  for  itself  and 
McWhorter.  "We  think 
this  is  a  good  use  of  cash 
flow,"  says  Valspar 
Chairman  C.  Angus  Wur- 
tele,  60,  of  its  purchase  of 
CargilPs  resin  business. 

Valspar  has  made  a 
strategic  mistake:  It  has  re- 
lied too  much  on  the 
North  American  market 
and  neglected  its  export 
potential — only  3%  of  reve- 
nues came  from  exports. 
But  that  should  soon 


change.  Newly  hired 
President  Richard  Rom- 
pala,  48,  arrives  from  rival 
PPG  Industries,  where  he 
headed  PPG's  internation- 
ally active  coatings  and  res- 
ins division.  He  plans  to 
follow  Valspar's  U.S.  cus- 
tomers into  Europe  and 
Asia  via  acquisitions,  joint 
ventures  or  other  alli- 
ances with  local  partners. 
Now  that  it's  nearly  a 
SI  billion  company,  Val- 
spar can  de-emphasize 
acquisitions  somewhat. 
Says  Rompala:  "In  the 


Robert  Pajor, 
Richard  Rompala 
and  C.  Angus  Wurtele 
of  Valspar 
Building  on  20 
straight  years 
of  record  earnings. 


past  Valspar  grew  15%,  with 
10%  from  acquisitions 
and  5%  internally.  That  pat- 
tern will  reverse  over  the 
next  five  years."  Few  com- 
panies in  mature  markets 
would  complain  about  15% 
growth — wherever  it 
comes  from.  -N.W. 
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Environmental  regulations  will  hurt  some  companies 
this  year  and  beyond  while  helping  others.  Rohm  &  Haas, 
for  example,  took  a  $17  million  writeoff  in  1994  for 
environmental  remediation.  At  the  same  time,  new  envi- 
ronmental laws  should  keep  demand  for  powder  coatings 
growing  at  double-digit  rates  throughout  the  decade. 
Powder  coatings  are  an  efficient,  less  hazardous  alternative 
to  liquid  solvents;  among  the  major  producers  are  Valspar 
Corp.  (see  p.  135)  and  Ferro  Corp.  Winners  will  also 
include  companies  strong  in  research  and  development 
like  Cytec  Industries  and  Avery  Dennison. 


Even  if  the  U.S.  economy  slows  in  1995,  many  chemical 
makers  should  enjoy  strong  exports  as  Europe  comes  out 
of  recession  and  demand  from  Latin  America  expands. 
Overall,  exports  should  rise  10%,  to  around  $55  billion  in 
1995  on  the  heels  of  1994's  11%  gain.  Loctite,  which 
makes  adhesives,  and  Lawter  International,  a  specialist  in 
ink  resins,  are  among  the  firms  deriving  a  large  share  of 
operating  income  from  Europe.  Last  month's  congres- 
sional approval  of  the  General  Agreement  on  Tariffs  & 
Trade  will  add  around  $2.5  billion  a  year  to  U.S.  chemical 
exports  ten  years  hence,  the  cma  predicts.  Hi 


Chemicals 

Profitabil 

ity 

Growth 

Sales 

Net 
income 

Profit 
margin 

Return  on  equity 

Sales 

Earnings  per  share 

Return  on 

capital 

5-year 

latest         latest 

Debt/ 

5-year 

latest 

5 -year 

latest 

latest 

latest 

latest 

average 

12  mos       12  mos 

capital 

average 

12  mos 

average 

12  mos 

12  mos 

12  mos 

12  mos 

Company 

% 

%              % 

% 

% 

% 

% 

% 

$mil 

$mil 

% 

Valspar 

22.9 

22.8           22.0 

20.2 

7.9 

13.4 

15.1 

12.4 

7871 

45' 

5.8 

Sigma-Aldrich 

22.0 

18.6            18.3 

2.4 

14.3 

15.5 

13.5 

6.3 

823 

110 

13.4 

Betz  Laboratories 

21.3 

16.8           15.5 

0.0 

9.5 

1.8 

8.2 

-13.7 

701 

65 

9.2 

Loctite 

21.1 

21.2           21.1 

0.7 

7.2 

10.8 

7.5 

5.4 

673 

76 

11.3 

Intl  Flavors  &  Frags 
RPM 

19.7 

24.7           24.2 

1.6 

7.6 

7.3 
28.6 

9.0 

19.2 

1,270 

218 
56 

17.2 
6.5 

17.8 

18.5            12.8 

57.1 

15.3 

9.5 

15.7 

860 

Sherwin-Williams 

17.3 

17.9            17.1 

2.3 

8.8 

6.1 

9.5 

14.8 

3,064 

182 

6.0 

Sterling  Chemicals 

16.2 

26.8             8.3 

68.3 

NM 

35.1 

-34.7 

D-P 

701 

19 

2.7 

Lubrizol 

16.0 

23.9           22.1 

6.2 

6.6 

4.5 

NM 

163.0 

1,577 

174 

11.1 

NCH 

Morton  International 

14.6 

10.9            10.7 

2.2 
12.0 

3.3 

2.2 

NM 

-7.1 

689 
2,976 

31 
246 

4.6 
8.3 

14.2 

18.5            16.5 

14.1 

24.4 

11.4 

80.1 

Airgas 

13.1 

15.5             8.2 

48.7 

16.3 

32.6 

NM 

57.0 

601 

26 

4.3 

Wellman 

13.1 

8.4             6.0 

29.7  i 

21.5 

7.2 

-3.1 

-21.7 

895 

44 

4.9 

Stepan 

13.0 

9.1             6.5 

38.0 

6.3 

-1.8 

NM 

-6.4 

433 

10 

2.3 

Cabot 

12.8 

15.6             9.9 

24.9 

NM 

4.1 

NM 

117.8 

1,680 

79 
234 

4.7 
6.7 

Air  Prods  &  Chems 

12.3 

11.2             7.9 

26.6 

5.6 

4.7 

NM 

17.0 

3,485 

HB  Fuller 

11.9 

9.5             9.1 

30.6 

7.4 

8.1 

9.2 

-19.0 

1,049 

24 

2.3 

Ferro 

11.0 

12.6           11.2 

15.9 

0.7 

7.9 

NM 

-13.4 

1,146 

51 

4.4 

Scotts 

10.5* 

16.6           14.7 

55.2 

12.1 

30.1 

94.5t 

18.7 

606 

24 

3.9 

Grow  Group 
Dexter 

10.3 
9.1 

10.4             9.5 

0.6 

-1.4 

13.8 

NM 

-5.4 

424 

14 

3.3 
3.9 

11.8             9.4 

36.4 

2.1 

6.1 

NM 

7.0 

945 

37 

Georgia  Gulf 

7.9 

NE           34.3 

97.7 

-7.6 

8.8 

-36.0 

82.5 

842 

75 

8.9 

Witco 

7.7 

7.0             5.4 

26.1 

5.2 

3.9 

-12.6 

5.9 

2,183 

54 

2.5 

Akzo  Nobel 

6.5 

4.4             4.3 

18.4 

-1.0 

-2.0 

-18.9 

-31.2 

9,498 

199 

2.1 

BF  Goodrich 

5.8 

13.4            10.4 

31.7 
44.2 

-3.6 
7.6 

7.6 
16.7 

NM 

209.3 

2,093 

119 
12 

5.7 
0.7 

MA  Hanna 

5.7 

3.7             4.5 

-33.0 

-65.6 

1,732 

WR  Grace 

4.1 

18.1            11.3 

48.8 

-5.0 

0.6 

-35.5 

D-P 

4,812 

265 

5.5 

NL  Industries 

2.8 

NE              1.2 

114.0 

-4.3 

3.2 

NM 

D-D 

848 

-50 

def 

IMC  Global 

def 

7.8             8.2 

30.0 

NM 

69.3 

NM 

D-P 

1,596 

41 

2.6 

Terra  Industries 
Albemarle 

def 

14.9            11.5 

13.3 

-4.5 

30.1 

NM 

62.5 

1,507 
•    1,029 

37 
47 

2.4 
4.5 

NA 

11.1              6.5 

29.3 

2.9 

16.8 

NA 

NA 

Cytec  Industries 

NA 

31.2            18.7 

0.0 

-2.9 

4.8 

NA 

D-P 

1,060 

45 

4.2 

Eastman  Chemical 

NA 

25.3            10.0 

48.5 

6.4 

6.6 

NA 

NA 

4,140 

270 

6.5 

Ethyl 

NA 

22.6            13.4 

44.7 

NA 

NA 

NA 

NA 

1,007 

78 

7.7 

Geon 

Intl  Specialty  Prods 

NA 

14.9            10.9 

21.8 
6.6 

-6.4 
6.2 

17.6 

NA 

D-P 

1,106 
577 

35 
36 

3.2 
6.2 

NA 

6.7             5.1 

3.4 

NM 

0.0 

Praxair 

NA 

28.8            13.8 

44.8 

6.3 

5.7 

NA 

103.0 

2,602 

188 

7.2 

Rexene 
Medians 

NA 

NE             6.5 

86.9 
26.6 

-10.4 
5.9 

15.0 
7.5 

NA 
-35.1 

NA 
14.8 

489 
1,049 

1 
52 

0.1 
4.9 

13.1 

15.5           11.2 

Industry  medians 
All-industry  medians 

12.1 
11.4 

15.5           11.3 

29.3 

3.4 
5.5 

6.1 
6.3 

-29.6 
-18.8 

14.8 
11.8 

1,381 
1,449 

54 

5.5 

12.6             9.4 

32.8 

60 

4.3 

D-D:  Deficit  to  deficit.     D-P:  De 

ficit  to  profit 

P-D:  Profit  to  deficit. 

def:  Def 

cit.     NA:  Not 

available. 

NE:  Negative  equity. 

NM:  Notr 

neaningful. 

*Four-year  average.     tThree-ye 

?i  average. 

Does  not  reflect  spinoff  of  McWhc 

rter  Technolog 

ies.     For 

further  explc 

nation,  set 

:  page  125. 

Sources:  Forbes;  Value  Line  Data  Bas 

e  Sen/ice  via  OneSource  Information  Services. 
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We're  in  a  better  position, 
so  you're  in  a  better  position. 
Introducing  The  Regent  Jakarta, 
the  hotel  with  the  best  business 
address  in  the  city. 


Travellers  everywhere  in  the  world,  from  Hong  Kong 
to  Beverly  Hills,  recognise  Four  Seasons  ♦  Regent 
Hotels  and  Resorts  as  purveyors  of  service  that  is 
legendary. 

From  March  1995,  The  Regent  Jakarta  invites 
you  to  discover  why. 

Strategically  located  at  the  crossroads  of  the  Jalan 
Rasuna  Said  and  Jalan  Sudirman,  The  Regent 
Jakarta,  is  at  the  heart  of  Jakarta's  Golden  Triangle. 

Considered  from  any  angle,  The  Regent  is 
incomparably  convenient,  with  the  business  district 
a  mere  stone's  throw  away. 


But  we  go  further  than  that.  The  spontaneous 
warmth  of  our  staff  and  a  genuine  concern  for  guests 
that  is  a  Regent  hallmark,  amply  manifest  themselves 
at  every  opportunity. 

Stay  with  us  and  you  will  agree  that  The  Regent 
Jakarta  effortlessly  blends  an  urbane,  accommodating 
style  with  an  uncompromising,  passionate  commitment 
to  quality. 

We  look  forward  to  serving  you  with  a  brand  of 
hospitality  that  is,  ar  once,  uniquely  Regent  and 
singularly  Indonesian. 

The  Regent  Jakarta  opens  in  March   1995. 


AUCKLAND.   BANGKOK.    BEVERLY   HILLS.    CHIANG   MAI.    FIJI.    HONG   KONG.  JAKARTA. 

KUALA    LUMPUR.    LONDON.    MELBOURNE.    SINGAPORE.    SYDNEY.    TAIPEI. 

CONTACT  YOUR  TRAVEL  COUNSELLOR  OR  ANY  REGENT  INTERNATIONAL  WORLDWIDE  RESERVATIONS  CENTRE. 

THE  REGENT  JAKARTA,  JL.  H.R   RASUNA  SAID,  JAKARTA  12920,  INDONESIA.  TEL:  (62  21)  252  3456  FAX:  (62  21)  252  4480. 

FOUR  SEASONS  '  REGENT.  DEFINING  THE  ART  OF  SERVICE  AT  40  HOTELS  IN  19  COUNTRIES. 


S 
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Computers  &  communications 


One  thing  is  clear: 

Computers  and  communications 

really  are  merging. 


By  Gary  Samuels 

After  being  prematurely  declared  dead,  the  mainframe 
made  a  comeback  last  year,  fueling  stock,  gains  for  IBM  and 
Amdahl.  The  big  winner  in  PCs,  though,  was  Compaq 
Computer,  which  only  two  years  earlier  had  gone  through 
a  wrenching  crisis.  In  1994  Compaq  became  the  world's 
largest  producer,  displacing  Apple  and  IBM. 

In  a  challenge  to  Intel's  monopoly,  Apple's  PowerPC- 
based  Macintosh  sold  briskly,  but  IBM  fumbled  and  de- 
layed the  launch  of  its  desktop  PowerPC  systems.  In 
December  Intel  was  hurt  by  news  of  a  math-processing 
flaw  in  its  Pentium  microprocessor.  IBM  said  it  would  stop 
shipping  Pentium  PCs  until  a  fix  could  be  found. 

Multimedia  was  the  hot  topic,  and  over  10  million  CD- 
ROM  drives  were  sold  in  the  U.S.  last  year.  But  soon 
multimedia  will  be  widely  available  on-line.  Computer  and 
telephone  networks  are  starting  to  look  the  same. 


As  a  dramatic  acceleration  in  communications  looms  on 
the  horizon,  regulators  are  on  the  verge  of  pushing  long 
distance  companies,  local  phone  monopolies  and  cable 
monopolies  into  each  other's  markets. 

AT&T  is  looking  strong  at  the  moment — raising  long 
distance  prices  and  snatching  back  market  share  lost  to  mci 
in  a  marketing  battle  based  largely  on  bad-mouthing. 

But  the  local  Bells  are  at  risk.  They  face  cut-price 
poaching  by  everyone  from  urban  bypass  firms  that  siphon 
big  business  customers  to  unholy  alliances  of  cable  TV 
operators  and  long  distance  providers.  Bells — like  Ameri- 
tech,  Bell  Atlantic  and  U  S  West — that  have  cut  costs  and 
written  off  obsolete  copper  assets  are  better  prepared. 

The  Internet  came  of  age,  and  on-line  services  such  as 
CompuServe  rushed  to  make  access  easier.  Modem  mak- 
ers such  as  Motorola  and  U.S.  Robotics  will  benefit.     H 


A  gnat 
on  steroids 

Bernard  Ebbers  was  run- 
ning a  chain  of  motels  in 
rural  Mississippi  in  1983 
when  friends  approached 
him  about  investing  in  a 
telecommunications  com- 
pany. "I  didn't  know 
what  telecommunications 
was,"  says  Ebbers,  53.  "I 
just  knew  the  business  plan 
showed  good  cash  flow." 
The  cash  flow  failed  to  ma- 
terialize, but  Ebbers  was 
hooked:  Long  Distance 
Discount  Service  was 
broke,  and  the  board  asked 
Ebbers  to  take  charge. 

Today  Bernie  Ebbers  is 
still  president,  and  ldds 
Communications,  still  in 
Jackson,  Miss.,  is  the 
fourth- biggest  long  dis- 
tance company  in  the  U.S., 
behind  AT&T,  MCI  and 
Sprint.  Once  it  completes 
its  $2.5  billion  cash  pur- 
chase of  Wiltel  Network 
Services,  LDDS  will  own 


one  of  just  four  national 
fiber-optic  networks. 

LDDS  purchases  long 
distance  phone  lines  whole- 
sale and  resells  at  retail. 
Ebbers  focused  on  small 
companies.  Such  custom- 
ers rarely  get  more  atten- 
tion from  the  big  outfits 
than  occasional  telemarket- 
ing cold  calls.  Ebbers  or- 
ders his  salespeople  to  call 
on  prospects  in  the  flesh. 
"Would  you  rather  have 
someone  call  on  you  in 
person  and  explain  what 
they  are  selling  or  receive 


Bernie  Ebbers 
of  LDDS 
"I  didn't 
know  what 
telecommunica- 
tions was." 


a  phone  call  during  the 
day?"  he  asks. 

That's  where  Ebbers' 
talent  comes  in.  Born  in 
Edmonton,  Alberta,  Eb- 
bers taught  junior  high  sci- 
ence courses  and  began 
coaching  sports  teams. 
"Sales  and  marketing  is 
by  and  large  teaching  and 
coaching,"  says  Ebbers. 

Ebbers  requires  his 
sales  staff  to  hit  15%  a  year 
internal  growth,  a  goal  he 
has  met  consistently. 

He  has  also  been  on  an 
acquisition  binge.  In  1993 


he  bought  John  Kluge's 
Metromedia  Co.'s  long  dis- 
tance resale  business. 

To  expand  outside  the 
U.S.,  Ebbers  bought  a  Los 
Angeles-based  company 
called  idb  Communica- 
tions with  reciprocal 
deals  with  phone  compa- 
nies in  65  countries.  Nev- 
er one  to  neglect  even  a  re- 
mote prospect,  Ebbers 
met  with  Fidel  Castro  to 
get  direct  U.S.-to-Cuba 
phone  service  via  satellite, 
which  he  started  in  late 
1994.  The  Cuba  business  is 
small  now,  but  once  the 
Wiltel  and  idb  deals  go 
through,  ldds  will  have 
increased  its  share  of  the 
$80  billion  long  distance 
market  from  3%  to  5%.  The 
acquisition  of  Wiltel  will 
also  help  lower  line  costs. 

Isn't  he  awed  at  the 
prospect  of  competing  with 
AT&T?  "We  only  have  5% 
of  the  market,  so  we're  kind 
of  like  a  gnat  on  an  ele- 
phant's back,"  Ebbers  says. 
A  gnat  on  steroids.     -G.S. 
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The  First  is  Always 
Hard  to  Believe 


v_ 


,yhe  brokerage  industry  is  changing  —  and  OLDE  leads  the  way. 

OLDE  is  the  first  and  only  major  brokerage  firm  to  offer 

investors  advice  with  commissionless  trading. 


COMMISSIONLESS    TRADING 


SmartTrade® 

The  Smart  Trade  account  allows  qualified 
investors  to  transact  1,000  shares  or  more 
of  a  common  stock,  valued  at  $5  or  more 
per  share,  commission-free.  A  minimum 
account  equity  of  $500,000  in  any 
combination  of  cash  or  securities  is 
required.  All  common  stocks  listed  on 
NYSE,  AMEX  or  NASDAQ  qualify. 


SmartTrading 

The  Smart  Trading  program  allows  inves- 
tors to  purchase  1,000  shares  or  more  of  a 
stock  OLDE  recommends  commission- 
free  without  markups  of  any  kind.  And 
everyone  qualifies.  For  convenience,  pur- 
chased stocks  must  be  held  in  your  account. 
Research  reports  on  over  200  recom- 
mended stocks  are  available  at  no  cost  from 
an  OLDE  registered  representative. 


Additional  Benefits 


No  annual  fee  IRAs  and  brokerage 
accounts 


•  Account  transfer  service 

•  Over  1,000  trained,  professional 
registered  representatives  •  Account  protection  up  to  $25  million 

•  Timely  stock  research 

For  more  information  about  SmartTrade  or  SmartTrading, 
call  one  of  over  200  OLDE  offices  nationwide  or  1-800-USA-OLDE. 


Capitalize  on  Innovation 


Please  reference  Code  432 


^OLDE 

America's  Full  Service  Discount  Broker 

Member  s'isi  &  sii'( 


Established  1971 


H'Jiill'JHire'lTJiiliiNill^ll'hH 


Computers  & 
communications  Profitability 

Return  on  equity 


Growth 


Net        Profit 
Sales     income    margin 


Earnings  per  share 


Company 


Major  systems 

Compaq  Computer 
Dell  Computer 
Apple  Computer 
Hewlett-Packard 
Stratus  Computer 


Return  on 
capital 
5-year         latest         latest         Debt/         5-year         latest         5-year         latest         latest         latest  latest 

average       12  mos       12  mos       capital       average       12  mos      average       12  mos       12  mos       12  mos       12  mos 
%  %  %  %  %  %  %  %  $mil  $mil  % 


18.7 
17.5 
16.7 
15.1 
14.1 


27.7 
22.3 
15.0 
18.2 
6.7 


27.5 
19.9 
11.9 
17.6 
6.9 


7.8 
16.0 
9.5 
5.7 
1.6 


22.9 
64.8 
12.0 
15.8 
13.6 


53.1 
15.8 
15.2 
23.0 
14.6 


NM 

NM 

-15.6 

12.7 

NM 


81,9 

D-P 

257.5 

32.0 
-43.7 


9,816 

3,186 

9,189 

24,991 

574 


775 

107 

310 

1,599 

30 


Medians  5.6  9.9  8.5  10.6  6.1  13.1 

Peripherals  &  equipment 

Cisco  Systems  63.4  50.7  52.9  0.0  101.9  79.9 

Cabletron  Systems  46.6  32.9  32.5  0.0  60.6  38.0 

Intl  Game  Technology  41.3  35.3  31.9  17.6  34.8  41.1 

EMC  29.0  47.3  33.0  31.9  42.7  85.8 

Future  Now  27.7*  def  def  68.1  96.4  35.1 

Intel  27.0  29.1  28.3  3.1  24.5  29.5 

Cirrus  Logic  26.4  18.2  17.8  5.8  66.9  65.2 

Micron  Technology  25.7  60.0  54.7  10.2  30.7  96.6 

Solectron  23.3  20.6  15.6  29.8  61.3  74.2 

Tech  Data  19.7  16.3  16.3  3.7  43.4  57.9 

Quantum  19.4  35.5  25.7  31.1  57.5  34.6 

Pioneer-Standard  Elec  18.4  20.9  18.6  28.9  12.8  37.6 

Advanced  Micro  18.3  22.4  20.8  4.6  8.9  22.5 

Seagate  Technology  16.8  17.1  12.9  26.2  16.9  19.0 

Anthem  Electronics  16.5  7.9  8.0  0.0  19.4  10.1 

AMP  15.7  16.5  15.3  8.2  5.4  11.1 

Applied  Materials  14.6  29.5  26.4  11.4  21.4  57.8 

Motorola  14.4  20.6  18.2  13.1  14.1  32.5 

Marshall  Industries  13.9  15.4  13.2  9.1  8.0  20.7 

Vishay  Intertech  13.7  13.1  9.4  40.7  24.5  13.3 

Arrow  Electronics  13.6  18.8  14.5  31.2  20.0  56.9 

Varian  Associates  12.6  18.2  16.2  11.7  2.2  18.4 

Molex  12.4  12.3  12.2  0.8  11.5  14.0 

Merisel  12.1  11.2  7.5  44.1  47.3  61.0 

Wyle  Laboratories  10.1  def  0.0  13.3  8.1  22.9 

Texas  Instruments  9.5  26.3  22.1  22.1  5.7  21.8 

Natl  Semiconductor  8.5  27.7  26.4  1.0  6.5  9.1 

Avnet  8.0  10.1  9.6  21.5  11.5  40.3 

Analog  Devices  5.4  14.9  13.0  13.7  8.5  17.8 

Bell  Industries  2.9  10.9  9.6  27.4  NM  24.2 

D-D:  Deficit  to  deficit.     D-P:  Deficit  to  profit.     P-D:  Profit  to  deficit,     def:  Deficit.     NA:  Not  available. 

*Four-year  average.     tThree-year  average.  For  further  explanation,  see  page  125. 
Sources:  Forbes;  Value  Line  Data  Base  Service  via  OneSource  Information  Services. 


NM 

106.3 
53.3 
63.8 

120.0t 
34.4* 

32.8 
19.6 
NM 
39.7 
32.2 

45.7 
18.4 
NM 
22.5 
10.8 

NM 
NM 

11.8 
9.7 

10.4 

105.8t 

15.5T 

9.2 

NM 

9.8 

NM 
NM 
6.4 
NM 
NM 


36.6 


70.3 

36.6 

11.5 

108.9 

P-D 

17.6 

352.1 

268.3 

65.0 

30.1 

500.0+ 
34.2 
16.4 
17.1 

-35.0 

14.9 
126.3 
51.6 
35.2 
18.3 

11.8 
76.2 
28.8 
-1.2 
P-D 

50.1 
69.2 
53.8 
74.7 
D-P 


7.9 
3.4 
3.4 
6.4 
5.3 


Sun  Microsystems 

13.1 

13.5 

12.7 

4.7 

21.0 

13.4 

16.8 

41.3 

5,003 

218 

4.4 

AST  Research 

12.7 

1.4 

1.9 

35.5 

38.8 

43.2 

NM 

D-P 

2,348 

5 

0.2 

Silicon  Graphics 

9.7 

18.5 

18.1 

19.2 

40.7 

38.4 

32.5 

49.6 

1,607 

157 

9.8 

Cray  Research 

9.1 

9.0 

8.5 

10.6 

2.8 

20.4 

-10.5 

500.0+ 

987 

71 

7.2 

Harris 

9.0 

10.8 

8.8 

35.3 

6.1 

7.4 

31.2 

9.3 

3,374 

126 

3.7 

SCI  Systems 

6.4 

7.8 

5.7 

47.7 

12.6 

15.9 

NM 

-28.2 

2,050 

23 

1.1 

Teradyne 

5.6 

14.1 

14.3 

2.0 

3.7 

18.2 

NM 

107.5 

635 

61 

9.7 

NEC 

0.8 

1.0 

2.8 

55.0 

2.4 

1.8 

-36.3 

D-P 

36,380 

83 

0.2 

Intergraph 

def 

def 

def 

3.3 

7.2 

-7.0 

NM 

D-D 

1,013 

-122 

def 

Raychem 

def 

def 

def 

24.2 

6.5 

7.5 

NM 

P-D 

1,497 

-53 

def 

Tandem  Computers 

def 

21.9 

20.3 

8.5 

4.6 

3.8 

NM 

D-P 

2,108 

170 

8.1 

Itel 

def 

54.2 

11.9 

31.1 

NM 

-3.3 

NM 

D-P 

1,751 

216 

12.4 

Unisys 

def 

8.1 

8.5 

41.0 

-5.4 

-6.6 

NM 

-31.6 

7,378 

278 

3.8 

Amdahl 

def 

def 

def 

10.3 

NM 

-20.2 

NM 

D-D 

1,583 

-7 

def 

IBM 

def 

11.4 

7.9 

36.7 

NM 

1.1 

NM 

D-P 

63,552 

2,172 

3.4 

Data  General 

def 

def 

def 

34.0 

-3.5 

4.0 

NM 

D-D 

1,121 

-88 

def 

Control  Data  Systems 

def 

def 

def 

0.0 

-15.0 

13.1 

NM 

P-D 

528 

0 

def 

Digital  Equipment 

def 

def 

def 

23.5 

1.7 

-3.7 

NM 

D-D 

13,558 

-2,197 

def 

Gateway  2000 

NA 

29.7 

28.8 

7.7 

118.0 

57.4 

NM 

-10.9 

2,423 

88 

3.6 

Wang  Laboratories 

NA 

NA 

NA 

0.6 

-21.0 

-23.1 

NA 

NA 

837 

7 

0.8 

NE:  Negative  equity. 


2,108 

83 

3.4 

1,387 

350 

25.2 

699 

139 

19.9 

674 

140 

20.8 

1,195 

220 

18.4 

817 
10,682 

-41 

def 

2,510 

23.5 

707 

62 

8.8 

1,629 

401 

24.6 

1,457 

56 

3.8 

1,948 

36 

1.8 

2,609 

151 

5.8 

687 

22 

3.2 

2,003 

306 

15.3 

3,659 

212 

5.8 

692 

17 

2.4 

3,803 

340 

8.9 

1,519 

185 

12.2 

20,785 

1,385 

6.7 

1     846 

34 

4.1 

918 

50 

5.5 

3,589 

95 

2.6 

1,552 

79 

5.1 

1,000 

101 

10.1 

4,544 

26 

0.6 

726 

-1 

def 
6.4 

9,907 

636 

2,290 

266 

11.6 

3,623 

107 

3.0 

749 

67 

8.9 

472 

10 

2.2 

NM:  Notr 

meaningful. 

140 
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Computers  & 

Net 

Profit 

communications 

Profitability 

Growth 

Sales 

income 

margin 

Return  on  equity 

Sales 

Earnings  per  share 

Return  on 

capital 

5-year 

latest 

latest 

Debt/ 

5-year 

latest 

5-year 

latest 

latest 

latest 

latest 

average 

12  mos 

12  mos 

capital 

average 

12  mos 

average 

12  mos 

12  mos 

12  mos 

12  mos 

Company 

% 

% 

% 

% 

% 

% 

% 

% 

$mil 

$mil 

% 

Tektronix 

2.5 

14.8 

13.5 

17.4 

-1.9 

4.1 

NM 

D-P 

1,341 

67 

5.0 

Storage  Technology 

1.6 

0.9 

3.1 

25.6 

12.2 

6.4 

NM 

D-P 

1,509 

20 

1.3 

Dynatech 

1.0 

def 

def 

18.2 

3.8 

-6.8 

NM 

P-D 

468 

-28 

def 

3Com 

0.3 

def 

def 

0.3 

15.3 

42.0 

NM 

P-D 

914 

-26 

def 

M/A-Com 

def 

3.0 

4.2 

33.3 

-4.3 

0.5 

NM 

D-P 

342 

3 

1.0 

VLSI  Tech 

def 

13.3 

11.3 

28.3 

17.6 

14.8 

NM 

D-P 

571 

30 

5.2 

Western  Digital 

def 

52.1 

34.1 

14.6 

7.6 

38.7 

NM 

D-P 

1,719 

113 

6.6 

LSI  Logic 

def 

28.2 

15.5 

29.7 

10.9 

20.9 

NM 

78.5 

835 

88 

10.5 

Conner  Peripherals 

def 

35.6 

10.9 

61.8 

50.4 

6.8 

NM 

D-P 

2,348 

74 

3.2 

Maxtor 

def 

def 

def 

66.0 

30.6 

-26.6 

NM 

D-D 

971 

-193 

def 

General  Instrument 

NA 

50.0 

19.1 

62.8 

NM 

48.5 

NA 

205.7 

1,904 

201 

10.6 

Medians 

Software 

Microsoft 

Oracle  Systems 

Computer  Associates 

Novell 

Lotus  Development 

Legent 

Cadence  Design 
Policy  Management  Sys 
Mentor  Graphics 
Borland  Intl 
Computervision 

Medians 

Telecommunications 

MCI  Communications 

Alltel 

AT&T 

LDDS  Communications 

Ameritech 

Citizens  Utilities 

Bell  Atlantic 

Southwestern  Bell 

GTE 

Rochester  Telephone 

BellSouth 
Corning 
Pacific  Telesis 
Comsat 
US  West 

Scientific-Atlanta 

DSC  Communications 

So  New  Eng  Telecom 

Nynex 

Tele  &  Data  Systems 

AirTouch  Commun 
Cincinnati  Bell 
Northern  Telecom 
Sprint 


13.7 


39.7 
30.7 
27.5 
24.3 
16.2 

16.1 
9.8 
5.5 
def 
def 
NA 

16.2 


23.5 

18.7 

17.8 

16.7t 

16.7 

16.0 
15.2 
13.7 
13.1 
13.0 

10.3 
9.6 
9.4* 
8.6 
8.6 

7.6 
7.0 
6.6 
5.9 

4.4 

3.2t 

2.9 

2.5 

NA 


18.2 


29.8 
45.6 
25.2 
20.4 
def 

13.6 
6.6 
6.1 
def 
def 
NE 

6.6 


15.7 
19.0 
32.4 
8.9 
13.7 

13.6 
16.1 
20.1 
12.4 
15.8 

9.5 

6.3 

8.5 

10.5 

20.8 

10.5 

21.2 

def 

def 

3.5 

3.2 

def 

7.2 

21.9 


15.3 


31.8 
40.9 
20.4 
22.8 

def 

14.0 
7.0 
5.0 
def 
def 
def 

7.0 


10.5 

10.7 

16.2 

8.1 

9.3 

9.2 
9.4 

11.8 
7.5 

10.8 

7.0 
6.5 
6.1 
7.4 
11.1 

10.6 

19.9 

0.0 

def 

3.8 

3.8 

def 

6.2 

12.0 


17.6 


0.0 
8.8 
3.3 
0.0 
7.2 

0.0 

1.2 

0.9 

19.6 

5.7 

NE 

1.2 


33.4 
46.6 
33.6 
22.0 
27.9 

35.3 
38.2 
31.8 
43.7 
34.2 

31.8 
31.6 
47.2 
31.9 
42.5 

0.3 

1.5 

39.0 

35.1 

23.4 

1.8 
49.5 
29.8 
45.5 


15.3 


43.5 
25.3 
13.4 
31.4 
16.5 

35.3 
42.4 
17.7 
NM 
1.8 
-4.5 

17.7 


16.2 
17.5 

1.8 
27.4 

3.2 

16.3 
3.4 
4.7 
4.0 

13.5 

3.0 
13.8 

0.4* 
12.0 

2.3 

7.9 

13.3 

0.4 

0.7 

24.3 

15.4* 
8.1 
9.6 
8.3 


24.2 


25.4 
35.5 
16.5 
69.6 
3.8 

13.5 

7.9 

1.0 

-2.2 

-30.8 

-27.8 

7.9 


13.1 
28.1 

9.4 
72.7 

6.4 

33.1 

4.4 

7.6 

-0.3 

11.9 

5.8 
21.9 
-0.5 
23.4 

4.9 

19.7 
34.6 
4.5 
-0.1 
23.3 

8.2 
3.8 

4.3 
11.6 


7.8 


42.1 
NM 

34.7 
NM 
NM 

NM 
NM 
NM 
NM 
NM 
NM 

NM 


10.2 
5.7 
NM 

19.3 
3.5 

6.3 
1.8 
6.2 
-9.0 
2.9 

-7.8 

NM 
-29.8* 

NM 
-17.9 

-8.4 

16.6 
NM 
NM 

14.4 

NA 

NM 

NM 

-7.9 


4,913 

1,223 

24.9 

2,160 

308 

14.2 

2,308 

328 

14.2 

1,821 

255 

14.0 

985 

-6 

def 

502 

51 

10.2 

413 

15 

3.6 

476 

28 

5.9 

332 

-17 

def 

313 

-17 

def 

641 

-4 

def 

641 

28 

5.9 

51.6         1,387 


23.1 
81.7 

9.7 
D-P 
P-D 

-16.3 
94.1 
D-P 
D-D 
D-D 
D-D 

9.7 


5.7 

14.7 

-3.0 

464.7 

-22.2 

9.5 

-3.8 

14.3 

-34.5 

33.5 

-18.1 
-39.3 
-50.5 
-1.4 
176.9 

58.3 

78.9 

P-D 

P-D 

6.2 

340.0 
P-D 
D-P 

118.4 


79 


13,065 
2,844 

72,443 
1,668 

12,275 

817 
13,500 
11,309 
19,759 

979 

16,575 

4,580 

9,176 

111 

10,780 

874 

909 

1,707 

13,309 

686 

1,062 

1,161 

8,583 

12,398 


751 
297 

4,354 
156 

1,140 

137 
1,425 
1,610 
1,292 

109 

1,348 

125 

469 

81 

1,281 

40 

138 

-44 

-648 

48 

110 
-52 
221 
867 


5.5 


5.8 
10.4 
6.0 
9.4 
9.3 

16.8 
10.6 
14.2 
6.5 
11.2 

8.1 

2.7 

5.1 

10.5 

11.9 

4.6 
15.2 

def 
def 
7.1 

10.3 
def 
2.6 
7.0 


Medians 

9.6 

11.5 

8.6 

33.5 

8.2 

8.8 

-7.9 

5.9 

6,582 

189 

7.6 

Industry  medians 
All-industry  medians 

10.2 
11.4 

13.7 
12.6 

10.7 
9.4 

19.6 
32.8 

12.0 

15.2 

NM 

31.1 

1,629 

101 

5.5 

5.5 

6.3 

-18.8 

11.8 

1,449 

60 

4.3 

D-D:  Deficit  to  deficit.     D-P.  Deficit  to  profit. 
*Four-year  average.     tThree-year  average. 


Sources.-  Forbes;  Value  Line  Data  Base  Service  via  OneSource  Information  Services. 


P-D:  Profit  to  deficit,     def:  Deficit.     NA:  Not  available.     NE:  Negative  equity.     NM:  Not  meaningful 
For  further  explanation,  see  page  125. 
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Construction 

While  rising  interest  rates  are  pinching  housing, 
factory-building  and  power-plant  construction 
respond  to  different  forces. 


By  Christopher  Palmeri 


Like  a  runner  in  a  relay  race,  the  construction  industry 
hopes  to  smoothly  pass  the  baton  from  the  already  slowing 
housing  sector  to  nonresidential  building  in  1995.  If 
things  work  out  this  way,  Robert  Murray,  chief  economist 
with  McGraw-Hill's  F.W.  Dodge  construction  informa- 
tion unit,  expects  overall  spending  on  construction  to 
continue  its  three-year-long  recovery,  climbing  3%  this 
year,  to  $294  billion.  Spending  on  hotels,  highways, 
factories  and  prisons  will  pick  up  the  slack  as  single-family 
housing  slows. 

Housing,  interest-sensitive  as  always,  began  to  cool  in 
late  fall,  as  mortgage  rate  increases  began  to  influence 
demand.  Housing  starts  were  still  expected  to  finish  the 
year  up  11%,  to  1.43  million  homes,  according  to  the 
National  Association  of  Homebuilders.  This  year  will 
almost  certainly  show  a  slide.  How  severe  a  slide?  That 
depends  on  Alan  Greenspan,  but  even  he  doesn't  know  for 
sure  where  interest  rates  are  heading. 

Not  everyone  has  given  up  on  housing,  however. 
Donaldson,  Lufkin  &  Jenrette  housing  analyst  Barbara 
Allen  reasons  that  despite  the  rise  in  interest  rates  the  more 
affluent  part  of  the  population  will  still  trade  up  to  larger 
houses  or  build  extensions  on  current  ones,  so  long  as  the 


economy  remains  strong.  "One  of  the  major  myths  that 
Wall  Street  holds  about  empty  nesters  is  that  they  move 
down  in  house  size  and  price  points,"  Allen  says.  "House 
size  corresponds  with  income,  not  with  the  number  of 
people  living  in  the  house."  Allen  thinks  spending  on 
repair  and  remodeling  may  soon  surpass  spending  on  new 
home  construction.  She  sees  buying  opportunities  in 
diversified  home  builders  like  Centex,  Pulte  and  Lennar, 
whose  shares  have  all  been  hammered  lately.  She  also  has 
high  hopes  for  building  materials  companies  like  Owens- 
Corning,  usg  Corp.  and  Mueller,  a  maker  of  copper  and 
brass  fittings. 

But  interest  rate  rises  seem  to  pose  less  of  a  threat  to 
nonresidential  construction  than  to  residential.  Reason: 
As  long  as  corporate  profits  remain  strong,  businesses  will 
build  factories.  Nonresidential  construction  is  less  inter- 
est-rate sensitive  than  housing  but  more  corporate-profits 
related.  "There's  been  a  big  pickup  in  pricing  for  chemi- 
cals and  paper  but  little  in  the  way  of  new  capacity," 
observes  Carey  Callaghan,  an  engineering  and  construc- 
tion analyst  at  Lehman  Brothers.  "Typically,  three  years 
into  a  recovery  you  would  see  a  pickup  in  industrial 
construction,  and  we  haven't  seen  it  yet." 


Company 


Commercial  builders 

Jacobs  Engineering 

Fluor 

Butler  Manufacturing 

Foster  Wheeler 

Morrison  Knudsen 

Apogee  Enterprises 

Granite  Construction 

CBI  Industries 

Forest  City  Enterprises 

Turner 

Perini 

Guy  F  Atkinson 

Medians 


Profitability 


Return  on  equity 


Growth 


Net        Profit 
Sales     income    margin 


Earnings  per  share 


Return  on 
capital 
5-year         latest  latest  Debt/         5-year         latest         5-year         latest  latest  latest  latest 

average       12  mos       12  mos       capital       average       12  mos       average       12  mos       12  mos       12  mos       12  mos 
%  %  %  %  %  %  %  %  $mil  $mil  % 


18.2 
14.8 
13.1 
10.5 
8.9 

7.1 
7.0 
4.3 
2.8 
def 
def 
def 

7.0 


10.7 
17.9 
36.9 
16.2 

def 

6.0 
11.3 
def 
def 
def 
def 
def 

2.3 


10.8 
16.8 
25.5 
10.7 
def 

5.9 
9.6 
0.4 
3.4 
def 
1.1 
def 

4.7 


0.0 
"4.6 
35.0 
46.6 

4.8 

29.5 
9.9 
38.9 
90.5 
49.5 
30.2 
14.4 

29.9 


8.2 

6.4 

-3.4 

21.3 

6.2 

6.5 

4.2 

3.9 

11.7 

-5.0 

5.3 

-13.1 

5.8 


2.0 

10.7 

15.2 

-11.8 

1.0 

17.5 

27.8 

7.9 

2.7 

-3.8 

-20.1 

0.4 

2.3 


D-D:  Deficit  to  deficit.     D-P:  Deficit  to  profit.     P-D:  Profit  to  deficit,     def:  Deficit.     NA:  Not  available. 
*Four-year  average.     tThree-year  average.         For  further  explanation,  see  page  125. 

Sources:  Forbes;  Value  Line  Data  Base  Service  via  OneSource  Information  Services. 
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13.1 

NM 

-15.6 

13.7 
-14.7* 

-26.9 
-29.9 
NM 
NM 
NM 
NM 
NM 


-34.8 

221.1 

223.5 

22.1    , 

P-D 

21.4 
500.0+ 
P-D 
P-D 
P-D 
D-D 
P-D 


NM  -34.8 

NE:  Negative  equity. 


1,166 
8,293 
639 
2,308 
2,641 


19 

188 

23 

65 

-24 


1,054  4 

NM:  Not  meaningful 


1.6 
2.3 
3.6 
2.8 
def 


729 

7 

0.9 

687 

19 

2.8 

1,799 

-26 

def 

503 

-2 

def 

2,643 

-6 

def 

942 

0 

def 

482 

-12 

def 

0.5 
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For  whom 
the  road  tolls 

"A  few  years  ago,  when  I 
asked  construction  compa- 
ny executives  if  they 
would  be  interested  in  tak- 
ing long-term  equity  po- 
sitions in  toll  roads,  they'd 
roll  around  on  the  floor 
laughing,"  says  Carl  Wil- 
liams, who  runs  the  Cali- 
fornia Department  of  Trans- 
portation's private  toll 
road  division. 

David  Watts  didn't 
laugh.  Watts,  55,  is  chief 
executive  of  Granite 
Construction  Inc.,  one  of 
the  nation's  largest  hea\y 
construction  contractors. 
Based  in  Watson ville, 
Calif,  Granite  has  emerged 
as  the  leading  publicly 
owned  firm  in  the  growing 
market  for  private  toll 
road  construction. 

Teaming  up  with  com- 
panies like  Bechtel,  Peter 
Kiewit  Sons',  the  Perot 
Group  and  Greiner  Engi- 
neering, Granite  has  won 
pieces  of  three  toll  road 
projects  in  California  and 
Washington  State.  Total 
estimated  cost:  SI. 6  bil- 
lion. Later  this  year  Watts 
expects  to  finish  State 
Route  91,  which  connects 
Riverside  Count}'  to  Ana- 
heim, Calif.  Granite  is  put- 
ting up  about  S8  million 
of  the  project's  S125  mil- 
lion price  tag.  The  com- 
pany will  then  be  entitled  to 
up  to  one -fourth  of  the 
highway's  profits  for  35 
years  (after  which  all  prof- 
its revert  to  the  state).  Re- 
turns for  the  project's  in- 
vestors are  capped  at  1 7%  of 
total  capital. 

Tolls  on  the  10-mile 
stretch  will  be  set  by  the 
investors  and  could  hit 
$2.50  per  car  at  peak  times, 
but  the  road  is  expected 
to  save  drivers  as  much  as 


45  minutes.  "'The  people 
who  use  the  highway  will 
pay  for  it,"  says  Watts. 

Granite's  12  highly  au- 
tonomous regional  offices 
will  bid  on  anything  from 
paving  a  driveway  to  build- 
ing a  S50  million  airport 
runway.  The  company's 
strength,  however,  lies  in 
building  highways  and  put- 
ting in  improvements  for 
new  home  construction. 

Both  of  these  prime 
construction  markets  arc- 
under  pressure,  particu- 
larly in  California,  where 
more  than  half  of  Gran- 
ite's sales  originate.  Higher 
interest  rates  and  an  over- 
taxed economy  have  stalled 
California's  housing  re- 
covery; and  legislators  are 
diverting  funds  from  new 


highway  construction  to 
the  retrofitting  of  bridges 
to  make  them  more  earth- 
quake-resistant. 

Private  highway  con- 
struction, an  idea  whose 
time  has  finally  arrived  on 
the  back  of  government's 
dwindling  ability  to  in- 
crease taxes,  is  providing  a 
nice  new  line  of  business 
for  Granite.  Watts  expects 
private  toll  roads  to  gen- 
erate about  10%  of  Gran- 
ite's 1995  revenues,  up 
from  nothing  two  years 
ago.  He  adds  that  Gran- 
ite's private  highway  invest- 
ments are  more  profitable 
than  traditional  contract 
road  building. 

Smith  Barney  analyst 
Tobias  Levkovich  thinks 
Granite  will  earn  about 


Granite  Construction's 
David  Watts 
"The  people  who 
use  the  highway 
will  pay  for  it." 


$19  million,  or  SI  .60  a 
share,  on  revenues  of 
S71 5  million  this  year.  That 
very  thin  net  margin  is  ac- 
tually pretty  good  for  the 
construction  industry 
and  would  give  Granite  a 
strong  11.8%  return  on 
its  stockholders'  equity. 
That  estimate  is  below 
peak  earnings  of  SI.  70  a 
share  in  1990,  just  before 
California's  economy  went 
into  the  tank,  but  it's  a 
huge  recovery  from  1993's 
30  cents  per  share. 

A  contractor  worth 
watching.  -C.P. 


Forbes  ■  January  2,  1995 


143 


■mminumni 


That  would  be  good  news  for  engineering  giants  Fluor 
and  Foster  Wheeler.  Both  should  benefit  from  an  uptick  in 
domestic  chemical  and  paper  construction,  with  even 
better  prospects  overseas.  Smith  Barney  recently  reported 
that  worldwide  demand  for  new  power- generating  capaci- 
ty could  top  $1  trillion  over  the  next  decade.  Half  of  that 
new  demand  is  coming  from  Asian  countries.  There's 


more  to  that  than  wishful  thinking.  Foster  Wheeler  has 
$1 .2  billion  worth  of  bids  outstanding  for  boiler  orders  in 
China  alone. 

That's  also  good  news  for  cement  and  aggregates  firms 
like  Hanson,  Vulcan  Materials,  Lafarge  and  Southdown, 
which  are  pushing  through  price  increases  for  the  first  time 
in  years,  thanks  to  increased  worldwide  demand.  ■■ 


Construction 


Profitability 

Return  on  equity 


5-year         latest 


Growth 


Return  on 
capital 
latest 


Earnings  per  share 


5-year         latest         5-year 


Net        Profit 
Sales     income    margin 


latest         latest 


Company 


Residential  builders 

Clayton  Homes 
Pulte 

Oakwood  Homes 
Kaufman  &  Broad  Home 
Centex 

Lennar 

Del  Webb 

Skyline 

Hovnanian  Enterprises 

Ryland  Group 

MDC  Holdings 
Beazer  Homes  USA 
US  Home 


average       12  mos       12  mos       capital       average       12  mos       average       12  mos       12  mos       12  mos       12  mos 


Medians 

10.5 

11.7 

8.3 

43.4 

7.7 

26.4 

NM 

52.1 

766 

31 

3.4 

Cement  &  gypsum 

Vulcan  Materials 

13.2 

12.3 

10.4 

11.6' 

0.8 

5.7 

-8.9 

0.0 

1,186 

87 

7.3 

Hanson 

12.7 

8.3 

5.5 

47.6 

6.1 

12.0 

-9.7 

-31.9 

11,422 

963 

8.4 

Florida  Rock  Inds 

4.9 

8.1 

6.3 

8.8 

-8.8 

12.0 

-32.7 

145.2 

320 

14 

4.5 

CalMat 

4.3 

4.1 

3.5 

19.1 

-13.6 

7.9 

-31.8 

D-P 

365 

15 

4.0 

Lafarge 

def 

6.3 

6.2 

35.3 

1.9 

5.4 

NM 

D-P 

1,557 

51 

3.3 

Southdown 

def 

3.1 

5.8 

30.8 

-2.9 

9.7 

NM 

D-P 

582 

16 

2.7 

USG 

NA 

NA 

NA 

85.3 

-4.3 

17.7 

NA 

NA 

2,185 

NA 

NA 

Medians 

4.6 

7.2 

6.0 

30.8 

-2.9 

9.7 

-32.3 

D-P 

1,186 

34 

4.2 

Other  materials 

Carlisle  Cos 

Masco 

Manville 

TJ  International 

Ply  Gem  Industries 

Mueller  Industries 
Noland 

Hughes  Supply 
Ameron 
Morgan  Products 

Eljer  Industries 
Nortek 

Robertson-Ceco 
Owens-Corning 


9.6 

15.1 

13.1 

22.1 

NM 

16.4 

7.8 

24.1 

674 

34 

5.1 

9.0 

12.9 

9.4 

39.3 

7.9 

14.4 

NM 

24.3 

4,330 

265 

6.1 

6.5 

4.0 

5.4 

56.5 

1.2 

7.0 

-26.8 

-60.8 

2,432 

49 

2.0 

5.9 

6.2 

10.8 

18.2 

9.1 

21.3 

-14.1 

34.9 

615 

15 

2.5 

5.5 

def 

0.0 

42.6 

11.5 

13.5 

-11.5 

P-D 

785 

-6 

def 

4.4t 

10.4 

10.3 

26.1 

NM 

3.1 

NA 

28.2 

517 

24 

4.7 

2.9 

5.8 

5.1 

24.5 

-3.0 

6.9 

-8.1 

120.5 

430 

6 

1.4 

2.9 

8.6 

6.5 

42.0 

3.6 

23.2 

-10.8 

50.0 

767 

9 

1.2 

def 

def 

def 

43.2 

3.7 

-10.1 

NM 

P-D 

414 

-25 

def 

def 

def 

def 

48.4 

-2.9 

-4.0 

NM 

D-D 

368 

-10 

def 

def* 

NE 

21.4 

132.8 

-2.4 

4.5 

NM 

500.0+ 

407 

8 

2.1 

def 

12.2 

9.9 

63.5 

-9.6 

-4.0 

NM 

D-P 

728 

13 

1.8 

def 

NE 

def 

187.8 

NM 

-3.4 

NM 

D-P 

379 

-22 

def 

NE 

NE 

409.6 

311.6 

NM 

10.1 

-15.1 

-25.1 

3,219 

64 

2.0 

Medians 

2.9 

4.9 

7.9 

42.9 

-2.7 

7.0 

-26.8 

26.2 

645 

11 

1.9 

Industry  medians 

5.9 

8.4 

6.2 

39.1 

3.7 

10.4 

-31.8 

24.1 

748 

1,449 

18 
60 

2.5 

All-industry  medians 

11.4 

12.6 

9.4 

32.8 

5.5 

6.3 

-18.8 

11.8 

4.3 

D-D:  Deficit  to  deficit.     D-P:  Deficit  to  profit.     P-D:  Profit  to  deficit,     def:  Deficit.     NA:  Not  available. 
'Four-year  average.     tThree  year  average.        For  further  explanation,  see  page  125. 
Sources:  Forbes;  Value  Line  Data  Base  Service  via  OneSource  Information  Services. 


144 


NE:  Negative  equity.     NM:  Not  meaningful. 


19.4 

17.6 

15.3 

13.1 

21.1 

31.5 

23.0 

22.2 

661 

73 

11.0 

15.4 

26.0 

19.8 

19.1 

6.6 

7.0 

15.5 

88.5 

1,699 

146 

8.6 

14.1 

13.6 

9.7 

43.4 

38.5 

79.7 

37.2 

22.2 

579 

34 

5.9 

12.1 

11.7 

6.1 

60.0 

NM 

4.4 

-17.9 

9.8 

1,305 

46 

3.5 

11.3 

17.1 

13.9 

23.4 

9.9 

20.6 

8.9 

61.6 

3,391 

116 

3.4 

10.5 

15.3 

9.4 

33.8 

6.0 

52.5 

8.7 

59.2 

841 

72 

8.6 

8.3 

10.3 

4.1 

63.3 

20.5 

41.7 

NM 

500.0+ 

585 

20 

3.5 

6.5 

9.6 

9.6 

0.0 

8.9 

17.0 

NM 

52.1 

599 

16 

2.7 

6.2 

6.1 

2.7 

57.0 

7.7 

31.1 

NM 

-25.8 

638 

11 

1.7 

5.2 

8.6 

6.1 

56.0 

2.2 

13.0 

NM 

D-P 

1,627 

28 

1.7 

def 

8.9 

7.3 

60.2 

-7.2 

26.4 

NM 

145.7 

766 

18 

2.3 

NA 

NA 

NA 

43.3 

38.4 

95.1 

NA 

21.4 

537 

16 

3.0 

NA 

11.7 

5.6 

52.5 

NM 

21.2 

NM 

14.2 

944 

31 

3.3 
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Consumer  durables 

Signs  are  that  1995  will  be 

another  hot  auto  year. 

Unless  Mr.  Greenspan  spoils  the  party. 


By  Jerry  Flint 


Want  to  buy  a  Jeep  or  a  Mustang  this  year?  You  might  have 
to  wait.  Thanks  to  climbing  sales  and  a  decade's  worth  of 
shuttered  auto  factories,  overcapacity  is  a  thing  of  the  past. 
Hot  vehicles  are  scarce — along  with  buyer  incentives. 
Profits  are  humming. 

Over  the  12  months  ended  Sept.  30,  Ford  earned  $4.5 
billion,  Chrysler  earned  S3. 3  billion  and  even  General 
Motors  posted  profits  of  $5.3  billion. 

A  strong  yen  (recently  100.55  to  the  dollar,  versus 
108.55  a  year  ago)  pushed  up  prices  of  Japanese  vehicles, 


providing  a  price  umbrella  for  Detroit's  own  increases. 
Although  Japanese  cars  sold  well  in  the  U.S.  last  year, 
Japan's  U.S.  factories  probably  made  little,  if  any,  money. 
This  year  looks  like  more  of  the  same.  Chrysler's  Jeep 
plant  in  Detroit  just  went  on  three  shifts,  and  more  hot 
Dodge  Ram  pickups  are  coming.  Ford  is  putting  its 
bestselling  Explorer  in  a  second  plant.  GM,  which  bumbled 
through  its  changeovers,  is  hitting  full  production  on  its 
improved  cars  and  utility  vehicles  like  the  Chevrolet 
Monte  Carlo  and  Blazer. 


Cool  products, 
hot  results 

"Our  shtick  is  technol- 
ogy," says  Richard  Savage, 
56,  the  president  of  Mo- 
dine  Manufacturing  Co. 
"Technology  is  part  of 
the  secret  of  why  we  are 
successful." 

Modine,  of  Racine, 
Wis.,  is  in  the  heat  transfer 
business — making  radia- 
tors, air-conditioning  con- 
densers, and  oil  coolers 
for  autos,  trucks  and  off- 
road  equipment.  It  also 
produces  heating,  ventilat- 
ing and  air-conditioning 
equipment  for  buildings. 
About  a  third  of  the  busi- 
ness is  in  replacement  parts. 

Over  the  past  five  years 
Modine  has  earned  an  aver- 
age 16%  on  equity  and 
booked  10%  annual  growth 
in  sales  and  profits — one 
of  the  best  performance 
records  in  its  industry. 

With  the  auto  industry 
bumping  up  against  full  ca- 
pacity, fiscal  1994,  to  end 
this  March,  will  be  more 
impressive.  Sales  will  ap- 
proach S900  million  from 
$670  million  in  the  past 
year,  and  net  income  is  ex- 
pected to  move  past  $2  a 
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share  from  $1 .41  a  share  in 
the  previous  fiscal  year.  At 
a  recent  28V2  a  share,  Mo- 
dine's  stock  is  close  to  its 
all  time  high.  Beams  Sav- 
age: "We  went  from  be- 
ing a  stodgy  old  business  to 
being  an  exciting  way  of 
earning  a  living.  This  indus- 
try has  been  born  again." 

Savage  ticks  off  some 
technological  break- 
throughs that  have  led  to 
Modine's  spectacular 
growth.  Among  the 
products  that  originated  at 
Modine  are  its  Beta-Weld 
radiator  for  big  trucks, 
which  cuts  down  leaks 
and  increases  durability;  a 
donut-shaped  oil  cooler, 
which  is  simpler  to  install 
onto  an  engine;  and  the 
PF  (for  parallel  flow)  air- 
conditioning  condenser, 
which  gives  more  cooling 
power  in  less  space.  This 
new  condenser  is  particu- 
larly useful  with  the  less 
potent  refrigerant  being 
used  to  meet  new  envi- 
ronmental rules. 

Modine  spends  $10 
million  a  year  on  research 
and  development.  Half  of 
this  money  goes  to  manu- 
facturing processes,  in- 
cluding metalworking 


studies,  which  have  be- 
come increasingly  impor- 
tant as  its  raw  materials — 
particularly  aluminum  and 
copper — go  up  in  price. 
"We  do  not  start  out  trying 
to  invent  something.  We 
start  out  by  trying  to  im- 
prove," Savage  says. 

Modine  has  also 
learned  to  put  its  eggs  in 
more  than  one  basket. 
These  days  no  single  cus- 
tomer has  more  than  7% 
of  Modine's  business.  This 
is  a  big  change  from  the 


Modine's  Richard  Savage 
From  stodgy  to  exciting. 


late  1970s,  when  Ford  took 
its  light  truck  radiators  in- 
house  and  Modine  lost 
one- third  of  its  volume. 
Modine  made  19  ac- 
quisitions over  the  last  ten 
years,  with  more  to  come, 
particularly  in  Europe  and 
possibly  Latin  America. 
"We  think  of  ourselves  as  a 
very  focused  company, 
trying  to  expand  intelli- 
gently," he  says.  -J.F. 
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Consumer 
durables 


Profitability 


Growth 


Net        Profit 
Sales     income    margin 


Return  on  equity 


Earnings  per  share 


Company 


Return  on 
capital 
5-year         latest         latest  Debt/         5-year         latest         5-year         latest         latest         latest  latest 

average       12  mos       12  mos       capital       average       12  mos      average       12  mos       12  mos       12  mos       12  mos 
%  %  %  %  %  %  %  %  $mil  $mil  % 


11.2 

53.3 

26.5 

44.2 

3.4 

19.3 

NM 

58.2 

49,916 

3,322 

6.7 

9.8 

163.5 

20.8 

77.0 

1.9 

9.5 

NM 

D-P 

149,666 

5,263 

3.5 

9.7 

20.0 

12.7 

44.5 

NM 

26.2 

-13.4 

58.6 

4,258 

193 

4.5 

5.1 

33.1 

9.8 

70.7 

2.4 

15.6 

NM 

500.0+ 

122,637 

4,458 

3.6 

4.9 

2.6 

2.2 

25.6 

3.2 
2.1 

-8.3 
-6.5 

-21.3 

-28.4 

95,150 

1,279 

1.3 

4.4 

2.3 

2.3 

38.8 

-23.6 

-37.9 

39,255 

241 

0.6 

def 

def 

def 

60.0 

3.7 

-6.4 

NM 

D-D 

58,952 

-883 

def 

def 

def 

NA 

26.2 

NM 

80.5 

NM 

D-P 

20,368 

NA 

NA 

def 

30.3 

6.7 

54.5 

NM 

12.0 

NM 

D-P 

5,076 

81 

1.6 

NA 

def 

def 

27.5 

6.8 

14.1 

NM 

D-D 

67,749 

-451 

def 

4.9 


11.3 


6.7 


44.4 


2.3 


13.1 


NM 


58.4         54,434 


241 


Automobiles  &  trucks 

Chrysler 
General  Motors 
Paccar 
Ford  Motor 
Toyota  Motort 

Honda  Motor 
Nissan  Motort 
Volvo 

Navistar  Intl 
Daimler-Benz 

Medians 

Automotive  parts 

Bandag 

TBC 

Cooper  Tire  &  Rubber 

Genuine  Parts 

Modine  Manufacturing 

AlliedSignal 

Snap-on 

Goodyear 

Eaton 

Echlin 

Allen  Group 
Standard  Products 
Johnson  Controls 
AO  Smith 
Excel Inds 

TRW 

Dana 

Cummins  Engine 

Arvin  Industries 

Standard  Motor  Prods 

Barnes  Group 
Douglas  &  Lomason 
MascoTech 
Hayes  Wheels  Intl 
SPX 

Federal-Mogul 
Varity 

Borg-Warner  Auto 
Collins  &  Aikman 
Detroit  Diesel 
Harvard  Industries 
Lear  Seating 

Medians 

Appliances 

Sunbeam-Oster 

Whirlpool 

Harman  International 

Maytag 

Toro 

Pioneer  Electronic 

Electrolux  Group 

Sony 

D-D:  Deficit  tc  deficit.     D-P:  Deficit  to  profit.     P-D:  Profit  to  deficit,     def:  Deficit.     NA:  Not  available.     NE:  Negative  equity.     NM:  Not  meaningful. 
*  Four-year  avei  ige.     tThree-year  average.        {Results  not  based  on  US  GAAP  accounting.  For  further  explanation,  see  page  125. 
Sources:  Forbes;   Mue  Line  Data  Base  Service  via  OneSource  Information  Services. 


9.9 


16.6 


12.8 


27.6 


3.7 


12.0 


-20.5 


30.6 


1,417 


59 


1.6 


30.2 

21.8 

20.5 

0.0 

3.7 

6.2 

4.3 

16.1 

627 

89 

14.3 

23.1 

16.5 

16.5 

0.0 

3.7 

-4.3 

12.7 

-12.5 

554 

19 

3.5 

22.4 

21.3 

19.5 

4.9 

10.1 

12.1 

20.2 

7.7 

1,337 

117 

8.8 

20.0 

19.4 

18.7 

0.8 

7.3 

13.1 

5.2 

11.3 

4,746 

280 

5.9 

16.1 

20.5 

16.9 

21.2 

9.5 

NM 

33.4 
4.4 

9.6 
6.9 

37.0 
17.9 

796 

53 

6.7 

15.8 

30.5 

18.7 

33.7 

12,342 

732 

5.9 

13.0 

13.7 

12.3 

10.4 

4.8 

7.2 

-9.0 

29.9 

1,193 

96 

8.1 

12.9 

23.6 

18.8 

29.4 

1.7 

2.9 

NM 

9.9 

11,994 

544 

4.5 

12.9 

21.7 

17.5 

40.9 

2.9 

24.1 

-8.0 

33.2 

5,562 

274 

4.9 

12.4 

17.0 

14.6 

25.8 

8.2 

14.7 

22.3 

28.8 

41.8 

2,229 
322 

121 
29 

5.4 

11.0 

14.9 

12.5 

18.0 

-5.1 

12.1 

NM 

8.9 

10.9 

13.3 

9.7 

38.7 

8.3 

11.3 

NM 

-14.6 

892 

31 

3.5 

10.8 

13.5 

11.6 

24.3. 

12.7 

11.1 

10.3 

20.3 

6,871 

165 

2.4 

9.9 

19.5 

12.2 

33.3 

2.8 

15.8 

NM 

31.3 

1,332 

53 

4.0 

9.7 

15.0 

13.0 

21.8 

15.2 

19.9 

NM 

93.6 

592 

8,646 

16 
296 

2.8 

9.4 

19.2 

12.4 

30.5 

2.9 

7.4 

-5.9 

35.9 

3.4 

9.3 

25.6 

15.2 

43.6 

NM 

17.3 

-18.4 

66.1 

6,373 

204 

3.2 

7.2 

27.5 

24.1 

9.6 

4.2 

10.4 

NM 

34.6 

4,577 

235 

5.1 

7.2 

9.2 

6.9 

44.5 

7.6 

3.5 

25.8 

-1.1 

1,993 

39 

2.0 

7.1 

11.9 

9.4 
9.4 

37.9 

7.8 

11.9 

NM 
-24.0 

20.1 
168.7 

636 

550 

22 

3.5 

6.8 

13.3 

38.2 

NM 

9.4 

14 

2.6 

6.3 

def 

def 

29.3 

2.8 

17.5 

NM 

P-D 

497 

-2 

def 

6.2 

10.9 

7.0 

54.9 

-0.9 

-15.5 

NM 

-6.9 

1,500 

68 

4.5 

5.2* 

16.6 

12.0 

34.4 

-5.2 

23.0 

NM 

68.3 

509 

31 

6.0 

5.2 

25.8 

12.3 

12.6 
9.1 

64.6 

NM 

30.5 

-22.6 

D-P 

989 

43 
59 

4.3 

4.1 

18.3 

5.5 

15.1 

NM 

101.4 

1,774 

3.3 

1.7 

20.7 

16.1 

17.2 

4.8 

-17.6 

-18.1 

189.1 

2,443 

125 

5.1 

NA 

12.5 

10.8 

21.9 

-1.4 

20.1 

NA 

NA 

1,161 

59 

5.1 

NA 

NA 

NA 

409.1 

0.8* 

16.3 

NA 

NA 

1,496 

NA 

NA 

NA 

16.2 

13.8 

13.5 

12.5 

6.1 

NA 

58.9 

1,631 

33 

2.1 

NA 

NE 

16.3 

17.0 

NM 

-0.3 

NA 

D-D 

615 

7 

1.1 

NA 

29.9 

NA 

66.0 

18.4* 

56.6 

NM 

62.1* 

2,814 

22 

0.8 

4.3 


15.3T 

21.2 

17.8 

12.5 

4.0 

11.3 

NA 

30.9 

1,163 

102 

8.7 

12.2 

18.8 

14.7 

31.3 

9.8 

6.0 

16.5 

35.9 

7,909 

318 

4.0 

8.5 

16.9 

12.3 

38.6 

9.1 

35.6 

NM 

70.1 

927 

30 

3.2 

6.4 

23.2 

14.2 

43.1 

6.6 
1.9 

7.7 
16.1 

-24.5 
NM 

227.9 

62.9 

3,257 

151 

4.6 

6.0 

14.0 

11.1 

32.1 

794 

22 

2.8 

5.3 

0.5 

0.9 

8.9 

4.1 

-13.5 

-15.2 

-81.0 

5,181 

17 

0.3 

4.1 

3.7 

5.4 

57.2 

3.8 

24.5 

-35.0 

176.9 

13,614 

71 

0.5 

4.0 

1.1 

2.6 

42.5 

10.7 

-6.9 

-28.1 

-54.3 

36,686 

155 

0.4 
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(Jrdinarily,  you  wouldn't  think  of  financial  people  as  being  the 
philosophical  type.  Then  again,  Smith  Barney  is  no  ordinary  company.  We've 
developed  a  very  definite  philosophy  about  investing.  It's  based  on  three  guiding 
principles,  practiced  and  perfected  for  well  over  a  century. 


Haw  Much  Btdck  Should  Yau 

put  in  a  Phildsdphy? 


Investing  Versus  Trading. 
Investors  take  the  long  view.  They  understand  a  short-term  drop  means  little  in 
the  life  of  a  quality  investment.  (Since  1925,  stocks  have  outperformed  every 
other  major  investment.)*  Traders  tend  to  buy  and  sell  with  the  ups  and  downs 
of  the  market,  while  investors  see  patience  as  their  greatest  virtue. 

We  Da   Dur   Research. 
Promising  investment  opportunities  are  only  found  if  you  look  hard  for  them. 
At  Smith  Barney,  many  investments  have  to  be  approved  by  our  Investment 
Policy  Committee,  a  group  with  more  than  two  hundred  years  of  combined 
investing  experience,  before  they  can  ever  be  recommended  to  you. 

Know  Where  Ydu're  Headed. 
Helping  you  define  your  financial  goals  is  as  important  as  helping  you  reach 
them.  It's  the  philosophy  every  Smith  Barney  Financial  Consultant  lives  by. 
It  may  not  be  the  meaning  of  life,  just  the  means  to  help  get  more  out  of  it. 

SmithBarney 

We  make  money  the  old-fashioned  way.  We  earn  it." 


©1994  Smith  Bamey  inc.  Member  SIPC  "Source:  Ibbotson  Associates. 


A  Member  of  Tra  velersGroupi 
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Last  year  the  auto  industry  delivered  15.5  million  cars 
and  trucks,  including  heavy-duty  trucks,  up  from  14.2 
million  in  1993.  There's  talk  of  reaching  16  million  units 
this  year  and  17  million  for  1996. 

Will  rising  interest  rates  crimp  these  rosy  expectations? 
"I  personally  feel  16  million  is  a  tall  order,"  says  Alex 
Trotman,  Ford's  chairman.  "I  think  we  can  take  this  hit 
[the  November  rate  hike  by  the  Federal  Reserve],  but 
another  one  after  this  one,  I  start  to  get  worried." 

But  it  is  clear  that  the  current  auto  cycle  has  not  yet 
peaked.  By  traditional  measurements,  like  scrappage,  the 
good  times  have  a  couple  more  years  to  run.  At  less  than 


five  times  estimated  1995  earnings,  there  would  still  seem 
to  be  some  life  left  in  the  auto  stocks. 

The  story's  similar  in  appliances,  motor  homes  and 
recreational  vehicles:  a  powerful  up  cycle  that  does  not  yet 
seem  to  have  peaked.  Recreational  vehicle  sales,  440,000 
units,  were  the  best  since  1978.  Appliance  sales  hit  a  record 
51  million  last  year,  up  from  48.5  million  in  1993,  with  a 
nice  gain  to  52  million  expected  this  year. 

Rising  interest  rates  are  the  wild  card  in  all  these  high- 
cost  consumer  goods  industries.  Which  is  why  business 
people  and  investors  alike  are  nervously  watching  the 
interest  rate  curve.  M 
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Black  &  Decker 

3.1 

10.0 

6.6 

62.4 

15.3 

4.7 

NM 

D-P 

5,066 

109 

2.2 

Matsushita  Electric 

2.8 

0.7 

1.5 

27.7 

4.5 

-6.1 

-37.6 

-35.8 

67,313 

249 

0.4 

Sanyo  Electric 

0.8 

def 

0.9 

33.0 

4.4 

-0.6 

NM 

D-D 

15,822 

-16 

def 

Philips  Electronics 
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15.6 

11.5 
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0.9 

0.5 

NM 
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6.0 
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NM 
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40.8* 

-2.0 
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38 

2.6 

Newell  Co 

20.9 

19.3 
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22.4 
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13.9 
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9.6 

Rubbermaid 

20.9 

19.9 

19.6 

1.7 
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8.0 
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224 

10.8 

Leggett  &  Piatt 

16.0 

20.3 

15.7 
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11.0 
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34.0 

1,763 
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60 

3.4 
4.3 
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Consumer  nondurables 

How  much  longer  will  the  consumer  goods 
companies  roll  in  money?  Answer:  Until  the  Fed's 
rate  hikes  start  to  pinch. 


By  Nancy  Rotenier 


Despite  the  Federal  Reserve  governors'  efforts  through- 
Dut  1994  to  cool  the  economy,  unemployment  remains 
ow  and  consumer  spending  high.  Spending  on  nondura- 
bles— everything  from  soap  flakes  to  razors  to  tennis 
;hoes — rose  3%  last  year.  That  was  the  first  year  that 
ipending  on  consumer  nondurables  kept  pace  with  the  rise 


in  income.  And  both  are  expected  to  increase  this  year  at 
the  same  rate. 

Higher  raw  materials  costs  are  forcing  many  producers 
to  raise  prices.  Clorox,  for  instance,  which  has  67%  of  the 
liquid  bleach  market,  recendy  announced  a  6%  price  hike. 
Procter  &  Gamble  just  raised  prices  on  its  paper  products 


Consumer 
nondurables 


Profitability 


Growth 


Net        Profit 
Sales     income    margin 


Company 


Personal  products 

Avon  Products 

Tambrands 

Gillette 

Johnson  &  Johnson 

Kimberly-Clark 

First  Brands 
Church  &  Dwight 
Stan  home 
Clorox 
BIC 

Colgate-Palmolive 
Procter  &  Gamble 
Duracell  Intl 
Alberto-Culver 
Block  Drug 

Service  Corp  Intl 
Carter-Wallace 
Helene  Curtis  Inds 
Gibson  Greetings 
James  River  Corp  Va 

Scott  Paper 

Dial 

Paragon  Trade  Brands 

Medians 

Apparel  &  shoes 

Jones  Apparel  Group 

Stride  Rite 

NIKE 

Fruit  of  the  Loom 

Liz  Claiborne 

Reebok  International 

Phillips-Van  Heusen 

VF 

Instrument  Systems 

Justin  Industries 


Return  on  equity  Sales  Earnings  per  share 

Return  on 
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5-year         latest  latest  Debt/         5-year         latest         5-year         latest  latest  latest  latest 

average       12  mos       12  mos       capital       average       12  mos      average       12  mos       12  mos       12  mos       12  mos 


60.2 
41.1 
36.2 
30.6 
20.2 

19.9 
19.8 
19.2 
18.8 
17.8 

16.9 
16.8 
15.8 
15.0 
12.9 

12.8 

10.6 

10.0 

9.8 

def 

def 
NA 
NA 

16.9 


55.0 
28.2 
27.2 
25.2 
23.9 

22.5 
21.9 
18.7 
18.2 
17.4 


75.7 
78.7 
33.0 
34.7 
23.2 

17.4 
9.4 
19.0 
21.2 
21.9 

26.5 
24.2 
19.1 
14.9 
8.8 

14.1 
def 
9.1 
def 
def 


19.0 


26.6 
9.5 
17.2 
15.8 
10.4 

29.3 
13.2 
16.4 
18.3 
19.9 


48.6 
55.2 
21.1 
27.8 
15.8 

12.8 

7.9 
19.3 
16.0 
21.9 

16.4 
18.7 
13.6 
12.4 
8.6 

7.9 
def 
5.9 
def 
2.1 


14.2 

26.5 
9.2 

16.9 
9.4 

10.3 

27.5 
10.6 
13.4 
16.5 
14.0 


35.9 
42.7 
26.4 
18.1 
21.6 

27.5 
4.5 
0.0 

16.8 
0.0 

36.3 
22.6 
20.6 

19.1 
2.5 

50.2 

2.3 

41.1 

18.4 
46.4 


def 

def 

59.5 

27.0 

14.2 

57.2 

18.0 

18.1 

0.0 

21.6 


3.9 

0.8 

0.7 

54.4 

0.1 

12.7 
40.8 
22.7 
10.6 
26.5 


5.3 
2.7 
9.1 
10.2 
5.8 

-2.1 
8.6 
9.2 
5.4 
8.4 

9.3 
7.5 
8.6 
12.0 
9.6 

7.8 

5.5 
14.4 

4.9 
-5.6 

NM 

NM 

15.6 

7.8 


26.1 
9.0 
18.0 
13.1 
14.0 

12.6 
12.4 
12.3 
2.3 
14.8 


6.1 

-0.5 

11.1 

7.5 

2.7 

-1.3 
-4.6 

3.7 
10.3 

3.4 

5.1 
2.6 
10.1 
5.9 
3.1 

22.8 
7.9 
3.5 

9.5 
5.8 

-2.4 

13.0 

5.1 

5.1 


14.3 
-5.1 
-2.2 
14.8 
-0.6 

7.5 

8.5 

12.4 

11.9 

-1.7 


D-D:  Deficit  to  deficit.     D-P:  Deficit  to  profit.     P-D:  Profit  to  deficit,     def:  Deficit.     NA:  Not  available. 
*Four-year  average.     tThree-year  average.        For  further  explanation,  see  page  125. 
Sources.  Forbes;  Value  Line  Data  Base  Service  via  OneSource  Information  Services. 
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-4.6 
12.8 

13.2 
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9.0 
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21.5 

P-D 
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P-D 
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P-D 
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30,893 
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59 

16 

49 
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50 
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209 
44 
46 
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-27 

17 
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1 


NE-.  Negative  equity.     NM:  Not  meaningful 
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7.2 
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1.4 
def 
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P-D 
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-235 
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30 
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3.9 
5.3 

7.7 

1,224 

59 
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600 

52 
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28 

3,852 
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3,174 
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7.6 
7.7 
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by  as  much  as  8%.  Those  firms  with  a  dominant  market 
share  should  have  an  easy  time  holding  on  to  those  price 
increases.  But  private  label  companies  that  depend  on  low 
costs  to  keep  their  own  prices  low  will  certainly  have  a 
tougher  time. 

Rather  than  slap  new  stickers  on  old  products,  shaving 
giant   Gillette   is   introducing  a   higher-priced   product 


within  an  existing  category.  The  company  just  launched  its 
SensorExcel  razor  in  the  U.S.  at  a  20%  premium  over  its 
hugely  successful  ($201  million  1994  U.S.  sales)  Sensor. 
Sensor  already  has  a  23%  share  of  the  wet  shaving  and  blade 
market  in  the  U.S.;  the  new  razor  could  add  another  four 
points  of  share.  Gillette  earns  33%  on  shareholders'  equity, 
making  it  one  of  the  country's  most  profitable  companies. 


Quick  wits, 
low  costs 

Last  winter  women's 
shoemaker  Nine  West 
Group  Inc.'s  small  in- 
house  design  team  spotted 
a  hot  new  trend:  low-cut 
fashion  boots,  fancier  ver- 
sions of  the  hiking  boots 
that  have  become  all  the 
rage  with  the  Range 
Rover  set.  Within  six  weeks, 
Nine  West's  25  Brazilian 
subcontractors  were  busily 
churning  out  $65  to  $85 
versions  of  "booties"  that 
Gucci  sells  for  $345. 

Based  in  Stamford, 
Conn.,  Nine  West  is  one  of 
the  largest  and  most  suc- 
cessful low-cost  producers 
of  high-fashion  knockoff 
shoes  in  the  U.S.  Last  year  it 
sold  $631  million  worth 
of  women's  shoes  and 
earned  $60  million — a 
36.4%  return  on  sharehold- 
ers' equity.  That  return 
was  not  the  result  of  a 
skimpy  equity  base:  Nine 
West  has  little  debt,  and 
over  the  last  five  years  re- 
turn on  total  capital  has 
averaged  28.3%. 

Nine  West's  produc- 
tion, all  done  in  the  region 
of  Val  do  Sinos,  accounts 
for  25%  of  Brazilian  shoe 
exports.  The  company 
sells  through  its  own  406 
retail  shops  and  2,000 
other  outlets,  mainly  big  re- 
tailers like  May,  Federat- 
ed, Dillard  and  Dayton 
Hudson,  it  also  does  pri- 
vate-label v  i    k  for  Thorn 
McAn,  J.C.  1    nncv  and 
Sears. 

Nine  West  is  the  brain- 
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Nine  West's 
Jerome  Fisher  and 
Vincent  Camuto 
Churning  out 
knockoff s  for 
the  Range  Rover 
set. 


child  of  Jerome  Fisher,  64, 
a  rough-hewn  University 
of  Pennsylvania  graduate 
whose  first  job  out  of  col- 
lege was  in  his  father's  shoe 
factory  outside  Boston. 
After  a  couple  of  false  starts, 
including  a  short-lived 
joint  venture  with  a  Japa- 
nese shoe  importer  in  the 
1970s,  Fisher  and  his  part- 
ner, Vincent  Camuto, 
now  58,  started  up  Nine 
West  in  1977  with  $3 
million  in  seed  capital. 
Their  premise:  With 
low-cost  Brazilian  produc- 
tion, they  could  cater  to 
women  who  wanted  to 
look  fashionable  but  who 
didn't  want  to  pay  fashion- 
able prices.  Nine  West's 
styles  of  shoes — 280  per 
season — start  at  $30  and 
go  up  to  $150. 


Avi 


In  the  last  two  years 
Fisher  and  Camuto  have 
launched  two  brands  at 
retail — 9  &  Co.  (a  line 
geared  toward  teenagers) 
and  Enzo  Angiolini  (pre- 
mium priced).  Fisher 
knows  he  needs  more  than 
multiple  styles.  "To 
maintain  a  relationship 
with  our  customers,  we 
need  a  strong  retail  pres- 
ence," he  says. 

In  1993  Fisher  took 
Nine  West  public,  raising 
$484  million.  After  pay- 
ing down  debt  and  reim- 
bursing the  principals,  he 
put  the  balance  of  the  mon- 
ey to  work  opening  new 
stores — 100  last  year,  in- 
cluding 36  separate  stores 
for  the  new  teen  and  premi- 
um brands.  This  year 
Nine  West  will  open  100 


more  stores. 

More  department 
store  exposure  is  on  the 
way,  too.  With  500  in- 
store  boutiques  already  in 
retailers  like  Blooming- 
dale's  and  Macy's,  Nine 
West  plans  to  launch  as 
many  as  150  more  a  year. 

Overseas,  Nine  West 
signed  a  joint  venture 
agreement  two  months 
ago  with  Hong  Kong- 
based  clothing  maker 
Toppy;  the  partners  will  sel 
Nine  West  shoes  in  Top- 
py's  four  Episode  bou- 
tiques in  Hong  Kong  to 
start,  and  will  open  Nine 
West  stores  in  Hong 
Kong,  Bangkok,  Shanghai 
and  Taipei.  Other  joint 
ventures  are  coming  in 
Canada,  Mexico  and 
Australia.  -N.R 
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U.S.  personal  care  and  consumer  product  companies  are 
busily  expanding  overseas — particularly  in  Asia.  In  China, 
Avon  is  pumping  up  its  sales  force,  Gillette  has  started 
making  toothbrushes,  and  P&G  signed  more  joint  ven- 
tures. Duracell  is  building  plants  in  China  and  India,  which 
should  come  on  line  this  year.  And  Colgate  bought  India's 
largest  toothbrush  company,  giving  it  three-quarters  of 
that  potentially  huge  market. 

The  news  was  mixed  last  year  for  apparel  manufacturers. 
The  absence  of  a  strong  fashion  trend  put  women's  apparel 
in  the  doldrums.  Liz  Claiborne,  for  example,  showed  a 
34.8%  earnings  decline  for  the  latest  12  months.  Market 
expansion  overseas  is  still  difficult  for  U.S.  apparel  firms, 
given  the  fragmented  boutique  environment  abroad. 

U.S.  apparel  companies  continue  to  try  to  capture  some 
of  the  retail  margin  for  themselves.  Jones  Apparel,  for 
example,  opened  40  outlet  stores  in  1994  and  has  another 


50  slated  for  this  year. 

In  footwear,  Nike  and  Reebok  both  made  comebacks, 
with  latest  12  months'  return  on  equity  of  17.2%  and 
29.3%,  respectively.  Both  companies  have  been  exploiting 
the  $600  million  outdoor  footwear  market.  And  while  the 
athletic  footwear  makers  expect  big  growth  from  foreign 
expansion,  they  are  still  finding  ways  to  increase  sales  in  the 
U.S.  Smith  Barney  senior  analyst  Faye  Landes  figures  Nike 
and  Reebok  could  grow  up  to  12%  annually,  5%  in  the  U.S. 
alone,  over  the  next  few  years. 

In  the  textile  industry,  higher  costs  for  raw  materials  like 
cotton  (up  20%  last  year)  and  slow  sales  of  women's 
clothing  have  hurt  some  of  the  smaller  mills,  notably  Delta 
Woodside  and  Cone  Mills.  Many  more  mills,  including 
Guilford,  which  depends  heavily  on  the  auto  and  house- 
hold sectors,  will  face  tougher  times  if  higher  interest  rates 
choke  off  sales  of  cars  and  homes.  H 


Consumer 

nondurables 


Company 


Medians 

Textiles 

Cone  Mills 

Unifi 

Shaw  Industries 

Guilford  Mills 

Delta  Woodside  Inds 

Dixie  Yarns 
Triarc  Cos 

Burlington  Industries 
WestPoint  Stevens 

Medians 

Photography  &  toys 

Polaroid 
Mattel 
Hasbro 
Tyco  Toys 
Actava  Group 
Eastman  Kodak 


Profitability 


Return  on  equity 


Growth 


Net        Profit 
Sales     income    margin 


Return  on 
capital 
latest 


Earnings  per  share 


5-year         latest  latest  Debt/         5-year         latest         5-year         latest  latest  latest  latest 

average       12  mos       12  mos       capital       average       12  mos       average       12  mos       12  mos       12  mos       12  mos 

%  %  %  %  %  %  %  %  $mil  $mil  % 


Oxford  Industries 

13.0 

16.6 

14.9 

8.3 

1.9 

9.2 

22.4 

29.4 

641 

20 

3.1 

Russell 

13.0 

12.7 

10.5 

20.6 

11.2 

11.3 

NM 

37.3 

1,043 

74 

7.1 

Kellwood 

10.7 

12.0 

9.3 

32.1 

10.3 

4.6 

NM 

8.9 

1,240 

37 

3.0 

Tultex 

7.3 

0.2 

2.4 

61.0 

10.1 

1.9 

-14.9 

-98.0 

552 

2 

0.3 

LA  Gear 

def 

def 

def 
6.5 

26.5 
64.5 

NM 
-8.3 

11.1 
-4.9 

NM 

NM 

D-D 
75.0 

426 

722 

-22 
9 

def 

Hartmarx 

def 

7.4 

1.2 

Salant 

def 

36.9 

14.0 

58.2 

NM 

5.3 

NM 

D-P 

421 

19 

4.5 

Warnaco  Group 

NE 

37.1 

19.6 

55.0 

6.1 

11.2 

NM 

11.4 

761 

60 

7.8 

Interco 

NA 

14.9 

9.6 

59.8 

-3.3 

8.5 

NA 

NA 

1,783 

52 

2.9 

Nine  West  Group 

NA 

36.4 

28.8 

18.1 

8.2 

20.7 

NA 

22.4 

631 

60 

9.6 

17.8 


26.7 
21.6 
21.1 
11.1 
7.3 


16.1 


21.6 
13.8 
18.8 
11.5 
def 


12.0 


13.0 

10.8 

14.4 

8.4 

def 


24.6 


21.9 
26.3 
33.4 
38.0 
34.8 


10.2 


5.4 

12.5 

16.9 

3.9 

4.4 


8.5 


1.5 

5.7 

12.0 

7.5 

-10.5 


11.1 


NM 
14.4 
17.3 
20.5t 

NM 


8.9 


-17.8 

-36.0 

15.8 

-13.7 

P-D 


742 


780 

1,419 

2,715 

704 

609 


45 


38 

79 
132 

25 
-15 


def 

def 

1.1 

def 

NE 

5.6 

def 

20.6 

8.6 

NA 

NE 

def 

45.9 

-2.3 

23.5 

87.3 

-2.8 

2.8 

55.9 

NM 

3.4 

114.9 

-3.5 

4.0 

22.8 

P-D 

677 

-3 

NM 

D-D 

1,060 

-7 

NM 

46.0 

2,127 

99 

NA 

NA 

1,564 

-210 

9.2 


11.5 


8.4 


38.0 


3.9 


4.0 


NM 


-26.9         1,060 


25 


25.9 

10.7 

8.2 

33.6 

3.9 

3.5 

NM 

69.4 

23.8t 

20.8 

17.2 

18.6 

23.0* 

9.4 

7.1* 

-18.8 

14.8 

13.3 

12.3 

13.4 

17.5 

0.6 

21.5 

-11.0 

0.5 

def 

def 

31.7 

23.3 

3.1 

NM 

D-D 

def 

def 

def 

51.8 

5.9 

-39.6 

NM 

D-D 

NA 

16.5 

8.6 

52.8 

2.9 

1.4 

NM 

9.9 

2,299 

99 

2,929 

185 

2,662 

174 

754 

-78 

723 

-95 

14,050 

562 

D-D:  Deficit  to  deficit.     D-P:  Deficit  to  profit.     P-D:  Profit  to  deficit,     def:  Deficit.     NA:  Not  available. 
*Four-year  average.     tThree-year  average.        For  further  explanation,  see  page  125. 
Sources:  Forbes;  Value  Line  Data  Base  Service  via  OneSource  Information  Services. 


NE:  Negative  equity.     NM:  Not  meaningful 


5.3 


4.9 

5.6 
4.9 
3.6 
def 

def 
def 
4.7 
def 

3.6 


4.3 
6.3 
6.6 
def 
def 
4.0 


Medians 

14.8 

12.0 

8.4 

32.7 

11.7 

2.3 

NM 

-14.9 

2,481 

137 

4.2 

Industry  medians 

16.9 

16.1 

11.5 

26.5 

8.0 

5.2 

-11.5 

3.0 

1,136 

51 

5.0 

All-industry  medians 

11.4 

12.6 

9.4 

32.8 

5.5 

6.3 

-18.8 

11.8 

1,449 

60 

4.3 
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Not  Only  Do  Ouw 
They  Also  Give  You 


'or  drivers  of  the  Acura  Legend  LS,  an  scoping  steering  column  remember  your  favorite  position  le'ior  co 

appreciation  of  luxury  and  comfort  is  something  that  and  return  to  it  instantly,  at  the  touch  of  a  button 

comes  automatics  lly.  The  driver's  seat  and  tilt  and  tele-  Climate  control  keeps  the  air  temperature  of  the  spaciou 


Oil 


lit 


V,1U' 


eats  rememberyou, 
Varm  Welcome  Back. 


terior  constant  and  pleasant.  And  on  cold  mornings,  experience  of  driving  an  Acura  Legend  is  more  than 

ating  coils  inside  the  soft,  leather-trimmed  seats  gently  merely  memorable.  It  is,  in  fact,  unforgettable. 

■m  your  back  and  shoulders.  All  of  which  is  why  the  SOME  THINGS  ARE  WORTH  THE  PRICE.  +£X2fiFif< 


Electric  utilities 

Can  it  get  any  more  unpredictable 
for  this  historically  stable  industry? 
Count  on  it. 


By  Seth  Lubove 

Rising  interest  rates,  competition,  regulatory  upheaval, 
dividend  cuts,  sagging  stocks,  unrecouped  investments, 
mergers — it's  a  long  way  from  when  utilities  and  their 
dividends  were  as  safe  as  U.S.  Treasurys. 

New  competition  is  the  biggest  worry,  particularly  retail 
"wheeling,"  a  practice  that  will  allow  customers  to  choose 
the  cheapest  source  of  power,  even  from  a  nonutility. 
Smelling  opportunity,  companies  like  Louis  Dreyfus 
Group  and  Enron  Corp.  are  getting  into  the  electricity 
brokering  business.  Utilities  with  high  fixed  costs  like 
Long  Island  Lighting  Co.  and  Toledo  Edison  Co.  will  be 
vulnerable.  Ellen  Lapson,  manager  of  electric  utility  re- 
search at  Fitch  Investors  Service  Inc.,  worries  that  these 


companies  won't  be  able  to  cut  costs  enough  to  hang  on  to 
some  of  their  best  customers.  Other  utilities  are  cutting 
rates.  Carolina  Power  &  Light  Co.  offered  Du  Pont  price 
cuts  at  five  plants.  In  return,  Du  Pont  agreed  not  to  expand 
its  own  generating  facilities.  Detroit  Edison  Co.  has  locked 
in  ten-year  contracts  with  the  big  three  automakers  by 
reducing  rates.  Georgia  Power  Co.  last  year  introduced  an 
innovative  pricing  program  in  which  the  utility  sets  prices 
for  its  largest  customers  one  day  in  advance.  The  custom- 
ers can  fire  up  their  own  generators  if  it's  cheaper. 

Some  utilities  are  merging,  on  the  theory  that  econo- 
mies of  scale  will  produce  savings.  Absent  regulatory 
hurdles,  look  for  that  trend  to  continue  this  year. 


A  success  born 
of  a  failure 

In  decades  past,  Cipsco 
Inc.,  the  $853  million  (lat- 
est 12-month  revenues) 
holding  company  for  Cen- 
tral Illinois  Public  Service 
Co.,  operated  electric 
streetcars  and  sold  ice. 
Now  Cipsco  is  adapting  to 
the  threat  of  competition 
in  the  electric  power  gener- 
ating business. 

Cipsco  began  learning 
about  competition  as  a  re- 
sult of  a  poor  investment 
decision.  Anticipating 
growth  in  demand  in  its 
market,  Cipsco  added  a 
600-megawatt  coal-fired 
facility  in  1982. 

But  the  demand  never 
materialized.  Making  a  vir- 
tue of  necessity,  Cipsco's 
managers  began  selling  the 
surplus  power  to  other 
utilities.  Thus  began  Cips- 
co's successful  effort  to 
become  a  profitable  whole- 
saler of  power  to  other 
utilities.  Cipsco  sits  in  the 
middle  of  a  regional  hub 
connected  by  high-voltage 
transmission  lines  to  12 
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major  utilities.  Those  lines 
allow  it  to  buy  cheap  nu- 
clear power  from,  say,  Chi- 
cago's Commonwealth 
Edison,  then  resell  it  at  a 
markup  to  the  Tennessee 
Valley  Authority  to  the 
south — "wheeling,"  this 
form  of  merchandising  is 
called.  Cipsco  gets  even 
higher  margins  when  it  sells 
its  own  excess  power  di- 
rectly to  any  of  the  connect- 
ing utilities. 


Cipsco's  Clifford  Greenwalt 
Wheeler-dealer. 


The  wholesaling  activi- 
ties are  adding  some 
growth  to  an  otherwise 
humdrum  business.  Be- 
tween 1988  and  1993, 
Cipsco's  retail  sales  grew  at 
only  a  2%  annual  rate, 
compared  with  14%  for 
wholesale  revenues. 
Wholesaling  now  accounts 
for  24%  of  electric  reve- 


nues, retail  the  balance. 

Cipsco  Chief  Execu- 
tive Clifford  Greenwalt  un- 
derstands that  in  a  com- 
petitive environment  for  a 
commodity  like  electric- 
ity, the  low-cost  producer 
wins.  Cipsco's  average 
generation  cost  of  $251  per 
kilowatt  of  capacity  is  sec- 
ond lowest  among  utilities 
in  Illinois,  and  64%  lower 
than  regional  competitors 
that  have  surplus  power 
to  sell.  But  Greenwalt  is 
pushing  Cipsco's  cost 
structure  lower.  He  figures 
Cipsco  can  reduce  cur- 
rent staff  by  about  14%. 

Doesn't  Cipsco's  rela- 
tively small  size — 16th  in 
sales  out  of  3 1  Midwest 
utilities — put  it  at  a  disad- 
vantage? Greenwalt 
thinks  not.  "We're  in  a  po- 
sition of  having  adequate 
capacity  at  lower  cost,  so 
we're  not  forced  to  look 
for  someone  to  merge 
with,"  he  says,  adding: 
"Our  basic  philosophy  is 
we're  going  to  have  to 
change  because  competi- 
tion will  force  us  to 
change."  -S.L. 
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Electric 
utilities 


Company 


Northeast 

New  England  Electric 
Pennsylvania  P&L 
Consolidated  Edison 
Potomac  Electric 
Orange  &  Rockland 

Allegheny  Power 
General  Public  Utils 
Atlantic  Energy 
Pub  Svc  Enterprise 
Delmarva  Power  &  Lt 

Central  Hudson  G&E 
Commonwealth  Energy 
Northeast  Utilities 
PECO  Energy 
Central  Maine  Power 

NY  State  E&G 
Boston  Edison 
Long  Island  Lighting 
Rochester  G&E 
Baltimore  G&E 

American  Water  Works 
United  Illuminating 
Niagara  Mohawk  Power 

Medians 

North  central 

Detroit  Edison 

Union  Electric 

Nipsco  Industries 

DPL 

WPS  Resources 

WPL  Holdings. 
Wisconsin  Energy 
IES  Industries 
Cipsco 
DOE 

Western  Resources 
CINergy 

Ipalco  Enterprises 
No  States  Power 
Kansas  City  P&L 

Minnesota  Power  &  Lt 

Iowa-Illinois  G&E 

American  Electric 

CILcorp 

Midwest  Resources 

Ohio  Edison 
Unicom 
lllinova 

Centerior  Energy 
CMS  Energy 

Medians 

Southeast 

TECO  Energy 
KU  Energy 
Scana 
Duke  Power 


Profitability 


Return  on  equity 


Growth 


Net        Profit 
Sales     income    margin 


Earnings  per  share 


Return  on 
capital 
5-year         latest  latest  Debt/         5-year         latest         5-year         latest  latest  latest  latest 

average       12  mos       12  mos       capital       average       12  mos       average       12  mos       12  mos       12  mos       12  mos 
%  %  "/  •"  •"  •>'  •"  "'  *-:l  '-:l  <" 


14.0 

14.6 

7.4 

37.1 

8.6 

0.2 

NM 

31.3 

2,245 

224 

10.0 

13.6 

12.2 

5.6 

35.3 

1.7 

1.8 

1.5 

-8.5 

2,767 

325 

11.8 

12.4 

13.8 

8.6 

35.2 

3.6 

2.2 

1.0 

15.1 

6,395 

734 

11.5 

12.1 

10.4 

6.1 

47.8 

5.5 

5.8 

-3.1 

-16.8 

1,926 

220 

11.4 

11.9 

9.6 

6.0 

37.9 
38.1 

13.8 

7.5 

-0.4 

-19.5 
0.3 

1,016 

40 

3.9 

11.9 

11.4 

6.4 

1.2 

5.3 

-0.9 

2,450 

223 

9.1 

11.8 

5.4 

4.1 

35.6 

5.3 

2.6 

NM 

-57.2 

3,667 

140 

3.8 

11.7 

11.7 

6.7 

34.6 

5.2 

6.0 

NM 

4.6 

911 

98 

10.7 

11.7 

12.1 

6.7 

37.3 

4.9 

4.6 

NM 

-1.6 

5,910 

621 

10.5 

11.4 

10.8 

6.0 
6.3 

32.5 

3.9 

6.2 

NM 

-12.6 

-3.5 

1,004 

103 

10.3 

11.2 

11.1 

34.1 

3.3 

-0.2 

1.6 

522 

52 

9.9 

11.1 

14.9 

7.7 

44.4 

5.7 

4.2 

NM 

12.7 

992 

52 

5.2 

11.0 

13.1 

5.9 

43.1 

9.5 

0.9 

-2.7 

69.0 

3,646 

298 

8.2 

10.9 

9.2 

5.1 

36.2 

4.6 

0.8 

NM 

-28.8 

4,063 

437 

10.8 

10.8 

7.8 

4.9 

34.8 
35.2 

6.9 

4.0 

-1.6 

-19.4 

918 

53 

5.8 

10.5 

9.0 

5.6 

6.0 

8.0 

-4.8 

1.5 

1,879 

166 

8.8 

10.4 

12.3 

6.5 

43.2 

4.1 

3.0 

12.01 

0.0 

1,541 

124 

8.0 

10.2 

10.4 

5.4 

45.7 

5.5 

9.5 

-1.5t 

-6.8 

3,078 

291 

9.4 

10.0 

8.7 

5.3 

36.3 

3.5 

8.1 

-2.9 

-22.6 

1,013 

71 

7.0 

9.6 

10.1 
8.4 

6.0 

38.1 

7.6 

7.9 

NM 

-5.7 

2,835 

307 

10.8 

9.6 

5.9 

48.5 

7.3 

9.8 

6.3 

2.3 

765 

76 

9.9 

9.3 

8.6 

4.8 

45.0 

2.6 

-0.1 

-7.6t 

-22.2 

656 

40 

6.1 

8.9 

10.3 

6.2 

41.8 

7.4 

5.5 

17.0 

-0.6 

4,122 

285 

6.9 

11.1 


11.8 

15.1 

14.2 
13.9 
13.1 


10.4 


11.9 


14.9 
12.8 
11.9 
14.2 


6.0 


37.3 


5.3 


4.6 


-2.9 


-3.5    1,926 


6.5 


7.8 
7.3 
6.5 
7.6 


37.3 

37.6 
31.7 
40.9 
30.4 


2.6 


4.3 
2.0 
2.4 
3.3 


2.6 


7.3 

5.8 
5.3 
1.8 


-6.0 


3.9 
1.2 
NM 
4.2 


-0.8 

10.9 

-1.9 

-7.8 

6.0 


1,605 


1,349 

629 

1,307 

4,300 


166 


93 


165 

77 

161 

666 


D-D:  Deficit  to  deficit.     D-P:  Deficit  to  profit.     P-D:  Profit  to  deficit,     def:  Deficit, 
average.     tThree-year  average.        For  further  explanation,  see  page  125. 
Sources:  Forbes;  Value  Line  Data  Base  Service  via  OneSource  Information  Services. 


9.4 


18.5 

12.9 

6.5 

39.4 

1.7 

0.4 

6.3* 

-16.7 

3,586 

455 

12.7 

13.9 

13.3 

6.8 

31.4 

0.4 

-1.0 

2.1 

-6.5 

2,061 

307 

14.9 

13.3 

14.7 

7.0 

37.3 

1.5 

2.2 

14.1 

6.1 

1,713 

164 

9.6 

13.3 

13.8 

7.4 

35.6 

3.0 

6.2 

NM 

3.5 

1,214 

148 

12.2 

13.1 

11.8 
12.7 

7.4 

29.7 

2.6 

4.5 

0.8 

10.9 

3.0 

NM 

-17.5 

17.4 

682 

54 

7.9 

12.9 

7.7 

31.5 

823 

74 

9.0 

12.7 

10.3 

6.7 

42.4 

1.4 

8.2 

-1.2 

-8.0 

1,759 

173 

9.8 

12.4 

11.9 

6.8 

37.6 

5.3 

1.7 

NM 

-0.8 

796 

68 

8.6 

12.4 

13.2 

7.0 

31.3 

3.5 

2.4 

2.2 

0.8 

853 

84 

9.8 

12.2 

12.0 

5.5 

35.4 

2.3 

7.1 

8.1 

0.7 

1,272 

147 
189 

11.6 

12.0 

12.3 

6.1 

33.8 

10.3 

-4.8 

3.1 

-1.0 

1,769 

10.7 

11.9 

def 

2.6 

40.0 

2.6 

9.2 

-33.2* 

P-D 

1,845 

-13 

def 

11.8 

11.9 

7.1 

35.3 

1.9 

3.4 

-4.4 

21.0 

685 

93 

13.7 

11.5 

12.8 

7.1 

29.5 

3.5 

6.4 

-2.8 

37.4 

2,496 

248 

10.0 

11.3 

11.7 

5.5 

30.1 

3.0 

2.8 

NM 

-1.2 

877 

104 

11.9 

10.9 

7.3 

5.1 

38.6 

1.8 

0.4 

-2.7 

-25.0 

508 

52 

10.2 

10.8 

11.1 

5.0 

41.6 

0.9 

3.3 

-5.1 

2.7 

564 

60 

10.7 

10.7 

13.0 

6.7 

49.2 

1.0 

6.2 

-9.1 

48.0 

5,553 

541 

9.7 

10.6 

9.9 

5.5 

31.4 

5.5 

3.8 

-6.0 

7.0 

613 

34 

5.5 

10.1 

9.5 

5.4 

37.3 

5.0 
2.3 

-5.8 
1.3 

-6.7 
NM 

-16.2 
-98.9 

1,089 
2,390 

65 
25 

6.0 

6.8 

0.1 

2.5 

40.6 

1.0 

3.0 

def 

2.1 

40.5 

NM 

-15.4 

-33.2 

P-D 

5,286 

-66 

def 

def 

9.9 

5.4 

51.8 

2.3 

2.6 

NM 

D-P 

1,605 

133 

8.3 

def 

def 

def 

45.0 

3.5 

-2.7 

NM 

P-D 

2,429 

-860 

def 

def 

18.1 

7.3 

53.3 

2.7 

6.4 

NM 

D-P 

3,641 

175 

4.8 

9.7 


12.3 
12.3 
12.3 

15.5 


NA:  Not  available.     NE:  Negative  equity.     NM:  Not  meaningful.     *Four-year 
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rrniriTPrniniff: 


Finally,  a  few  utilities  figure  if  they  scream  loudly 
enough,  the  competition  might  go  away.  Southern  Cali- 
fornia Edison  Co.  and  San  Diego  Gas  &  Electric  Co.  say 
they'll  be  saddled  with  so-called  stranded  investment — 
plants  that  were  approved  to  serve  a  monopoly  market  but 
that  will  become  unnecessary  if  customers  can  leave.  State 


governments  like  New  York's  that  use  utilities  as  tax 
collectors  may  be  most  receptive  to  such  arguments  and 
try  to  bar  competition.  But  if  they  do,  they  will  only  help 
drive  out  what  little  industry  is  left  in  the  state.  About  25 
cents  of  every  dollar  New  York  City's  Consolidated  Edison 
collects  from  customers  is  a  tax  of  one  kind  or  another.  ■■ 


Electric 
utilities 


Profitability 


Return  on  equity 


Growth 


Net        Profit 
Sales     income    margin 


Return  on 
capital 
latest 


Earnings  per  share 


5-year         latest         5-year         latest 


Company 


Carolina  Power  &  Lt 
Southern  Co 
LG&E  Energy 
Dominion  Resources 
Florida  Progress 
FPL  Group 


average       12  mos       12  mos       capital       average       12  mos       average       12  mos       12  mos       12  mos       12  mos 


13.1 
12.8 
12.1 
12.1 
11.5 
7.3 


11.8 
12.2 
14.6 
11.9 
10.8 
12.5 


6.3 

6.3 
7.3 
6.8 

6.1 
7.1 


32.3 
33.4 
34.0 
38.8 
38.7 
37.0 


4.6 
3.0 
6.5 
4.5 
2.9 
-3.3 


-0.1 
-1.0 
-1.2 

5.3 
16.5 

0.2 


13.1 
4.2 
2.4 
NM 

-2.3 
NM 


-3.2 
-8.2 

18.8 

-5.7 

0.0 

21.3 


2,896 
8,327 
880 
4,522 
2,689 
5,366 


331 
946 
106 
531 
201 
528 


11.4 
11.4 
12.1 
11.7 
7.5 
9.8 


Medians 

12.9 

12.4 

6.9 

35.5 

3.1 

3.5 

1.8 

-1.0 

2,793 

266 

11.9 

South  central 

Southwestern  Pub  Svc 

14.8 

14.1 

8.3 

31.6 

1.3 

4.2 

-1.7 

-2.1 

843 

102 

12.1 

Oklahoma  G&E 

13.1 

12.5 

6.8 

31.5 

5.5 

-5.2 

-4.0 

-10.5 

1,375 

115 

8.4 

Central  &  So  West 

11.9 

9.6 

5.3 

34.1 

8.3 

-0.6 

NM 

-27.5 

3,672 

283 

7.7 

Houston  Industries 

10.5 

12.4 

6.2 

38.6 

4.6 

-3.5 

-2.0 

7.9 

4,139 

425 

10.3 

Entergy 

9.7 

6.5 

4.1 

38.7 

4.3 

33.2 

1.5t 

-33.0 

5,876 

395 

6.7 

D-D:  Deficit  to  deficit. 

D-P 

Deficit  to  profit. 

P-D:  Profi 

t  to  deficit. 

def:  Defic 

t.     NA:  Not 

available. 

NE:  Negative 

equity.     NM:  Not  meaningful. 

rour-year 

average.     tThree-year 

avera 

ge.        For  further  explanati 

an,  see  page 

125. 

Sources:  Forbes;  Value  Line  Data  Bas 

e  Service  via  0 

leSource  Ink 

rmation  Services. 

k 
Mid 

Indi 
Alii 

D-D; 

'Foil 


HAPF 


(What  else  would  you  expect  from  a  compt 


You  know  what  you're  doing  next  quarter.  But  next  year?  Or  the  year  after?  Or  the  year  after  |Lr}^ 
and  use  information  to  see  where  they  need  to  go,  and  to  get  there.  With  that  in  mind,  we'd  if 


Electric 

Net 

Profit 

utilities 

Profitability 

Growth 

Sales 

income 

margin 

Return  on  equity 

Sales 

Earnings  per  share 

Return  on 

capital 

5-year 

latest 

latest 

Debt/ 

5-year 

latest 

5-year 

latest 

latest 

latest 

latest 

average 

12  mos 

12  mos 

capital 

average 

12  mos 

average 

12  mos 

12  mos 

12  mos 

12  mos 

Company 

% 

% 

% 

% 

% 

% 

% 

% 

$mil 

$mil 

% 

Texas  Utilities 

5.8 

7.7 

5.3 

41.5 

5.3 

6.0 

-16.0 

10.2 

5,683 

508 

9.0 

El  Paso  Electric 
Medians 

def 

NE 

1.4 

107.6 

NM 

3.9 

NM 

D-D 

557 

-44 

def 

10.5 

9.6 

5.3 

38.6 

4.6 

3.9 

-4.0 

-10.5 

3,672 

283 

8.4 

Western 

San  Diego  G&E 

14.8 

8.9 

5.5 

38.0 

-1.6 

2.8 

2.9 

-37.3 

1,984 

143 

7.2 

Public  Service  Colo 

13.2 

13.4 

7.5 

36.6 

3.2 

3.0 

NM 

24.8 

2,043 

172 

8.4 

Pacific  G&E 

12.6 

12.4 

6.7 

39.9 

6.5 

0.8 

6.3* 

5.6 

10,516 

1,112 

10.6 

SCEcorp 

12.6 

11.5 

6.0 

36.2 

4.7 

3.2 

-3.7 

4.8 

8,165 

685 

8.4 

Puget  Sound  P&L 

12.4 
11.5 

8.7 

5.8 

35.7 
27.5 

6.4 
8.6 

9.4 
1.8 

NM 
8.2 

-21.0 
11.6 

1,178 
1,087 

119 
118 

10.1 

Montana  Power 

11.7 

7.4 

10.9 

PacifiCorp 

7.9 

12.5 

6.6 

38.2 

-1.4 

2.8 

-1.6 

500.0+ 

3,496 

455 

13.0 

Portland  General 

7.7 

13.4 

6.4 

32.5 

4.2 

3.3 

NM 

8.4 

963 

108 

11.2 

Hawaiian  Electric 

5.4 

6.6 

5.0 

36.8 

8.2 

0.7 

-8.8 

17.1 

1,150 

55 

4.8 

Pinnacle  West 

3.6 

11.0 

6.0 

43.5 

-2.5 

3.5 

NM 

1.5 

1,787 

181 

10.1 

Public  Service  NM 

def 

def 

0.5 

52.9 

NM 

6.0 

NM 

D-D 

915 

-38 

def 

Tucson  Electric 

def 

NE 

2.4 

95.0 

1.8 

11.5 

NM 

D-P 

730 

9 

1.2 

Medians 

9.7 

11.2 

6.0 

37.4 

3.7 

3.1 

NM 

7.0 

1,483 

131 

9.2 

Industry  medians 
All-industry  medians 

11.5 

11.7 

6.2 

37.3 

3.5 

3.3 

-4.0 

-0.8 

1,769 

147 

9.8 

11.4 

12.6 

9.4 

32.8 

5.5 

6.3 

-18.8 

11.8 

1,449 

60 

4.3 

D-D:  Deficit  to  deficit.     D-P:  Deficit  to  profit.     P-D:  Profit  to  deficit,     def:  Deficit.     NA:  Not  available. 
*Four-year  average.     tThree-year  average.        For  further  explanation,  see  page  125. 
Sources:  Forbes;  Value  Line  Data  Base  Service  via  OneSource  Information  Services. 


NE:  Negative  equity.     NM:  Not  meaningful. 
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can  help  you  realize  your  long-range  vision?) 


>ver  30  years,  we've  been  helping  companies  work  with  technology  to  create 
o  wish  you  a  happy  1999.  2000.  2001.  2002.  You  get  the  idea.  (800)566-9337,  xl800. 
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Energy 


For  1995  the  best  kind  of  energy  company 
to  be  is  one  with  operations  outside 
energy,  especially  in  chemicals. 


By  Toni  Mack 


About  the  only  good  news  for  the  energy  folks  last  year  was 
that  the  long  ckpression  in  chemicals  ended.  With  prices 
and  volumes  up,  chemical  division  earnings  at  Amoco 
more  than  doubled  in  1994's  first  nine  months.  Look  for 
strong  chemical  profitability  to  continue  in  the  year  ahead. 
Besides  Amoco,  companies  with  big  chemicals  divisions 
include  Exxon,  Royal  Dutch,  Occidental  and  Phillips. 

But  the  basic  energy  business  was  pretty  weak  and  will 
probably  remain  so  in  1995 .  With  oil  and  natural  gas  prices 
languishing,  the  87  energy  companies  tracked  in  this  issue 
are  near  the  bottom  in  recent  sales  and  earnings  growth. 
(In  each  category  one  other  industry  was  worse.) 

Thomas  Burns,  Chevron  chief  economist,  predicts  oil 
prices  will  rise  in  1995,  but  to  no  more  than  $20  per  barrel 
from  an  average  $17.20/barrel  last  year.  His  reasoning: 


Saudi  Arabia  is  thirsty  for  cash,  and  world  petroleum 
demand  is  growing.  This  bodes  well  for  companies  whose 
oil  output  is  a  big  part  of  their  total  product  mix,  like 
British  Petroleum  and  Atlantic  Richfield. 

U.S.  refiners'  margins  will  be  hit  if  the  refiners  cannot 
recoup  the  billions  they've  been  obliged  to  spend  to  meet 
new  clean-gasoline  standards.  "We  won't  know  for  several 
months  whether  the  market  will  let  us  pass  the  costs 
through,"  says  Shell  Oil  President  Philip  Carroll.  "But  the 
industry  isn't  healthy  enough  to  absorb  them." 

For  natural  gas,  a  cold  winter  would  tighten  prices,  but 
only  temporarily  (Forbes,  Dec.  19,  1994).  Producers  like 
Burlington  Resources  and  Apache  Corp.  are  coping  with 
generally  flat  prices  by  increasing  volume.  Enron  and  mcn 
Corp.  are  getting  substantial  earnings  gains  from  diversi- 


Shipshape 


"In  hindsight,  hell  wasn't 
so  bad,"  drawls  John  La- 
borde.  The  Cajun-born 
oil  service  veteran  is  talking 
about  successfully  pulling 
Tidewater  Inc.  through  the 
harsh  flames  of  the  1980s 
oil  bust. 

Based  in  New  Orleans, 
Tidewater  provides  supply 
vessels  and  tugboats  to 
ferry  men  and  equipment 
to  offshore  oil  rigs.  It  also 
rents  natural  gas  and  air 
compressors  to  the  gas, 
refining  and  other  indus- 
tries. It  survived  where 
competitors  failed  for  one 
simple  reason:  Laborde, 
now  71,  refused  to  load  the 
company  with  debt  dur- 
ing the  1970s.  Even  now 
Tidewater's  debt-to-cap- 
ital ratio  is  a  low  20%. 

While  overextended 
competitors  were  going 
bankrupt,  Laborde  cut 
costs  and  prices  and  sent 
Tidewater's  boats  to 
work  for  oilmen  develop- 
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Tidewater  founder 
John  Laborde 
"In  hindsight, 
hell  wasn't 
so  bad." 


ing  and  maintaining  al- 
ready discovered  oil  and  gas 
reserves.  "When  the  busi- 
ness gets  tough,  the  indus- 
try may  slow  down  ex- 
ploration," says  Laborde. 
"But  nobody  shuts  down 
a  producing  oilfield." 

In  1992  Laborde  be- 
gan building  Tidewater 
again,  buying  a  couple  of 
boat  industry  competitors. 
Last  year  he  spent  $240 
million  buying  the  com- 
pressor businesses  of  Hal- 
liburton and  Mitchell  En- 
ergy. Oilmen  rent  these 


compressors  to  boost  natu- 
ral gas  pressure  to  pipe- 
line levels.  There's  no 
glamour  here  but  lots  of 
cash — about  40  cents  for 
every  dollar  of  revenue. 
Thanks  to  his  fiscal  conser- 
vatism, Laborde  had  no 
trouble  raising  acquisition 
capital.  "I  can  look  every 
creditor  in  the  eye  and  say  I 
paid  back  everything  I 
owed,"  he  says. 

Three  months  ago  La- 
borde retired  and  turned 
Tidewater's  rudder  over 
to  William  O'Malley,  who 


was  recruited  from  the 
chief  executive  position  at 
Sonat  Offshore  Drilling. 
"I  wasn't  interested  until  I 
realized  what  an  oppor- 
tunity there  is  here,"  says 
O'Malley.  "Every  month 
Tidewater  throws  off  $7 
million  to  $10  million  in 
cash  after  taxes  and  capital 
spending." 

In  the  last  12  months, 
Tidewater  earned  $45  mil- 
lion, or  85  cents  a  share, 
on  $523  million  in  reve- 
nues, for  the  best  net 
margin — 8.5% — in  the  oil 
service  business.  Robin- 
son Humphrey  analyst 
Thomas  Escott  expects 
Tidewater  to  earn  $75  mil- 
lion, or  $1 .40  share,  in 
fiscal  1995,  ending  Mar. 
31,  1996. 

Laborde?  He  remains 
on  Tidewater's  board,  but 
he's  also  combing 
through  the  business  prop- 
ositions he's  gotten  since 
retiring.  "I  feel  proud  of 
Tidewater,"  he  says,  "but 
a  little  sad  to  be  leaving." 
-T.MJ 
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fied  subsidiaries,  where  regulators  can't  limit  profits.  The 
search  for  unregulated  niches  prompted  Panhandle  East- 
ern and  KX  Energy  to  buy  companies  diat  own  unregulat- 
ed pipeline  networks  connecting  individual  wells  to  a 
larger  pipeline.  Western  Gas  Resources,  a  potential  take- 
over target,  also  has  substantial  unregulated  pipelines. 


Among  oilfield  service  companies,  nonrecurring  gains 
helped  Dresser  Industries  and  Baker  Hughes.  But  operat- 
ing earnings  were  anemic.  "Last  year  was  ho-hum,  and 
1995  won't  be  any  better  for  the  industry,"  sighs  Baker 
Hughes  Chairman  James  Woods.  He  predicts  the  industry 
will  cut  more  staff"  and  sell  more  assets  this  year.  ■■ 


Energy 


Company 


Profitability 


Return  on  equity 


Return  on 
capital 
latest 


Growth 


Earnings  per  share 


Debt/         5-year         latest         5-year 


Net        Profit 
Sales     income    margin 


latest         latest 


average       12  mos       12  mos       capital       average       12  mos       average       12  mos       12  mos       12  mos       12  mos 


International  oils 

Exxon 

14.7 

13.2 

9.0 

18.3 

4.5 

-2.5 

5.7 

-9.4 

97,705 

4,700 

4.8 

Texaco 

12.8 

8.1 

6.3 

32.4 

NM 

-6.4 

-12.7 

-20.3 

32,139 

850 

2.6 

Royal  Dutch  Petroleum 

10.8 

9.4 

8.0 

9.1 

5.8 

12.4 

-2.8 

4.4 

97,154 

3,148 

3.2 

Amoco 

10.6 

13.4 

9.9 

20.5 

2.8 

0.7 

-7.5 

2.8 

25,633 

1,837 

7.2 

Chevron 

10.4 

9.1 

7.0 

15.0 

4.5 

-1.9 

NM 

-32.6 

30,305 

1,364 

4.5 

Mobil 

10.3 

8.8 

7.3 

17.4 

3.3 

0.0 

NM 

-29.9 

57,115 

1,585 

2.8 

British  Petroleum 

7.0 

8.6 

5.4 

44.8 

5.4 

5.1 

-16.6 

D-P 

54,924 

1,113 

2.0 

Medians 

10.6 

9.1 

7.3 

18.3 

4.5 

0.0 

-12.7 

-9.4 

54,924 

1,585 

3.2 

Other  energy 

Holly 

46.5 

43.4 

19.8 

46.3 

8.9 

-12.5 

NM 

3.7 

551 

21 

3.8 

Adams  Res  &  Energy 

26.7 

26.7 

20.4 

27.2 

63.1 

-11.7 

-13.4 

371.4 

636 

3 

0.4 

Union  Texas  Petrol 

26.6 

19.6 

5.9 

34.6 

-10.0 

8.7 

-11.2 

28.6 

723 

55 

7.6 

Mapco 

24.6 

11.9 

7.2 

41.6 

8.1 

6.4 

6.4 

-26.2 

2,782 

76 

2.8 

Tosco 

Atlantic  Richfield 

15.1 

15.2 

9.8 

52.1 

19.9 

93.5 

NM 

D-P 

5,710 

79 

1.4 

13.6 

4.5 

4.2 

43.8 

NM 

-11.5 

-25.8 

-71.6 

15,495 

278 

1.8 

Valero  Energy 

10.1 

0.1 

2.6 

43.0 

8.9 

25.2 

12.5 

-98.5 

1,557 

8 

0.5 

Ashland  Oil 

9.4 

13.7 

9.3 

45.3 

2.4 

-1.0 

6.1 

30.1 

9,457 

197 

2.1 

Burlington  Resources 

9.2t 

5.9 

5.2 

26.4 

10.6 

-2.3 

36.4 

-48.5 

1,246 

153 

12.3 

Diamond  Shamrock 

9.2 

11.1 

7.7 

38.6 

6.9 

-1.4 

-18.1 

125.0 

2,558 

62 

2.4 
8.4 

Apache 

9.1 

5.6 

4.3 

35.9 

25.7 

12.4 

14.8 

1.4 

519 

43 

Unocal 

9.1 

5.9 

5.2 

46.4 

-4.1 

-10.6 

31.5 

-53.3 

6,872 

208 

3.0 

Phillips  Petroleum 

8.9 

10.7 

7.2 

36.9 

NM 

-3.5 

-17.2 

-8.5 

12,074 

342 

2.8 

El  du  Pont  de  Nemours 

8.0 

21.0 

13.2 

32.0 

1.4 

4.5 

-24.2 

500.0+ 

33,970 

2,318 

6.8 

Witco 
Pennzoil 

7.7 
7.5 

7.0 
def 

5.4 

26.1 

5.2 

3.9 

-12.6 

5.9 

2,183 

54 

2.5 

def 

54.8 

1.7 

-3.5 

NM 

P-D 

2,391 

-180 

def 

Murphy  Oil 

6.3 

8.9 

7.6 

9.0 

NM 

2.6 

9.6 

17.5 

1,713 

109 

6.3 

Fina 

5.7 

4.8 

4.4 

39.9 

4.3 

-6.1 

-23.4 

-44.3 

3,319 

53 

1.6 

Kerr-McGee 

4.6 

4.3 

3.9 

26.2 

3.3 

1.3 

-10.0 

D-P 

3,356 

70 

2.1 

Louisiana  Land 

4.1 

0.4 

1.2 

49.4 

1.9 

4.4 

NM 

-88.9 

791 

2 

196 

0.2 
1.9 

USX-Marathon 

2.9 

6.3 

3.7 

45.6 

NM 

-2.6 

NM 

D-P 

10,344 

Quaker  State 

1.8 

9.4 

8.7 

16.8 

-3.1 

-2.9 

NM 

D-P 

720 

18 

2.5 

Amerada  Hess 

1.6 

def 

0.3 

51.2 

5.0 

13.6 

NM 

D-D 

6,534 

-69 

def 

Howell 

1.6 

0.5 

3.0 

26.3 

12.8 

-10.4 

NM 

-88.9 

408 

3 

0.7 

Oryx  Energy 

1.3 

def 

def 

58.9 

NM 

-11.3 

NM 

D-D 

1,040 

-270 

def 

Sun  Co 

0.7 

8.0 

6.4 

27.1 

-3.8 

-7.4 

NM 

-38.3 

7,153 

158 

2.2 

Crown  Central  Pet 

def 

def 

def 

13.3 

4.1 

-8.7 

NM 

D-D 

1,450 

-18 

def 

Occidental  Petroleum 

def 

def 

2.4 

45.5 

-19.8 

3.3 

NM 

D-D 

8,692 

21 

0.2 

Santa  Fe  Energy  Res 

def 

def 

def 

38.8 

8.6 

-13.4 

NM 

D-D 

396 

-71 

def 

Tesoro  Petroleum 
Hadson 

def 

15.5 

9.8 

54.6 

NM 

-0.3 

NM 

D-P 

858 

22 

2.5 

def 

NE 

def 

57.4 

-8.3 

40.1 

NM 

D-D 

706 

-11 

def 

Maxus  Energy 

def 

def 

2.1 

66.5 

6.6 

-8.3 

NM 

P-D 

722 

-24 

def 

Castle  Energy 

def 

NE 

30.0 

84.9 

NM 

42.0 

NM 

-47.6 

826 

30 

3.6 

Westmoreland  Coal 

def 

def 

def 

21.2 

-4.2 

-8.9 

NM 

D-D 

430 

-100 

def 

Pittston  Minerals 

def 

NE 

def 

124.8 

8.0 

13.9 

NM 

NA 

765 

-106 

def 

Petroleum  Heat  &  Pwr 

NE 

NE 

10.7 

144.9 

1.5 

-0.5 

NM 

D-D 

546 

3 

0.5 

Ultramar 

NA 

14.4 

11.0 

46.0 

6.8 

-5.1 

NA 

NA 

2,376 

80 

3.4 

Medians 

5.1 

5.6 

5.2 

43.0 

2.4 

-1.4 

NM 

-44.3 

1,557 

30 

1.9 

D-D:  Deficit  to  deficit.     D-P:  De 

ficitto  profit. 

P-D:  Pro 

fit  to  deficit. 

def:  Def 

icit.     NA: 

Not  available 

NE:  Ne 

gative  equity. 

NM:  Not 

neaningful. 

*Four-year  average.     tThree-ye 

v  average. 

For  furthe 

■r  explanatior 

,  see  pag 

2  125. 

Sources.-  Forbes:  Value  Line  Data  Bas 
Forbes  ■  January  2,  1995 

e  Service  via  On 

eSource  Ink 

rmation  Services. 
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Profitability 


Growth 


Net        Profit 
Sales     income    margin 


Company 


Oilfield  services 

Schlumberger 
Dresser  Industries 
Tidewater 
Baker  Hughes 
Halliburton 
Cameo  International 
Western  Atlas 

Medians 

Gas  producers 
&  pipeliners 

Sonat 

Western  Gas  Resources 

Enron 

Tejas  Gas 

Williams  Cos 

Panhandle  Eastern 
Mitchell  Energy 
Coastal 

Transco  Energy 
El  Paso  Natural  Gas 
USX-Delhi 

Medians 

Gas  distributors 

Nicor 

MCN 

Piedmont  Natural  Gas 

Washington  Gas  Light 

Peoples  Energy 

Laclede  Gas 
Brooklyn  Union  Gas 
Atlanta  Gas  Light 
UtiliCorp  United 
Assoc  Natural  Gas 

Wicor 
UGI 

Southwest  Gas 
Eastern  Enterprises 


Return  on  equity 


5-year         latest 


Return  on 
capital 
latest 


Earnings  per  share 


Debt/         5-year         latest         5-year 


average       12  mos       12  mos       capital       average       12  mos       average       12  mos       12  mos       12  mos       12  mos 


17.8 
9.9 
6.0t 
5.9 
def 
NA 
NA 

6.0 


15.8 

15.4* 

13.9 

10.7 

10.6 

6.9 

5.6 
3.0 
def 
NA 
NA 

10.6 


11.5 
31.4 
7.9 
7.7 
0.4 
8.0 
def 

7.9 


12.4 
1.3 
18.4 
10.3 
13.7 

10.5 
2.0 

10.1 
def 

12.5 
def 

10.3 


11.0 
22.1 

7.8 
6.5 
1.4 
6.6 
def 

6.6 


9.8 
3.1 
6.5 
7.1 
8.2 

6.6 
1.9 
6.0 
5.2 
7.4 
def 

6.5 


7.7 
23.6 

0.3 
33.9 
26.1 
18.2 
29.8 

23.6 


36.1 
47.0 
38.9 
54.7 
36.9 

37.8 
55.3 
50.8 
65.0 
43.1 
22.4 

43.1 


7.7 
7.2 
6.7 

NM 
5.1 
10.9 
9.8* 

7.2 


NM 
46.7 

NM 
29.4 

9.2 

5.9 

10.7 
4.3 
NM 

-4.0 
NM 

4.3 


1.1 
21.5 

3.0 
-7.3 
-8.9 

5.9 

NA 

2.0 


13.5 
27.4 

-20.2 
69.2 

-27.7 

-1.7 
-3.6 

2.9 
-0.3 
-2.8 

7.5 

-0.3 


10.0 
NM 
NM 
NM 
NM 
NA 
NM 

NM 


21.6 
38.4 
18.9 
10.5 
13.7 

NM 
-8.0 
NM 
NM 
NA 
NA 

10.5 


-17.8 

283.6 

50.9 

150.0 

D-P 

NA 

NA 


6,662 
4,942 

523 
2,505 
5,784 

606 
2,210 


150.0         2,505 


-34.1 

-90.7 

36.1 

39.6 

-9.3 

-5.2 
-76.3 
D-P 
P-D 
3.0 
NA 


1,869 
1,072 
8,619 
1,111 
1,878 

2,292 

941 

10,412 

2,922 

875 

568 


-7.2         1,869 


505 

351 

45 

131 

8 

29 

-127 

45 


169 
14 

449 
30 

235 

176 
16 

227 
15 
88 

-30 

88 


Industry  medians 

9.1 

8.9 

6.6 

39.6 

4.5 

1.1 

-23.4 

0.9 

All-industry  medians 

11.4 

12.6 

9.4 

32.8 

5.5 

6.3 

-18.8 

11.8 

1,581 
1,449 


55 
60 


D-D:  Deficit  to  deficit.     D-P:  Deficit  to  profit.     P-D:  Profit  to  deficit,     def:  Deficit.     NA:  Not  available.     NE:  Negative  equity. 
*Four-year  average.     tTh  ?e-year  average.        For  further  explanation,  see  page  125. 
Sources:  Forbes;  Value  Line  Data  Base  Service  via  OneSource  Information  Services. 
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NM:  Not  meaningful. 


7.6 
7.1 
8.5 
5.2 
0.1 
4.7 
def 

5.2 


9.1 
1.3 
5.2 
2.7 
12.5 

7.7 
1.7 
2.2 

0.5 

10.1 

def 

2.7 


16.2 

16.0 

9.7 

40.0 

1.4 

2.9 

1.6 

2.5 

1,752 

112 

6.4 

14.6 

18.0 

9.0 

49.4 

3.0 

7.2 

NM 

42.8 

1,581 

85 

5.4 

13.3 

12.8 

7.6 

46.8    ' 

5.6 

4.7 

3.2 

-7.9 

579 

37 

6.3 

12.3 

12.8 

8.4 

35.9 

4.7 

2.3 

2.9 

8.0 

915 

60 

6.6 

12.0 

11.8 

7.4 

40.5 

1.7 

1.6 

-1.5 

0.9 

1,279 

74 

5.8 

11.6 

11.6 

7.6 

35.5 

NM 

4.0 

2.9 

-11.8 

524 

22 

4.2 

11.1 

11.9 

7.5 

39.9 

6.7 

11.0 

2.9 

6.9 

1,339 

87 

6.5 

10.6 

10.8 

7.7 

41.0 

4.7 

6.2 

3.9 

8.3 

1,200 

63 

5.3 

10.3 

10.2 

6.9 

45.1 

19.2 

0.7 

-3.7 

13.1 

1,555 

94 

6.1 

9.7 

8.7 
12.4 

7.4 
8.8 

45.8 
30.9 

50.0 
1.7 

52.8 

7.4 

58.2* 

NM 

-11.6 
13.5 

2,017 
892 

19 

0.9 

9.2 

34 

3.9 

8.9 

9.2 

6.8 

45.0 

16.9 

3.5 

-8.2 

6.2 

757 

38 

5.0 

3.9 

5.8 

4.3 

56.5 

-3.7 

2.3 

-25.1 

11.8 

709 

20 

2.9 

3.6 

def 

1.9 

42.3 

9.9 

3.8 

NM 

P-D 

1,147 

-6 

def 

Medians 

10.9 

11.7 

7.5 

41.6 

4.7 

3.9 

0.1 

6.6 

1,174 

49 

5.3 

Integrated  gas 

Questar 

13.0 

18.7 

11.9 

30.4 

6.5 

-0.4 

21.8 

37.7 

654 

118 

18.0 

Equitable  Resources 

11.7 

9.6 

6.2 

27.1 

20.0 

38.2 

7.8 

-10.2 

1,398 

70 

5.0 

National  Fuel  Gas 

11.0 

11.1 

7.5 

29.9 

5.6 

11.9 

4.0 

3.7 

1,141 

82 

7.2 

Oneok 

10.1 

9.8 

6.1 

38.6 

5.0 

0.4 

1.7 

-6.3     . 

792 

36 

4.6 

KN  Energy 

9.8t 

3.0 

3.9 

34.5 

17.4 

10.2 

NA 

-62.6 
-3.2 

1,106 
3,278 

13 
196 

1.2 
6.0 

Consol  Natural  Gas 

9.4 

9.0 

5.9 

27.6 

2.7 

11.3 

-2.0 

Enserch 

4.0 

5.8 

4.6 

39.6 

-4.8 

-15.1 

NM 

D-P 

1,898 

49 

2.6 

NorAm  Energy 

1.8 

2.3 

5.3 

61.7 

8.0 

-1.8 

NM 

116.7 

2,956 

23 

0.8 

Columbia  Gas  System 

def 

18.7 

8.3 

47.9 

NM 

-7.3 

NM 

42.1 

3,074 

242 

7.9 

Pacific  Enterprises 

def 

13.7 

7.7 

39.9 

-16.2 

-6.0 

NM 

24.3 

2,772 

169 

6.1 

Trident  NGL  Holding 

NA 

def 

3.3 

63.6 

3.8 

NA 

NA 

NA 

533 

-4 

def 
5.0 

Medians 

9.6 

9.6 

6.1 

38.6 

5.0 

0.0 

-2.0 

14.0 

1,398 

70 

2.8 
4.3 
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"Our  corporate  clients  depend  on  us.  Their 
employees  depend  on  them.  So  when  we 
guarantee  a  rate  for  401K  plans,  we  protect 


ourselves  with  CBOT  T-Note  futures." 


f*2 


&*z& 


Thomas  R.  Watjen 
Executive  Vice  President  and 
Chief  Financial  Officer 
Provident  Life  and 
Accident  Insurance  Company 
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"Our  clients  are  intelligent  buyers,"  states  Watjen.  'They  demand  a  prudently  managed  portfolio!' 

After  all,  Provident's  clients  are  Fortune  500  companies  with  multi-million  dollar  401K  plans.  They 

rely  on  Provident's  stability  and  its  ability  to  manage  risk.  And  Provident  relies  on  CBOT  T-Note  futures  and 

options.  "They're  our  best  hedge  against  adverse  interest  rate  movement,"  asserts  Watjen.  "Nothing  matches  our 

risk  better' 

To  find  out  how  Treasury  futures  can  help  you  face  interest  rate  a    pi»^  Qi-korrl  AfTraHn 

risk,  call  for  a  copy  of  'Treasury  Futures  for  Institutional  Investors"  at  W    ^HlCagO  DOarCJ  OT  iraae 

1-800-THE-CBOT,  ext.  6002,  or  1-312-435-3558,  ext.  6002. 


Entertainment  &  information 


A  lot  happened  in  the  entertainment 
business  last  year.  But  a  lot  also 
didn't  happen. 


By  Lisa  Gubernick 


Disney's  Frank  Wells  died  and  Jeffrey  Katzenberg  quit. 
Sumner  Redstone's  Viacom  bought  Paramount.  Peter 
Guber  bailed  out  at  Sony,  which  later  took  a  $2.7  billion 
writeoff  on  its  movie  business.  Lew  Wasserman  and  Sid 
Sheinberg  talked  about  buying  MCA  back  from  Matsushita. 

But  the  real  story  was  what  didn't  happen.  Barry  Diller 
didn't  get  CBS.  TCI  and  Bell  Atlantic  didn't  merge.  None  of 
the  three  networks  was  sold,  and  the  cable  systems  never 
teamed  up  with  the  regional  phone  companies.  The  full- 
scale  launch  of  Time  Warner's  much  ballyhooed  interac- 
tive project  in  Orlando  has  been  delayed.  Ditto  AT&T's 
interactive  TV  deal  with  Viacom  in  Castro  Valley,  Calif. 

Merrill  Lynch  entertainment  analyst  Jessica  Reif  sums 
up  1994  this  way:  "It  was  the  year  of  the  undeal." 

But  if  investment  bankers  were  in  a  funk,  moviemakers 
weren't.  In  Hollywood,  box  office  revenue  for  1994  could 
hit  $5.5  billion,  an  alltime  high.  Paramount's  Forrest 
Gump  and  Disney's  Lion  King  are  neck-and-neck  for  the 
year's  biggest  hit.  Each  is  approaching  $300  million. 

The  baseball  strike  cut  the  four  TV  networks'  share  of  the 
prime-time  audience  from  74%  to  72%.  Even  so,  network 


ad  revenues  rose  9%  in  the  first  half  of  1994.  Local  stations' 
ad  revenues  did  even  better,  climbing  20%  in  some 
markets.  Higher  interest  rates  are  the  only  threat  to 
another  banner  year.  The  Federal  Communications  Com- 
mission is  thinking  about  raising  the  number  of  TV 
stations  that  companies  may  own  from  today's  limit  of 
12 — good  news  for  networks. 

Cable  was  hamstrung  by  federal  regulation  that  froze 
rates,  flattening  cash  flow.  Expect  improvements  in  1995: 
New  regulations  allow  operators  to  increase  fees  as  they 
add  channels.  Likely  winners  this  year:  Time  Warner, 
Continental  and  John  Malone's  TCI.  The  latter  boosted  its 
stock  by  announcing  a  new  capital  structure  to  create 
currency  and  fund  new  ventures  (FORBES,  Dec.  19,  1994), 
Time  Warner  is  said  to  be  considering  something  similar. 

Newspapers  seem  to  be  picking  up.  Ad  revenues  are  up 
7.5%  over  last  year,  linage  up  nearly  4%.  Profitability  is  up 
25%,  the  biggest  boosts  coming  from  publishers  like  A.H. 
Belo  (Dallas  Morning  News)  and  Central  Newspapers 
{Arizona  Republic  and  Phoenix  Gazette),  based  where  the 
economic  recovery  is  the  strongest.  ■■ 


Country  music's 
biggest  star 

Edward  L.  Gaylord  may 
be  the  biggest  beneficiary 
of  the  country  music 
boom.  Over  the  last  decade 
Gaylord  and  his  chief  ex- 
ecutive officer,  Earl  (Bud) 
Wendell,  have  trans- 
formed Gaylord  Entertain- 
ment Co.  from  a  motley 
assortment  of  television 
and  cable  stations  to  a 
$690  million  (estimated 
1994  sales)  country  mu- 
sic empire.  Its  holdings  in- 
clude The  Nashville  Net- 
work, Country  Music  Tele- 
vision, the  Grand  Ole 
Opry  two  amusement 
parks  and  a  hotel.  Market 
cap:  $1.8  billion.  Gaylord 
owns  20%. 

"Country  music  did 
not  have  all  this  growth  un- 
til we  created  tnn  and 
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Bud  Wendell  at  Gaylord's 
Wildhorse  Saloon 
From  a  few  TV  stations  to 
a  country  music  empire. 


CMT,"  Wendell  says.  He  be- 
lieves Gaylord's  growth 
will  come  from  those  net- 
works. Last  year  CMT  ex- 
panded its  European 
broadcasts  and  began 


broadcasting  in  Asia. 

Wendell  is  looking  for 
other  growth  areas  outside 
music.  In  December 
1993  Gaylord  Entertain- 
ment paid  $60  million  for 
a  minority  interest  in  the 
Bass  Pro  Shops,  one  of 
the  largest  purveyors  of 
outdoor  sports  equip- 


ment. Wendell  figures  it 
will  blend  nicely  with 
TNN,  which  carries  pro- 
gramming on  outdoor 
sports  like  boating,  fishing 
and  hunting. 

There  were  reports  in 
November  that  Gaylord 
might  be  sold,  but  the 
company  strongly  denied 
those  rumors. 

"Which  other  compa- 
nies in  the  U.S.  have  the 
power  of  a  television  net- 
work coupled  with  the 
tourism  and  entertain- 
ment products  we  have?" 
asks  Gaylord's  chief  fi- 
nancial officer,  Terry  Lon- 
don. "The  only  one  I  can 
think  of  is  Disney.  We're 
not  as  big,  but  in  some 
ways  it's  easier  to  make  a 
business  with  a  $2  billion 
market  capitalization 
grow  than  one  with 
$22  billion."  -L.G. 
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Entertainment 

Net 

Profit 

&  information 

Profitability 

Growth 

Sales 

income 

margin 

Return  on  equity 

Sales 

Earnings  per  share 

Return  on 

capital 

5-year 

latest 

latest 

Debt/ 

5-year 

latest 

5-year 

latest 

latest 

latest 

latest 

average 

12  mos 

12  mos 

capital 

average 

12  mos 

average 

12  mos 

12  mos 

12  mos 

12  mos 

Company 

% 

% 

% 

% 

% 

% 

% 

% 

Smil 

Smil 

% 

Broadcasting  &  cable 

King  World  Prods 

37.7 

22.0 

22.4 

0.0 

3.3 

1.3 

4.6 

-12.1 

481 

88 

18.4 

CBS 

25.6 

23.0 

15.6 

28.0 

4.7 

13.5 

NM 

-10.1 

3,899 

283 

7.3 

Gaylord  Entertainment 

14.0 

30.7 

11.1 

43.9 

8.5 

6.4 

NM 

128.2 

669 

70 

10.5 

Capital  Cities/ABC 

12.2 

16.7 

14.1 

12.5 

3.2 

10.8 

NM 

46.1 

6,160 

606 

9.8 

Viacom 

6.7 

5.9 

7.4 

60.3 

9.5 
10.7 

157.6 

NM 

-44.2 

5,116 

187 
42 

3.7 

Tele-Communications 

def 

1.5 

3.2 

57.6 

10.6 

NM 

D-P 

4,476 

0.9 

Comcast 

def 

NE 

3.4 

92.7 

22.0 

7.2 

NM 

D-D 

1,353 

-68 

def 

Cablevision  Systems 

NE 

NE 

def 

212.0 

6.0 

17.1 

NM 

D-D 

764 

-266 

def 

Multimedia 

NE 

NE 

23.1 

108.2 

7.7 

0.6 

21.7 

6.4 

632 

89 

14.1 

Turner  Broadcasting 

NE 

0.0 

5.6 

76.4 

18.4 
8.1 

30.8 
10.7 

NM 

-53.8 

2,519 
1,936 

34 
79 

1.3 

Medians 

def 

3.7 

9.3 

59.0 

NM 

-11.1 

5.5 

Movies 

AMC  Entertainment 

27.5 

8.9 

8.6 

67.2 

2.7 

8.9 

NM 

-39.0 

565 

13 

2.2 

Walt  Disney 

19.2 

21.7 

16.2 

19.6 

16.2 

17.9 

5.9 

65.9 

10,055 

1,110 

11.0 

Handleman 

13.8 

10.7 

9.2 

24.0 

12.8 

-1.7 

NM 

-14.5 

1,085 

31 

2.9 

Time  Warner 
Medians 

def 

def 

2.7 
8.9 

69.2 
45.6 

10.7 
11.7 

-15.3 
3.6 

NM 

D-D 

7,069 

-96 

def 

16.5 

9.8 

NM 

-26.8 

4,077 

22 

2.6 

Publishing 

Scholastic 

33.6* 

15.4 

15.6 

32.7 

15.5 

13.6 

59.7* 

-17.5 

641 

29 

4.5 

Reader's  Digest  Assn 

33.1 

28.8 

27.5 

1.1 

9.9 

1.9 

13.0 

-26.4 

2,880 

221 

7.7 

Pulitzer  Publishing 

31.7 

26.5 

13.3 

51.8 

1.1 

15.1 

NM 

21.1 

473 

32 

6.8 

Dun  &  Bradstreet 

23.4 

40.3 

37.3 

0.0 

2.1 

2.7 

NM 

-19.1 

4,807 

446 

9.3 

Gannett 

20.9 

23.0 

15.9 

32.4 

1.2 

4.6 

1.9 

16.0 

3,759 

445 

11.8 

News  Corp 

17.9 

16.3 

8.7 

49.5 

9.6 

8.8 

NM 

105.0 

8,733 

738 

8.5 

Washington  Post 

15.6 

14.8 

13.9 

4.3 

1.2 

4.2 

-10.3 

10.7 

1,559 

160 

10.3 

Knight-Ridder 

14.5 

13.6 

10.9 

23.2 

2.5 

7.0 

-5.6 

22.1 

2,588 

169 

6.5 

EW  Scripps 

14.0 

18.4 

13.4 

10.7 

NM 

-1.0 

12.4 

22.5 

1,206 

159 

13.2 

Banta 

13.8 

15.3 

13.4 

17.4 

6.5 

11.9 

7.8 

14.1 

760 

1,810 

46 
138 

6.0 
7.6 

American  Greetings 

13.3 

13.1 

12.0 

5.6 

7.7 

5.8 

17.8 

15.2 

AH  Belo 

12.7 

16.8 

8.8 

43.5 

6.9 

10.0 

25.4 

35.8 

592 

58 

9.9 

RR  Donnelley  &  Sons 

12.6 

14.1 

10.3 

28.0 

9.3 

10.6 

-1.6 

50.9 

4,741 

260 

5.5 

Houghton  Mifflin 

12.2 

28.0 

25.1 

27.1 

4.7 

5.0 

NM 

220.0 

480 

60 

12.4 

Tribune 

10.7 

16.6 

14.3 

8.6 

-4.2 

4.6 

NM 

35.6 

2,084 

231 

11.1 
8.5 

Central  Newspapers 

10.6 

14.7 

14.3 

0.8 

1.5 

10.7 

-3.1 

49.1 

506 

43 

McGraw-Hill 

10.5 

24.0 

13.2 

44.3 

3.9 

31.3 

NM 

500.0+ 

2,746 

198 

7.2 

Times  Mirror 

9.9 

14.6 

11.0 

25.4 

2.4 

-7.7 

-15.7 

198.6 

3,419 

282 

8.3 

Dow  Jones 

9.5 

11.4 

10.4 

14.2 

3.4 

7.5 

-15.0 

30.8 

2,037 

170 

8.4 

McClatchy  Newspapers 

9.0 

11.2 

9.8 

0.0 

4.7 

3.7 

NM 

43.3 

464 

44 

9.4 

Meredith 

8.4 

12.9 

8.4 

27.6 

NM 

5.6 

NM 

96.8 

817 

34 

4.2 

Commerce  Clearing 

6.5 

19.9 

19.6 

2.6 

NM 

-1.4 

-30.7 

D-P 

569 

20 

3.5 

Media  General 

3.8 

50.4 

22.3 

30.0 

-3.8 

3.8 

15.7 

370.7 

616 

114 

18.5 

New  York  Times 

3.7 

8.8 

7.5 

19.1 

2.4 

29.0 

NM 

285.3 

2,388 

149 

6.2 

Harcourt  General 

def 

16.5 

9.4 

48.2 

7.0 

-8.6 

NM 

-3.6 

3,259 

151 

4.6 

Western  Publishing 

def 

def 

def 

49.7 

4.4 

-15.5 

NM 

D-D 

547 

-24 

def 

Valassis  Commun 

NE 

NE 

27.2 

388.1 
25.4 

5.3 

-12.8 

NM 

-94.8 

546 

3 

0.6 

Medians 

12.2 

15.4 

13.3 

3.4 

5.0 

-15.7 

30.8 

1,559 

149 

7.7 

Advertising 

Interpublic  Group 

21.5 

23.7 

18.5 

27.8 

10.3 

2.7 

12.8 

10.5 

1,814 

135 

7.5 

Omnicom  Group 

21.5 

25.1 

18.1 

38.8 

11.2 

15.0 

10.9 

14.2 

1,680 

101 

6.0 

ADVO 

16.3 

19.7 

21.3 

0.0 

10.2 

7.1 

NM 

400.0 

975 

25 

2.6 

Grey  Advertising 

11.4 

11.6 

13.2 

17.9 

9.4 

2.2 

NM 

-8.5 

589 

17 

2.9 

Saatchi  &  Saatchi 

def 

NE 

def 

188.6 

NM 

7.9 

NM 

D-D 

6,710 

-34 

def 

WPP  Group 

NA 

def 
15.7 

1.0 

36.5 

16.9 

12.3 

NM 

D-D 

2,248 
1,747 

-27 
21 

def 
2.8 

Medians 

16.3 

15.7 

32.1 

10.3 

7.5 

NM 

1.0 

Industry  medians 
All-industry  medians 

12.2 
11.4 

14.8 
12.6 

13.2 

28.0 

5.3 

7.0 

NM 

15.2 
11.8 

1,680 
1,449 

88 

6.8 

9.4 

32.8 

5.5 

6.3 

-18.8 

60 

4.3 

D-D:  Deficit  to  deficit.     DP:  De 

ficit  to  profit. 

P-D:  Pro 

it  to  deficit. 

def:  Def 

cit.     NA:  Not  available. 

NE:  Nega 

ive  equity. 

NM:  Not( 

meaningful. 

*Four-year  average.     tThree-ye< 

ar  average. 

For  furthe 

r  explanation,  see  pag 

5  125. 

Sources:  Forbes;  Value  Line  Data  Bas 

e  Service  via  On 

eSource  Info 

rmation  Services. 
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Financial  services 

What  the  Federal  Reserve  giveth 
it  also  taketh  away — 
especially  from  Orange  County. 


By  Matthew  Schifrin 

Palling  off  a  log  was  harder  than  making  money  in  banking 
in  1992  and  1993.  With  the  yield  curve  sloping  steeply 
upward,  even  the  dimmest  banker  could  borrow  from 
depositors  at  anemic  short-term  interest  rates,  invest  in 
long-term  Treasurys  and  pocket  the  spread.  With  ultralow 
short  rates,  the  Federal  Reserve  governors  saved  the 
banking  system  and  fueled  a  bull  market  in  stocks  and 
bonds;  brokerages  and  mutual  fund  houses  coined  money. 


Now  things  are  tougher.  The  Fed  hiked  rates  six  times — 
by  250  basis  points — in  1994,  greatly  flattening  the  yield 
curve.  Most  bank  stocks  fell  15%  to  20%  from  their  highs  in 
late  August;  savings  and  loans  stocks  were  down  even 
more.  In  December  the  unprecedented  bankruptcy  filing 
by  Orange  County,  Calif,  which  lost  an  estimated  $1.5 
billion  speculating  on  interest  rates  and  derivatives,  cast  a 
pall  of  uncertainty  over  financial  assets. 


Financial 

Net 

Profit 

services 

Profitability 

Growth 

Sales 

income 

margin 

Return  on  equity 

Sales 

Earnings  per  share 

Return  on 

capital 

5-year 

latest 

latest 

Debt/ 

5-year 

latest 

5-year 

latest 

latest 

latest 

latest 

average 

12mos 

12  mos 

capital 

average 

12  mos 

average 

12  mos 

12  mos 

12  mos 

12  mos 

Company 

% 

% 

% 

% 

% 

% 

% 

% 

$mil 

$mil 

% 

Multinational  banks 

Bankers  Trust  NY 

22.0 

17.4 

9.1 

54.9 

2.8 

3.3 

14.lt 

-12.4 

7,562 

793 

10.5 

JP  Morgan  &  Co 

18.7 

14.4 

10.3 

39.2 

6.0 

4.1 

25.4t 

2.5 

11,824 

1,414 

12.0 

BankAmerica 

15.2 

13.0 

8.3 

45.4 

9.3 

0.1 

9.9 

7.7 

15,996 

2,081 

13.0 

Republic  New  York 

14.0 

14.5 

6.7 

65.2 

NM 

5.7 

9.0 

14.1 

2,451 

331 

13.5 

First  Chicago 

10.2 

17.4 

12.6 

9.4 

33.3 

44.2 

-2.4 
-6.3 

1.2 
2.9 

NM 
NM 

-17.7 
^1.9 

4,837 
12,531 

689 

14.3 

Chemical  Banking 

8.8 

14.0 

1,462 

11.7 

Citicorp 

5.8 

24.8 

13.3 

49.3 

-1.9 

1.6 

NM 

89.2 

32,457 

2,955 

9.1 

Chase  Manhattan 

4.7 

17.5 

11.2 

37.3 

-3.4 

4.1 

NM 

465.5 

11,599 

1,289 

11.1 

Bank  of  Boston 

3.0 

16.0 

10.2 

43.0 

NM 

-10.8 

NM 

83.3 
7.7 

5,697 

424 

7.4 

Medians 

10.2 

16.0 

10.2 

44.2 

-2.4 

2.9 

NM 

11,599 

1,289 

11.7 

Regional  banks 

Norwest 

20.0 

21.0 

12.0 

60.1 

16.7 

14.6 

12.8 

18.0 

5,789 

771 

13.3 

State  Street  Boston 

19.1 

18.0 

16.9 

9.8 

10.3 

20.1 

13.7 

13.4 

1,772 

202 

11.4 

Fifth  Third  Bancorp 

18.4 

18.8 

16.3 

11.9 

11.1 

'17.5 

13.6 

16.5 

1,107 

232 

21.0 

Firstar 

18.3 

17.6 

16.6 

9.2 

9.4 

2.3 

6.9 

3.6 

1,234 

204 

16.5 

Northern  Trust 
Banc  One 

17.9 
17.5 

16.4 
15.8 

9.4 
14.3 

43.7 
19.1 

3.2 
22.0 

12.5 
14.1 

6.8 
13.6 

12.5 

1,403 

185 
1,227 

13.2 

15.6 

8.8 

7,846 

Huntington  Bancshs 

16.9 

19.1 

14.4 

40.1 

9.0 

0.9 

11.8 

13.0 

1,478 

253 

17.2 

SunTrust  Banks 

16.8 

14.3 

12.9 

21.6 

NM 

2.8 

9.1 

15.3 

3,162 

510 

16.1 

First  Tennessee  Natl 

16.8 

18.6 

19.0 

10.9 

6.4 

24.6 

20.2 

23.2 

1,026 

140 

13.6 

Bancorp  Hawaii 

16.7 

14.5 

12.1 

34.7 
0.1 

9.2 

NM 

-0.3 

7.9 

14.7 

937 

136 

14.5 

Old  Kent  Financial 

16.5 

16.4 

16.4 

4.4 

9.3 

5.5 

841 

133 

15.8 

CoreStates  Financial 

16.3 

10.4 

6.8 

43.9 

3.9 

14.4 

NM 

-36.1 

2,342 

223 

9.5 

SouthTrust 

16.1 

15.8 

12.0 

32.4 

10.8 

14.2 

11.6 

11.2 

1,217 

167 

13.7 

Integra  Financial 

15.8 

16.0 

14.5 

30.6 

10.4 

4.0 

22.8 

3.1 

1,102 

167 

15.2 

US  Bancorp 
First  Empire  State 

15.7 

8.4 

7.0 
14.5 

38.1 
9.5 

6.6 
10.6 

-0.8 

-1.6 

10.2 
19.6 

-42.7 

17.1 

1,947 

153 

7.8 
13.3 

15.7 

15.8 

845 

112 

Wachovia 

15.7 

17.1 

10.9 

59.5 

6.3 

5.7 

7.6 

9.3 

2,866 

520 

18.1 

National  City 

15.4 

15.8 

13.7 

22.0 

3.5 

5.4 

2.8 

11.8 

2,822 

422 

14.9 

First  of  America  Bank 

15.4 

15.4 

14.1 

33.3 

14.2 

1.3 

4.3 

7.1 

1,837 

234 

12.7 

Premier  Bancorp 

15.4 

18.2 

18.5 

42.6 

-3.8 

12.9 

lll.Ot 

-1.6 

386 

70 

18.2 

D-D:  Deficit  to  deficit.     D-P:  De 

ficit  to  profit. 

P-D:  Prol 

it  to  deficit. 

def:  Def 

cit.     NA:  Not 

available. 

NE:  Negative  equity. 

NM:  Notr 

neaningful. 

*Four-year  average,     tihree-yej 

r  average. 

Forfurthe 

r  explanation 

,  see  pag< 

:125. 

Sources:  Forbes;  Value  Line  Da'^  Has 

s  Service  via  On 

eSource  Info 

rmation  Services. 
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Playing  in  the 
big  leagues 

Even  with  the  Civil  War 
still  raging,  Franklin  S.  Da- 
vis figured  in  1864  that  a 
national  banking  system 
would  catch  on  and  that 
Memphis  would  need  to  fi- 
nance its  recovery  once 
the  war  ended. 

One  hundred  thirty- 
one  years  later,  Davis'  lega- 
cv,  S10  billion  (assets) 
First  Tennessee  National,  is 
again  blazing  a  trail  in  its 
industrv.  While  most  re- 
gional banks  its  size  have 
fee  income  equal  to  about 
25%  of  revenues,  First 
Tennessee  now  generates 
half  of  its  SI  billion  in 
revenues  from  such  fee 
businesses  as  bond  under- 
writing, mortgage  bank- 
ing and  trust  services.  That 
puts  it  on  a  par  with  big 
New  York  City  mavericks 
like  J. P.  Morgan  and 
Bankers  Trust. 

By  emphasizing  fee- 
based  businesses,  First  Ten- 
nessee has  avoided  manv 
of  the  cyclical  swings  banks 
tend  to  suffer.  Over  the 
past  five  years,  earnings  per 
share  grew  at  an  average 
rate  of  20%;  return  on  equi- 
ty, nearly  17%.  Medians 
for  this  industry:  5.4%  and 
14%,  respectively. 

Another  key  to  success, 
says  First  Tennessee's  chief 
executive,  Ralph  Horn, 
53,  is  its  location.  As  the 
largest  bank  in  the  state, 
with  200  bank  branches  in 
most  of  its  metropolitan 
and  suburban  regions,  First 
Tennessee  has  been  able 
to  take  advantage  of 
Tennessee's  fast- growing 
economy.  Economic 
growth  and  good  credit 
analysis  have  held  First 
Tennessee's  nonper- 
forming  loans  as  a  percent- 
age of  assets  to  just 
0.38%,  versus  an  average 
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First  Tennessee  National's 

Ralph  Horn 

A  southern  trailblazer. 


0.96%  for  similar-size 
banks  nationwide. 

First  Tennessee's 
growing  check-clearing 
business  also  benefits 
from  the  Memphis  loca- 
tion, thanks  to  nearby 
neighbor  Federal  Express 
Corp.  Using  the  FedEx 
overnight  delivery  service, 
First  Tennessee  is  becom- 
ing one  of  the  most  efficient 
check-clearing  banks  in 
the  nation.  Irs  125-person 
check-clearing  unit  is 
housed  right  on  FedEx 
premises.  About  1  mil- 


lion checks  from  all  over  the 
nation  arrive  via  FedEx  in 
Memphis  each  night  at 
1 1 :30.  They  are  cleared 
and  loaded  back  onto  air- 
planes at  3  a.m.,  slashing 
clearing  time  to  less  than 
a  day. 

First  Tennessee 
doesn't  dodge  every  bullet. 
Revenues  at  its  bond 
trading  business  were  off 
20%  through  the  first 
nine  months  of  1994.  Still, 
other  large  bond  trading 
firms  are  suffering  much 
larger  declines.  "We  were 
lucky  because  we  don't 
trade  bonds  for  our  own 
account,"  says  Horn.  "We 
just  distribute  them." 


Lately  Horn  has 
moved  into  mortgage 
banking.  Since  late  1993 
First  Tennessee  has  pur- 
chased four  mortgage 
firms  and  increased  its 
mortgage  servicing  port- 
folio from  $1  billion  to  $13 
billion.  With  rates  rising, 
these  portfolios  tend  to  ap- 
preciate because  the  un- 
derlying mortgages  are  per- 
ceived to  be  less  likely  to 
be  prepaid. 

First  Tennessee's  stock 
rose  nearly  9%  during 
1994.  Even  so,  at  a  recent 
40%,  it  sells  for  less  than  9 
times  estimated  1995 
earnings  and  1.8  times 
book  value .  -M .  S . 
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"Bankers  can't  merely  surf  the  yield  curve  anymore," 
says  Brent  Erensel,  an  analyst  at  UBS  Securities  in  New  York 
City.  "Now  they  must  manage  the  yield  curve  and  their 
revenue  sources  and  be  mindful  of  expenses." 

Smart  bankers  have  already  been  doing  that.  They  have 
been  slow  to  raise  the  rates  they  pay  depositors,  much 
quicker  to  raise  their  prime  lending  rates.  For  many  banks 
1994  spreads  weren't  much  below  their  1993  peak  of  475 
basis  points.  Los  Angeles- based  First  Interstate  greatly 
increased  its  net  interest  margins  during  1994.  With  loan 
demand  up,  Citicorp's  return  on  equity  for  the  latest  12 


months  was  25%;  regionals  like  Midlantic,  Michigan 
National  and  Norwest  all  had  returns  over  20%.  Norwest  is 
expanding  its  mortgage  business  with  a  $250  million  deal 
for  Directors  Mortgage  Loan  Corp.  Less  happy  were 
owners  of  banks  that  accumulated  big  portfolios  of  long- 
term  bonds,  often  enhanced  by  derivatives.  Examples 
include  BancOne,  Keycorp  and  pnc  Bank. 

As  the  bull  stock  and  bond  markets  stumbled,  brokerage 
industry  profits  dropped  by  nearly  80%,  to  $1.8  billion 
(pretax).  Blame  the  Fed  again.  According  to  the  Securities 
Industry  Association,  bonds  lost  $1  trillion  in  value  in  1994. 


Financial 

Net 

Profit 

services 

Profitability 

Growth 

Sales 

income 

margin 

Return  on  equity 

Sales 

Earnings  per  share 

Return  on 

capital 

5-year 

latest         latest 

Debt/ 

5-year 

latest 

5-year 

latest 

latest 

latest 

latest 

average 

12  mos       12  mos 

capital 

average 

12  mos 

average 

12  mos 

12  mos 

12  mos 

12  mos 

Company 

% 

%              % 

% 

% 

% 

% 

% 

$mil 

$mil 

% 

NBD  Bancorp 

14.9 

16.2            12.8 

42.3 

8.3 

1.8 

3.7 

11.6 

3,306 

525 

15.9 

First  Union 

14.7 

16.7            12.2 

36.8 

13.1 

13.2 

12.2 

11.0 

6,057 

889 

14.7 

Comerica 

14.6t 

17.0           12.4 

60.2 

NM 

10.5 

5.4 

14.8 

2,437 

381 

15.6 

Mellon  Bank 

14.5 

13.9             9.5 

26.8 

-2.0 

20.3 

16.9* 

5.9 

3,733 

506 

13.6 

PNC  Bank 
AmSouth  Bancorp 

14.5 
14.3 

16.8           15.1 

19.6 

NM 

9.8 

NM 

4.6 

4,577 

753 

16.5 

13.9            14.0 

24.3 

2.3 

33.0 

8.6 

2.7 

1,190 

164 

13.8 

KeyCorp 

14.0 

17.7            14.0 

30.5 

2.9 

1.2 

15.3 

5.7 

5,263 

782 

14.9 

Boatmen's  Bancshs 

13.9 

16.0           14.0 

20.1 

9.2 

7.8 

19.4 

25.0 

2,221 

340 

15.3 

Mercantile  Bancorp 

13.6 

15.5           15.5 

21.7 

5.1 

11.2 

21.9 

15.4 

977 

152 

15.5 

BanPonce 
Wells  Fargo 

13.6 
13.6 

14.2            11.5 

33.1 

11.3 

11.9 

3.0 

19.5 

985 

120 

12.2 

21.3            11.1 

44.2 

NM 

0.7 

-7.4 

81.0 

4,912 

815 

16.6 

Marshall  &  llsley 

13.5 

7.9             7.9 

33.0 

3.7 

-0.2 

10.0 

-46.1 

1,166 

90 

7.7 

Commerce  Bancshs 

13.4 

13.2            13.2 

0.9 

2.7 

5.6 

9.2 

12.7 

605 

95 

15.7 

First  Fidelity  Bncp 

13.3 

16.1            14.0 

22.0 

-3.9 

1.9 

NM 

12.2 

2,488 

440 

17.7 

NationsBank 

13.0 

16.5            11.0 
14.8           13.0 

41.5 
24.8 

4.4 

28.5 

NM 

32.8 

12,552 

1,658 

13.2 

First  Security 

13.0 

7.6 

20.9 

14.5 

-0.4 

927 

126 

13.6 

Meridian  Bancorp 

12.5 

13.5            11.1 

23.2 

3.0 

-0.3 

NM 

8.2 

1,213 

160 

13.2 

Signet  Banking 

12.1 

16.0           13.6 

19.0 

-3.3 

19.2 

NM 

-0.9 

1,322 

157 

11.9 

First  Bank  System 

10.9 

18.6           13.7 

35.3 

NM 

7.5 

NM 

185.8 

2,292 

405 

17.7 

Bank  of  New  York 

10.6 

18.4            13.7 

25.9 

NM 

7.2 
8.2 

NM 

38.0 

4,032 

705 

17.5 

Crestar  Financial 

10.5 

15.4            14.1 

16.4 

NM 

NM 

26.1 

1,158 

165 

14.3 

Union  Bank 

10.5 

4.4             4.5 

25.5 

5.3 

-4.7 

-11.0 

-47.0 

1,228 

59 

4.8 

Barnett  Banks 

10.3 

16.3            14.1 

17.7 

4.1 

-5.6 

NM 

54.8 

3,049 

476 

15.6 

Fleet  Finl  Group 

9.4 

15.9           11.1 

44.0 

9.0 

-8.2 

NM 

31.1 

4,425 

584 

13.2 

First  American  Corp 

9.1 

16.7            15.6 

20.3 
26.2 

-7.6 

8.0 

NM 

15.1 

553 

97 

17.6 

First  Interstate  Bncp 

8.5 

19.3            14.8 

-9.9 

4.7 

NM 

40.2 

4,091 

678 

16.6 

Michigan  National 

7.1 

26.4           25.5 

5.5 

-3.8 

-1.5 

-24.8 

500.0+ 

938 

224 

23.9 

BayBanks 

5.9 

13.8           13.2 

6.5 

^.0 

1.0 

NM 

20.1 

835 

100 

12.0 

UJB  Financial 

5.8 

12.1            11.1 

16.0 

NM 

1.1 

NM 

67.4 

1,093 

121 

11.1 

Shawmut  National 
Hibemia 

2.1 
def 

12.4            12.0 
15.6            17.5 

43.4 

0.7 

-8.8 

13.1 

NM 

129.4 

2,178 
430 

278 

12.7 

-9.6 

18.3 

NM 

50.9    ' 

75 

17.4 

Midlantic 

def 

23.7            18.8 

22.2 

-12.9 

-4.1 

NM 

195.8 

1,030 

261 

25.3 

Riggs  National 
Medians 

def 
14.0 

13.3             8.1 
16.0           13.7 

44.5 

-9.7 

-9.4 

NM 

D-P 

347 

29 

8.4 

25.5 

3.5 

5.7 

5.4 

13.4 

1,403 

223 

14.9 

Thrift  institutions 

Anchor  Bancorp 

19.3 

12.1            10.5 

46.6 

-10.7 

-4.8 

NM 

-32.7 

529 

48 

9.1 

Golden  West  Finl 

17.9 

12.3             8.5 

47.7 

5.1 

-2.0 

16.4 

-8.1 

1,893 

251 

13.3 

Standard  Fedl  Bank 

15.5 

16.4           16.6 

1.8 

-3.4 

4.3 

17.9 

8.5 

802 

120 

14.9 

Washington  Mutual 

14.6 

16.0            14.0 

5.9 

12.2 

19.3 

NM 

1.7 

1,272 

176 

13.9 

TCF  Financial 

13.2 

18.1            16.7 

11.6 

-5.2 

2.9 

NM 

29.7 

472 

54 

11.4 

D-D:  Deficit  to  deficit.     D-P:  De 

ficitto  profit. 

P-D:  Profit  to  deficit. 

def:  Def 

Clt.       NA:  t 

slot  available. 

NE:  Neg 

ative  equity. 

NM:Notr 

neaningful. 

'Four-year  average.     tThree-ye 

sr  average. 

For  further  explanation 

, see  pag 

=  125. 

Sources:  Forbes;  Value  Lin:?  Data  Bas 

e  Service  via  OneSource  Information  Services. 
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The  big  losers  were  trading  departments  at  firms  like 
J. P.  Morgan,  Bankers  Trust  and  Salomon  Brothers.  Salo- 
mon's profits  fell  nearly  60%,  while  PaineWebber's  were 
off  almost  as  much  because  of  heavy  derivatives  losses  in  its 
proprietary  government  bond  hinds.  That  business  need- 
ed a  S268  million  bailout.  General  Electric,  tired  of  the 
scandalous  losses  at  Kidder,  Peabody,  sold  it  to  PaineWeb- 
ber  for  S670  million  in  PaineWebber  securities. 

Merchant  bankers,  including  the  Blackstone  Group, 
Forstmann  Little  and  KKR,  raised  money  last  year  and  are 
likely  to  play  the  mergers-and-acquisitions  game  again  in 


1995.  Wall  Street  recruiter  Joan  Zimmerman  of  G.Z. 
Stephens  predicts  that  investment  banking  could  be  a  big 
source  of  profits  for  the  brokerage  industry  in  1995. 

In  the  mutual  fund  industry,  depressed  financial  markets 
and  meager  returns  could  create  problems  for  fund  spon- 
sors. With  the  average  growth  fund  showing  a  1 .5%  loss  for 
1994,  funds  like  those  from  Franklin  Resources,  which 
charge  loads  up  to  5.75%,  aren't  likely  to  be  popular. 
Meanwhile,  the  unexplained  bookkeeping  errors  at  Fidelity 
Investments'  huge  Magellan  Fund  hung  above  the  industry 
like  a  dark  thunderhead  as  1994  came  to  a  close.  M 


Financial 

Net 

Profit 

services 

Profitability 

Growth 

Sales 

income 

margin 

Return  on  equity 

Sales 

Earnings  per  share 

Return  on 

capital 

5-year 

latest 

latest 

Debt/ 

5-year 

latest 

5-year 

latest 

latest 

latest 

latest 

average 

12  mos 

12  mos 

capital 

average 

12  mos 

average 

12  mos 

12  mos 

12  mos 

12  mos 

Company 

% 

% 

% 

% 

% 

% 

% 

% 

$mil 

$mil 

% 

FirstFed  Michigan 

6.4 

def 

def 

22.0 

-8.9 

-14.2 

14.6 

P-D 

646 

-56 

def 

Commercial  Federal 

6.0 

def 

def 

13.4 

-9.3 

3.2 

NM 

P-D 

407 

-14 

def 

Great  Western  Finl 

5.1 

5.5 

5.5 

46.7 

-3.1 

-0.7 

-28.5 

D-P 

2,812 

144 

5.1 

Coast  Savings  Finl 

4.1 

0.2 

2.2 

32.8 

-14.4 

-7.1 

NM 

-97.7 

544 

1 

0.2 

HFAhmanson 

3.0 

7.6 

7.4 

35.5 

-3.4 

0.3 

NM 

D-P 

3,175 

248 

7.8 

People's  Bank 

def 

16.8 

15.7 

0.0 

-5.1 

3.8 

NM 

98.9 

508 

67 

13.2 

Dime  Bancorp 

def 

16.6 

15.1 

1.2 

-11.3 

-3.6 

NM 

D-P 

606 

82 

13.5 

California  Federal 

def 

def 

def 

7.7 

-19.0 

-4.6 

NM 

D-D 

1,109 

-216 

def 

Glendale  Federal  Bank 

NA 

NA 

NA 

9.9 

-18.8 

1.2 

NA 

NA 

1,075 

-179 

def 

Medians 

6.0 

12.1 

8.5 

12.5 

-7.1 

-0.2 

NM 

1.7 

724 

61 

8.5 

Brokerage  &  commodity 

Charles  Schwab 

33.9 

33.8 

24.3 

29.2 

21.7 

17.8 

77.0 

8.6 

1,218 

130 

10.7 

inter-Regional  Finl 

26.2 

18.8 

17.9 

16.3 

14.1 

0.8 

NM 

-22.3 

501 

35 

6.9 

Alex  Brown 

24.0 

25.3 

22.2 

16.5 

20.4 

24.8 

75.3 

25.8 

671 

90 

13.4 

AG  Edwards 

23.0 

17.9 

18.1 

0.0 

21.2 

4.4 

30.3 

-0.5 

1,246 

143 

11.5 

Bear  Stearns  Cos 

22.4 

15.7             8.3 

59.2 

7.5 

15.0 

29.8 

-23.6 

3,479 

318 

9.1 

Morgan  Stanley 

21.4 

12.2             8.2 

55.2 

14.9 

2.6 

11.6 

-32.8 

9,120 

537 

5.9 

Merrill  Lynch 

20.4 

21.3 

11.9 

63.0 

8.5 

19.0 

90.8t 

-1.4 

18,259 

1,202 

6.6 

PaineWebber  Group 

16.5 

9.1 

6.6 

65.6 

8.4 

6.3 

NM 

-50.1 

4,001 

108 

2.7 

Salomon 

16.1 

4.3 

4.5 

71.1 

4.5 

-8.1 

28.7 

-59.5 

7,514 

234 

3.1 

Lehman  Bros  Holdings 

NA 

23.4             8.6 

76.3 

NA 

NA 

NA 

NA 

7,437 

674 

9.1 

Medians 

Lease  &  finance 

22.4 

18.4           10.2 

57.2 

14.1 

6.3 

29.8 

-22.3 

3,740 

189 

8.0 

Sallie  Mae 

40.4 

39.9 

3.4 

95.4 

NM 

8.1 

18.0 

8.6 

2,827 

427 

15.1 

Franklin  Resources 

34.9 

34.2 

22.4 

25.9 

27.5 

29.0 

24.2 

41.5 

827 

251 

30.4 

Federal  Natl  Mortgage 

31.3 

26.2 

7.2 

94.0 

8.3 

13.8 

26.9 

9.8 

17,757 

2,129 

12.0 

Federal  Home  Loan  Mtg 

24.5 

24.3 

7.2 

89.8 

11.9 

29.0 

13.6 

25.8 

6,664 

979 

14.7 

Countrywide  Credit 

21.0 

16.0 

9.7 

59.2 

51.6 

28.0 

56.3 

-18.8 

1,219 

143 

11.7 

Travelers 

19.2 

15.3 

9.6 

43.2 

31.6 

177.3 

20.8 

12.0 

16,280 

1,291 

7.9 

Beneficial 

15.0 

17.2 

7.5 

75.9 

6.1 

8.7 

8.3 

28.4 

2,074 

212 

10.2 

Household  Intl 

13.7 

15.4 

8.3 

76.7 

9.6 

3.6 

-8.0 

27.8 

4,546 

350 

7.7 

GATX 

11.7 

13.9 

6.3 

72.9 

13.6 

5.9 

NM 

23.2 

1,125 

83 

7.4 

Rouse 

def 

def 

5.1 
13.2 

93.9 

6.9 

5.0 

NM 

D-D 

673 

3 

0.5 

American  Express 

NA 

20.7 

46.9 

2.1* 

-1.7 

NM 

-17.6 

14,189 

1,336 

9.4 

Dean  Witter  Discover 

NA 

20.6           13.0 

50.9 

9.3 

12.4 

38.0* 

25.0 

6,333 

739 

11.7 

MBNA 

NA 

31.8           18.0 

62.2 

20.1 

29.0 

17.9 

26.0 

1,691 

248 

14.6 

Medians 

20.1 

20.6             8.3 

72.9 

9.6 

12.4 

17.9 

23.2 

2,827 

350 

11.7 

Industry  medians 

14.5 

16.0           12.3 

33.1 

3.8 

4.4 

6.8 

12.0 

1,837 

232 

13.2 

All-industry  medians 

11.4 

12.6             9.4 

32.8 

5.5 

6.3 

-18.8 

11.8 

1,449 

60 

4.3 

D-D:  Deficit  to  deficit.     D-P:  De 

ficit  to  profit. 

P-D:  Profit  to  deficit. 

def:  Def 

cit.     NA:  Not  available. 

NE:  Negat 

ive  equity. 

NM:  Notr 

meaningful. 

*Four-year  average.     tThree-ye< 

ir  average. 

For  further  explanation 

,  see  pag 

5  125. 

Sources.-  Forbes;  Value  Line  Data  Bas 

e  Service  via  OneSource  Information  Services. 
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rom  prompt  answers  to  timely  loss  recovery,  trie  essence  or  active  part- 
nership is  action.  (^)  Anticipating  and  responding  to  the  ever-evolving 
risk  management  needs  or  customers  and  agents  reflects  our  commitment 
to  total  quality  or  service.  A  commitment  that  distinguishes  tne  power  or 
our  partnership  from  ordinary  business  relationships,  (^y  As  a  memher 
or  the  Yv^rldwide  Zurich  Insurance  Group,  we  provide  extensive  financial 
strength  and  otter  long-term  active  partnership  to  you.  For  more  infor- 
mation, contact  your  agent  or  broker,  or  call  1-800-382-2150  today. 


A  MEMBER  OF  THE  WORLDWIDE 


ZURICH  INSURANCE  GROUP 


©1994  ZURICH  INSURANCE  COMPANY 


ZURICH-AMERICAN 

INSURANCE  GROUP 


■4r.iS 


Food  distributors 

Restaurants  struggled  with  overexpansion 
and  changing  consumer  spending  habits. 
Food  wholesalers  face  more  consolidation. 


By  Toddi  Gutner  Block 

"There  are  too  many  restaurants  chasing  too  few 
mouths,"  says  Peter  Oakes,  Merrill  Lynch's  restaurant 
analyst.  For  the  first  time  since  1990  the  average  restaurant 
stock  showed  a  loss  last  year — a  23%  decline  through  mid- 
November,  versus  a  0.2%  drop  in  the  S&P  500. 

Why  did  Wall  Street  lose  its  appetite?  Take  industry 
bellwether  Brinker  International,  a  casual  dining  chain 


(Chili's  Grill  &  Bar,  Brady's  American  Grill)  with  about 
500  restaurants  nationwide.  For  the  first  time  in  years, 
Brinker  recently  announced  it  expects  to  fall  short  of 
earnings  expectations  for  its  December  quarter.  Same- 
store  sales  are  down  2%  at  its  flagship  chain,  Chili's, 
because  of  increased  competition  and  weakness  in  its 
number  two  market,  Florida.  Meanwhile,  at  Lebanon, 


Food 

Net 

Profit 

distributors 

Profitability 

Growth 

Sales 

income 

margin 

Return  on  equity 

Sales 

Earnings  per  share 

Return  on 

capital 

5-year 

latest 

latest 

Debt/ 

5-year 

latest 

5-year 

latest 

latest 

latest 

latest 

average 

12  mos 

12  mos 

capital 

average 

12  mos 

average 

12  mos 

12  mos 

12  mos 

12  mos 

Company 

% 

% 

% 

% 

% 

% 

% 

% 

$mil 

$mil 

% 

Supermarkets 

&  convenience 

Quality  Food  Centers 

30.5 

18.7 

18.1 

0.0 

16.2 

9.1 

27.0 

-5.8 

547 

25 

4.6 

Albertson's 

24.4 

26.6 

18.8 

25.7 

10.7 

8.7 

15.7 

15.9 

11,693 

369 

3.2 

Safeway 

23.9 

45.9 

12.1 

75.0 

2.1 

0.5 

18.6 

108.4 

15,438 

211 

1.4 

Winn-Dixie  Stores 

23.2 

21.6 

20.6 

7.4 

3.8 

2.8 

13.4 

-6.0 

11,208 

220 

2.0 

Food  Lion 

18.6 

3.2 

3.9 

45.8 

14.9 

5.2 

14.1 

-72.7 

7,871 

29 

0.4 

Hannaford  Bros 

16.9 

15.1 

11.8 

32.4 

10.6 

5.6 

10.4 

10.7 

2,196 

60 

2.7 

Giant  Food 

16.2 

12.5 

10.8 

22.7 

3.3 

3.3 

-4.1 

2.0 

3,614 

89 

2.5 

American  Stores 

15.0 

18.2 

10.5 

49.8 

NM 

-0.9 

22.9 

24.0 

18,579 

317 

1.7 

Vons  Cos 

13.9 

6.9 

5.5 

55.8 

4.4 

-5.2 

-12.8t 

-11.6 

4,991 

36 

0.7 

Riser  Foods 

13.7 

2.6 

4.7 

56.4 

NM 

1.2 

-26.9* 

-76.0 

1,122 

2 

0.1 
2.8 

Casey's  General  Store 

13.7 

13.9 

9.8 

24.2 

9.1 

8.2 

19.1 

21.4 

643 

18 

Bruno's 

12.7 

10.4 

7.5 

38.6 

5.8 

-0.8 

-4.7 

-1.8 

2,847 

43 

1.5 

Weis  Markets 

12.4 

9.9 

9.8 

0.0 

3.2 

6.6 

-2.8 

3.7 

1,490 

73 

4.9 

Ruddick 

12.3 

11.5 

9.1 

28.0 

7.6 

10.2 

4.5 

7.1 

1,908 

32 

1.7 

Smith's  Food  &  Drug 

12.3 

8.5 

5.3 

53.2 

14.9 

6.7 

12.3 

-4.9 

2,954 

44 

1.5 

Marsh  Supermarkets 

11.4 

7.3 

5.9 

54.5 

6.4 

7.6 

NM 

-5.9 

1,231 

8 

0.7 

Schultz  Sav-0  Stores 

10.2 

12.9 

9.7 

30.5 

1.8 

-7.0 

NM 

80.0 

448 

5 

1.2 

Delchamps 

10.1 

7.3 

6.1 

16.3 

3.2 

2.0 

NM 

-31.7 

1,067 

10 

0.9 

Ingles  Markets 

7.5 

10.5 

8.2 

52.0 

7.2 

7.7 

-11.1 

58.2 

1,209 

16 

1.3 

Stop  &  Shop  Cos 

5.9 

36.8 

10.7 

62.6 

-6.3 

7.0 

NM 

29.7 

3,704 

75 

2.0 

Seaway  Food  Town 

5.4 

6.6 

5.8 

54.2 

1.2 

-3.6 

-12.4 

118.8 

546 

2 

0.5 

Buttrey  Food  &  Drug 

5.2t 

3.0 

def 

30.3 

-4.8t 

-9.6 

NM 

141.7 

398 

-722 

def 

Eagle  Food  Centers 

5.2 

def 

def 

68.6 

NM 

-4.2 

NM 

P-D 

»  1,024 

-25 

def 

Dairy  Mart 

4.0 

def 

1.7 

72.1 

1.9 

-1.1 

NM 

D-D 

563 

-4 

def 

Carr-Gottstein  Foods 

2.6t 

8.3 

7.1 

54.0 

7.3 

0.3 

NA 

103.7 

568 

9 

1.6 

Great  A&P  Tea 

2.0 

def 

1.9 

43.2 

NM 

-1.0 

NM 

D-D 

10,322 

-6 

def 

Village  Super  Market 

1.3 

def 

1.1 

39.9 

1.3 

-2.6 

NM 

P-D 

695 

-1 

def 

Foodarama  Supermkts 

def 

0.7 

5.1 

52.9 

6.3 

-8.6 

NM 

D-P 

621 

0 

0.1 

Penn  Traffic 

def 

142.8 

8.0 

92.7 

15.4 

8.4 

NM 

264.8 

3,319 

22 

0.7 

Kroger 

NE 

NE 

25.9 

223.8 

3.8 

0.4 

16.5t 

52.3 

22,776 

263 

1.2 

Natl  Convenience 

NA 

4.8 

5.4 

58.9 

-4.7 

0.3 

NA 

NA 

882 

3 

0.4 

Southland 

NA 

NE 

9.1 

227.7 

-5.6 

-3.2 

NM 

D-P 

5,745 

30 

0.5 

Medians 

11.9 

8.4 

7.8 

50.9 

3.5 

0.9 

-11.8 

7.1 

1,699 

24 

1.2 

D-D:  Deficit  to  deficit.     D-P:  De 

ficitto  profit. 

P-D:  Profit  to  deficit. 

def:  Def 

cit.     NA:  Not 

available. 

NE:  Negat 

ive  equity. 

NM:  Notr 

neaningful. 

*Four-year  average.     tThree-ye; 

ir  average. 

For  further  explanatior 

,  see  pag 

;125. 

Sources:  Forbes;  Value  Line  Data  Bas 

e  Service  via  OneSource  Information  Services. 
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Tenn. -based  Cracker  Barrel,  a  chain  of  180  "country- 
style"  restaurants,  revenues  were  off  slightly,  and  the 
chain's  growth  rate  continued  to  slow. 

But  there  were  some  winners,  too.  Steakhouses  were 
hot.  With  a  16%  return  on  equity  last  year,  the  Lone  Star 
Steak  House  &  Saloon  chain,  with  revenues  of  $164 
million,  was  the  most  profitable  company  in  Forbes' 
annual  survey  of  the  Best  Small  Companies  in  America 
(Nov.  7,  1994).  Why?  Americans  are  eating  less  red  meat, 


but  when  they  do,  they  like  to  eat  a  good  steak  (Forbes, 
Dec.  5,  1994).  (Lone  Star,  as  well  as  competitors  such  as 
Outback  Steakhouse,  was  too  small  to  make  the  Annual 
Report  on  American  Industry  this  year.) 

U.S.  beef  prices  dropped  25%  last  year,  allowing 
McDonald's  and  Grand  Metropolitan's  Burger  King  to 
lower  prices  and  step  up  promotions.  McDonald's  earn- 
ings grew  15%  over  the  last  12  months.  At  Wendy's 
International,  earnings  rose  19%.  Both  chains  improved 


Small  investments, 
big  result 

Hannaford  Bros,  was 
started  as  a  small  fruit  and 
vegetable  shop  in  Port- 
land, Me.  in  1883.  Today 
it's  a  $2  billion  (sales)  su- 
permarket chain  that  is 
among  the  largest  in  the 
Northeast.  It  has  118 
stores,  mainly  in  New  En- 
gland and  New  York;  they 
operate  under  the  Shop 
'n  Save,  Alexander's  and 
Sun  Foods  banners. 

Though  dwarfed  by 
the  likes  of  SI  5  billion 
Safeway  and  S23  billion 
Kroger,  Hannaford  is  a 
standout  when  it  comes 
to  profitability.  Of  the  su- 
permarket chains  fol- 
lowed in  the  Forbes  Annual 
Report  on  American  In- 
dustry, only  three  other 
companies  show  net  prof- 
it margins  higher  than 
Hannaford's  2.7%  for 
last  year. 

Hannaford's  15%  re- 
turn on  equity  for  1994  was 
nearly  double  the  indus- 
try median  of  8.4%.  "Han- 
naford, which  did  well 
despite  a  weak  Northeast 
economy,  should  be  able 
to  maintain  profits  during 
its  expansion  into  new 
markets,"  says  Merrill 
Lynch  food  analyst  Gary 
Vineberg. 

In  a  thin-margin  busi- 
ness like  groceries,  the  key 
is  overhead  control.  Han- 
naford Chief  Executive 
Hugh  Farrington,  49,  a 


26-year  veteran  at  the 
chain,  aggressively  uses 
new  technology  to  gain  op- 
erating efficiencies.  Usu- 
ally the  investments  are  rel- 
atively small,  but  their  re- 
sults add  up. 

Last  year  Farrington 
spent  S2.3  million  on  a  sat- 
ellite network  that  links 
all  the  stores.  Used  to  trans- 
fer pricing  and  inventory 
data  between  the  stores  and 
headquarters,  the  net- 
work not  only  speeds  up  the 
collection  of  information 
but  also  saves  about 
$500,000  a  year  in  tele- 
phone charges. 

Also  last  year,  Farring- 
ton purchased  the  firm's 
own  electronic  switch  to 


process  credit  and  debit 
card  transactions.  That 
will  save  another  $500,000 
a  year. 

Since  1992,  the  com- 
pany's computerized  labor 
scheduling  program  has 
eliminated  $4  million  in 
costs  by  quickly  adjusting 
staffing  to  changing 
store  needs. 

To  attack  escalating 
workers'  compensation 
costs,  Farrington  has  in- 
vested in  computer  pro- 
grams that  educate  store 
employees  on  health  and 
safety  issues.  So  far,  Han- 
naford has  trimmed  work- 
ers' comp  claims  by  some 
$1  million  from  a  year 
before. 


Hannaford's  Hugh  Farrington 
Improving  profits 
through  technology. 


Now  Farrington  wants 
to  push  beyond  his  tradi- 
tional territory.  Last  June 
he  bought  Wilmington, 
N.C. -based  Wilson's  Su- 
permarkets, a  fami- 
ly-owned chain  of  21 
stores,  for  $120  million. 

Five  new  stores  are  cur- 
rently under  development, 
and  six  more  will  be  add- 
ed over  the  next  year  and 
a  half. 

"Our  growth  hasn't 
been  meteoric,"  says  Far- 
rington, "but  we  pride 
ourselves  on  good  solid 
results."  -T.G.B. 
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productivity  in  existing  units  and  opened  new  stores. 

In  lieu  of  building  traditional  stand-alone  outlets,  many 
fast-food  chains  are  moving  into  locations  with  high 
pedestrian  traffic.  McDonald's,  for  example,  is  opening 
outlets  in  Wal-Mart  and  Home  Depot  stores.  Taking  a 
page  from  the  pizza  chains,  McDonald's  is  introducing 
home  delivery  service  in  Manhattan. 

In  terms  of  profitability,  grocery  stores  fared  worse  than 
restaurants  did.  The  median  return  on  equity  for  grocery 
chains  dropped  from  10.4%  to  8.4%  in  1994.  Yet  Standard 
&  Poor's  supermarket  stock  index  rose  9%  last  year.  Why? 

Many  grocery  chains  benefited  from  strong  private- 
label  sales  and  a  pickup  in  the  economy,  which  meant  that 
average  checkout  tabs  were  higher.  PepsiCo  has  begun  to 
market  products  under  its  Taco  Bell  Mexican  restaurant 
name  in  supermarkets. 

One  big  disappointment:  warehouse  clubs.  Once  ex- 
pected to  take  up  to  12%  of  the  supermarkets'  $390  billion 
business,  warehouse  clubs  currendy  command  only  a  5% 
share.  Market  saturation,  consumer  disenchantment  and 


aggressive  supermarket  competition  pared  down  the  ware- 
house clubs'  30%  annual  sales  gains  of  the  mid-1980s  to  7% 
last  year.  Big  losers:  Price/Costco  and  Waban's  B.J.'s 
division  (see  table,  p.  193). 

Big  isn't  always  ugly,  however.  Wal-Mart  is  aggressively 
rolling  out  its  supercenters — 150,000-to-220,000- 
square-foot  supermarkets  combined  with  general  mer- 
chandise stores — in  small  rural  towns  where  few  large 
supermarket  chains  are  situated.  Kmart  is  also  building 
supercenters  and  plans  to  have  nearly  100  by  the  end  of  the 
year.  Industry  watchers  expect  such  stores  to  steal  up  to  6% 
of  the  grocery  market  by  1997,  but  traditional  chains  like 
Safeway  are  betting  that  shoppers  won't  want  to  buy  their 
apples  where  they  buy  their  auto  supplies. 

Food  wholesalers  like  Nash  Finch  &  Co.  and  Super 
Food  Services  may  be  more  vulnerable  than  grocery  stores 
to  the  supercenters.  That's  because  food  wholesalers' 
biggest  customers  are  independent  grocery  stores,  the 
prime  target  of  the  supercenters.  Expect  the  food  whole- 
sale industry  to  continue  consolidating.  ■■ 
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Food  wholesalers 

Richfood  Holdings 

21.8 

19.6            14.1 

31.3 

NM 

12.2 

65.3* 

3.1 

1,278 

18 

1.4 

Sysco 

19.2 

19.2            13.3 

27.4 

9.8 

8.7 

14.5 

12.7 

11,216 

227 

2.0 

Supervalu 

17.6 

14.4             9.2 

51.4 

11.0 

4.7 

7.6 

4.1 

16,122 

182 

1.1 

Nash  Finch 

10.1 

8.7             7.7 

32.0 

4.9 

3.3 

NM 

0.0 

2,810 

17 

0.6 

Fleming  Cos 

8.3 

def             2.8 

43.1 

4.1 

8.7 

-10.9 

P-D 

14,204 

-1 

def 

Super  Food  Services 

5.9 

6.9             6.7 

29.6 

-9.3 

-3.0 

-13.3 

-4.7 

1,130 

9 

0.8 

Rykoff-Sexton 

1.4 

4.8             5.0 

50.5 

3.0 

5.1 

-15.2 

D-P 

1,558 

8 

0.5 

Medians 

10.1 

8.7             7.7 

32.0 

4.1 

5.1 

-10.9 

3.1 

2,810 

17 

0.8 

Restaurant  chains 

PepsiCo 

25.7 

26.8            12.9 

43.5 

13.6 

13.6 

14.0 

24.6 

27,072 

1,713 

6.3 

McDonald's 

19.4 

19.2            12.5 

26.4 

5.8 

9.3 

10.8 

15.4 

7,983 

1,180 

14.8 

Morrison  Restaurants 

18.0 

26.9           24.5 

0.6 

7.7 

3.2 

11.4 

59.7 

1,169 

61 

5.2 

Cracker  Barrel 

17.9 

14.7            13.9 

5.4 

30.9 

23.1 

31.6 

19.5 

673 

59 

8.8 

Brinker  Intl 
Bob  Evans  Farms 

17.3 

16.4            16.7 

1.3 

24.7 

30.1 

26.1 

20.4 

11.3 

920 
719 

65 

7.1 

15.6 

15.1            14.8 

0.0 

11.3 

6.9 

11.8 

50 

6.9 

Wendy's  Inti 

12.1 

14.9           12.2 

18.3 

4.7 

5.2 

24.9 

18.7 

1,348 

93 

6.9 

Vicorp  Restaurants 

11.3 

7.2             7.1 

20.1 

5.4 

0.2 

14.5* 

-32.9 

423 

11 

2.6 

CKE  Restaurants 

7.3 

2.8             4.3 

38.2 

NM 

-4.6 

-16.5 

D-P 

453 

3 

0.6 

Sizzler  Intl 

def 

def             def 

8.2 

4.8 
2.0 

-3.7 
-22.1 

NM 

P-D 

481 
3,022 
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-1,238 

def 
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def* 

NE             def 
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NM 

D-D     » 

Shoney's 

NE 

NE           47.1 
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7.9 

7.1 

10.1 

D-P 

1,181 

63 

5.3 
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1,053 

-36 
59 

def 
5.3 
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14.7            12.5 
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12.1 
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41.5 

4.5 

3.2 

-4.1 

10.7 

1,313 

24 
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11.4 

12.6             9.4 

32.8 

5.5 

6.3 

-18.8 

11.8 
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60 

4.3 

D-D:  Deficit  to  deficit.     D-P:  De 

ficit  to  profit. 

P-D:  Profit  to  deficit. 

def:  Def 

cit.     NA:  Nol 

available. 

NE:  Negat 

ve  equity. 

NM:  Notr 

neaningful. 

*Four-year  average.     tThree-ye< 

ir  average. 

For  further  explanatior 

i,  see  pag 

;125. 

Sources:  Forbes;  Value  Line  Data  Bas 

e  Service  via  OneSource  Information  Services. 

172 


Forbes  ■  January  2,  1995 


The  real  reason  many  CEOs  are  unavailable  for  comment. 


Ihese  days,  more  and  more  chief  exec- 
utives can't  be  reached  because  they're 
behind  closed  doors. 

The  doors  of  the  1995  Range  Rover 
County  LWB,  to  be  exact. 

Because  with  its  permanent  four- 
wheel  drive  and  4.2  liter  V-8  engine,  the 
Range  Rover  County  LWB  can  easily 
take  people  places  even  cellular  phones 
can't  reach. 

Not  to  mention  lesser  4x4s. 


And,  in  addition  to  such  confidence- 
inspiring  features  as  electronic  traction 
control  and  anti-lock  brakes,  it's  the 
first  4x4  to  offer  dual  airbags,  to  better 


Wm  *%  jfi§ 


RANGE  ROVER 


protect  the  corporate  assets. 

This  Range  Rover  also  boasts  a  com- 
pletely redesigned  and  reengineered 
interior,  offering  a  level  of  comfort  and 
polish  impressive  even  to  owners  of 
earlier  Range  Rovers. 

Even  at  just  under  #53,000*  many 
consider  it  quite  a  value.  So  why  not  call 
1-800-FINE  4WD  for  a  dealer  near  you? 

And  start  climbing  something  besides 
the  corporate  ladder. 


Food,  drink  and  tobacco 

Things  are  looking  up  a  bit  for  the  tobacco  companies, 
but  the  war  continues  to  rage  on  between  brands 
and  private-label  goods. 


By  William  Heuslein 

Tobacco  companies  are  breathing  a  bit  easier.  The  new 
Republican-controlled  Congress  will  be  more  broad- 
minded  about  smoking,  and  the  industry  seems  to  have 
been  granted  a  reprieve  from  any  health-care-related  taxes. 
The  discount- cigarette  threat  has  subsided  somewhat, 
too.  Both  Philip  Morris  and  rtr  Nabisco  have  increased 
their  advertising  and  promotion  of  premium  brands  and 


have  begun  to  restore  some  of  their  earlier  price  cuts. 
According  to  the  Maxwell  Consumer  Report  from  Wheat 
First  Securities,  premium  smokes  had  a  68%  market  share 
in  the  third  quarter  of  1994,  compared  with  a  66.5%  share 
in  the  third  quarter  of  1993. 

The  big  question  mark  is  in  the  courtrooms.  Recently  a 
Florida  judge   granted  class-action   status  to  cigarette 
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Food  processors 

General  Mills 

37.7 

32.4 

16.5 

39.1 

8.5 

2.5 

2.6 

-9.8 

8,408 

455 

5.4 

Wm  WrigleyJr 

33.6 

39.3 

37.8 

0.0 

9.5 

12.6 

14.5 

32.9 

1,555 

226 

14.5 

Kellogg 

32.9 

41.4 

29.4 

23.2 

8.4 

6.3 

11.3 

10.3 

6,536 

702 

10.7 

Thorn  Apple  Valley 

29.3 

14.1 

12.6 

21.5 

4.0 

4.9 

-9.0t 

3.3 

777 

13 

1.6 

Ralston-Purina 

26.7t 

26.1 

12.2 

53.8 

4.3 

-2.6 

NA 

-17.2 

5,759 

231 

4.0 

Quaker  Oats 

26.6 

27.6 

17.5 

41.3   ' 

4.1 

5.0 

11.6 

-33.4 

6,057 

201 

3.3 

HJ  Heinz 

25.2 

25.4 

17.0 

39.7 

4.2 

1.1 

6.0 

14.4 

7,200 

605 

8.4     ' 

Lancaster  Colony 

24.8 

28.4 

24.9 

11.9 

8.0 

13.3 

29.4 

28.5 

738 

62 

8.4 

Campbell  Soup 

24.5 

35.7 

26.6 

19.4 

2.9 

2.1 

NM 

149.1 

6,791 

661 

9.7 

CPC  International 

23.9 

17.4 

13.9 

27.6 

7.8 

5.5 

8.4 

-16.2 

7,155 

335 

4.7 

McCormick  &  Co 

23.9 

22.4 

14.0 

40.3 

5.7 

6.4 

15.4 

12.2 

1,647 

104 

6.3 

Pioneer  Hi-Bred  Intl 

20.7 

26.0 

22.7 

6.4 

11.4 

10.1 

20.9 

56.9 

1,479 

213 

14.4 

Universal  Foods 

18.7 

19.2 

12.1 

35.8 

2.2 

4.3 

4.8 

4.2 

930 

51 

5.5 

Hershey  Foods 

18.5 

17.3 

14.7 

8.9 

9.9 

4.1 

8.1 

-9.7 

3,563 

252 

7.1 

Smithfield  Foods 

18.2 

17.3 

12.5 

48.1 

12.0 

16.8 

NM 

500.0+ 

1,521 

29 

1.9 

ConAgra 

18.0 

17.9 

12.3 

43.0 

14.4 

11.0 

9.9 

17.1 

24,071 

446 

1.9 

Hormel  Foods 

17.7 

20.7 

20.5 

0.9 

4.5 

7.4 

10.4 

17.6 

3,065 

118 

3.9 

Dreyer's  Grand 

17.3 

2.9 

3.1 

38.8 

20.3 

16.4 

14.5 

-79.8 

533 

4 

0.7 

Dean  Foods 

16.2 

15.4 

12.3 

25.7 

6.8 

8.5 

2.9 

20.5 

2,486 

77 

3.1 

JM  Smucker 

16.0 

13.0 

11.8 

16.2 

6.4 

10.9 

3.7 

-15.9 

538 

31 

5.7 

Lance 

16.0 

11.9 

11.0 

0.0 

2.7 

3.0 

-4.5 

-6.9 

480 

29 

6.1 

Sara  Lee 

15.9 

6.1 

5.0 

19.7 

6.4 

8.4 

NM 

-67.8 

16,030 

244 

1.5 

Savannah  Foods 

14.9 

2.1 

2.9 

37.7 

3.2 

-3.8 

-7.9 

-82.2 

1,092 

4 

0.4 

Unilever  NV 

14.8 

13.1 

10.4 

12.0 

4.7 

1.4 

3.3 

-13.1 
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1,813 

4.1 

Flowers  Industries 
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NM 

-17.6 

1,006 

31 
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NM 
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4.8 
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25.3 

12.3 
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2.7 

NM 

D-P 
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84 

5.4 

WLR  Foods 

11.3 

12.7 

10.6 

26.3 

9.1 

15.8 

NM 

29.1 

759 

19 

2.5 
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11.0 

23.5 

12.5 

41.9 

6.9 

3.9 

6.0 
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31 

3.4 
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5.2 

4.8 

41.8 

5.3 

1.3 

-27.7* 
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10,759 

357 

3.3 

Seaboard 

10.2 

8.4 

6.2 

36.0 

23.0 

-8.8 

-4.7 

-6.5 

1,038 

26 

2.5 

IBP 

10.1 

20.5 

13.4 

38.1 

5.5 

0.4 

8.9 

71.4 

11,671 

127 

1.1 

Dole 

9.9 

4.4 

3.6 

52.4 

7.0 

8.3 

-9.1 

-37.6 

3,682 

47 

1.3 

Hudson  Foods 

9.5 

15.1 

9.9 

25.2 

10.9 

13.1 

NM 

60.4 

1,041 

27 
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smokers  in  a  S200  billion  ( with  a  "b" )  liability  suit  against 
tobacco  makers.  Meanwhile,  the  Federal  Trade  Commis- 
sion is  challenging  American  Brands'  SI  billion  sale  of  its 
domestic  tobacco  business  to  B.A.T  Industries. 

rjr  Nabisco  announced  plans  to  separate  its  tobacco 
and  food  operations.  Meanwhile,  Kohlberg  Kravis  Rob- 
erts &  Co.  is  trying  to  cut  back  its  troubled  investment  in 
rjr  Nabisco  by  acquiring  ailing  food  giant  Borden.  If  the 
takeover  is  approved,  dealster  Henry  Kravis  is  sure  to  come 


out  ahead.  The  same  cannot  necessarily  be  said  for  share- 
holders of  either  company  (Forbes,  Dec.  19,  1994). 

Mainly  because  of  the  continuing  battle  between  brands 
and  private-label  goods,  many  food  processors  are  having  a 
tough  time.  Latest  12-month  earnings  for  the  47  food 
processors  in  this  survey  rose  only  3.3%,  barely  in  line  with 
inflation.  Those  hit  hardest  included  Borden,  Quaker  Oats 
and  General  Mills.  "Companies  are  no  longer  trying  to  sell 
cereal  as  if  it  was  perfume.  It  was  getting  ridiculous.  You'd 


More  deals,  please 

Often  thought  of  as  a 
housewares  company  ( it 
produces  glassware  and 
candles ),  Lancaster  Colony 
Corp.  has  a  thriving  food 
business  that  not  mam- 
people  are  aware  of.  Last 
year  food  contributed  40% 
of  Lancaster's  S722  mil- 
lion in  revenues,  and  40%  of 
operating  income. 

Based  in  Columbus, 
Ohio,  Lancaster  markets  a 
line  of  niche  brand -name 
products,  including  T. 
Marzetti  salad  dressings, 
vegetable  dips  and  fruit 
dips;  Girard's  and  Pfeiffer 
salad  dressings;  Reames 
frozen  noodles  and  pasta; 
Mountain  Top  frozen  pies; 
and  New  York  brand  fro- 
zen breads. 

Lancaster  pioneered 
the  market  for  vegetable 
and  fruit  dips,  which  are 
sold  in  the  high-margin 
produce  sections  of  su- 
permarkets rather  than  on 
the  grocery  shelves.  Lan- 
caster's food  sen  ice  busi- 
ness sells  salad  dressings 
and  frozen  breads  to  outfits 
like  Wendy's  and  Bob  Ev- 
ans restaurants,  where  mar- 
gins tend  to  be  smaller 
but  the  volumes  large. 

Lancaster  is  a  family  af- 
fair. Chairman  and  Chief 
Executive  John  B.  Ger- 
lach,  67,  took  over  from  his 
father,  John  J.  Gerlach, 
who  recently  died  at  age  92. 
Son  John  B.  Jr.,  40,  is 
now  the  firm's  president 
and  chief  operating  offi- 
cer. At  a  recent  3 1  lA  a  share, 
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Lancaster's  equity  is 
worth  nearly  SI  billion;  the 
Gerlachs  own  one -third 
of  the  company. 

Gerlach  made  a  small- 
ish acquisition  in  1993:  Ro- 
manoff International,  for 
S5.4  million  cash.  The  deal 
added  Texas  Best  barbe- 
cue sauce,  Jack  Daniel's 
mustards  and  Romanoff 
caviar.  Gerlach  would  like 
to  do  more — and  big- 
ger— deals.  "We're  very  in- 
terested in  acquisitions," 
he  says.  "We're  in  a  posi- 
tion where  we  would  like 
to  pay  cash.  But  we'll  enter- 
tain stock  deals."  With 
long-term  debt  less  than 


14%  of  capital,  raising 
cash  for  deals  would  be  a 
cinch  for  Gerlach. 

Not  everything  has 
gone  Lancaster's  way.  The 
Midwest  floods  in  the 
summer  of  1993  wrecked 
the  U.S.  soybean  crop 
and  pushed  up  the  price  of 
soybean  oil,  a  crucial  raw 
material  for  Lancaster.  Soy- 
bean oil  prices  are  still 
stubbornly  high. 

Lancaster  is  also  a  low- 
cost  provider  of  rubber,  vi- 
nyl and  carpet-on-rubber 
car  mats  and  other  automo- 
tive accessories  for  both 
original  equipment  manu- 
facturers and  the  con 


Lancaster's  John  B.  Gerlach  Jr. 
and  John  B.  Gerlach 
Candles,  car  mats,  caviar. 

sumer  aftermarket. 

Lancaster's  1994  earn- 
ings of  S60  million,  or 
$1.97  a  share,  rose  30% 
over  1993.  Gerlach  expects 
sales  this  year  to  exceed 
$800  million.  Timothy 
Reiland,  of  Milwaukee's 
Cleary  Gull  Reiland  & 
McDevitt  brokerage,  ex- 
pects a  19%  increase  in 
1995  earnings,  to  $2.35  a 
share.  Says  John  Gerlach: 
"I  think  we've  learned 
how  to  manage  the  busi- 
ness pretty  well."      -W.H. 
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buy  a  $4  box  of  cereal,  with  $1  of  marketing  in  it,"  says 
John  McMillin,  a  Prudential  Securities  analyst. 

Less  vulnerable  and  likely  to  continue  posting  higher 
earnings  are  Campbell  Soup,  IBP,  Hudson  Foods  and 
Wrigley.  Campbell  plans  to  buy  salsa  maker  Pace  Foods,  a 
private  firm,  for  $  1 . 1  billion.  Sandoz  Ltd.  bought  baby  food 
company  Gerber  Products  last  summer  for  $3.7  billion. 

Beverage  firms  did  better  than  foodmakers:  The  median 
beverage  company's  12-month  earnings  rose  12.8%.  "The 


big  [beverage]  companies  have  found  there's  a  new  kind  of 
vigor  in  their  brands,"  says  Tom  Pirko,  president  of 
consulting  firm  Bevmark,  Inc.  But  Pirko  sees  problems  for 
companies  that  market  New  Age  drinks  like  Clearly 
Canadian.  "They'll  be  running  routes  against  Coca-Cola, 
which  is  really  dedicated  to  being  a  major  innovator."  One 
such  casualty:  Snapple  Beverage,  whose  earnings  were 
stumbling  as  1994  ended.  Snapple  is  being  acquired  for 
$1.7  billion  by  Quaker  Oats,  maker  of  Gatorade.  tm 
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Food,  drink 
&  tobacco 


Company 


Interstate  Bakeries 
Intl  Multifoods 
American  Maize 
Michael  Foods 
Imperial  Holly 


Dibrell  Brothers 

Loews 

Std  Commercial 

RJR  Nabisco 

Brooke  Group 


Profitability 

Return  on  equity 


5-year         latest 


Return  on 
capital 
latest 


Growth 


Debt/         5-year 


Net        Profit 
Sales     income    margin 


Earnings  per  share 


5-year         latest 


average       12  mos       12  mos       capital       average       12  mos       average       12  mos       12  mos       12  mos       12  mos 


$mil  $mil 


8.0* 

6.6 

4.3 

4.3 

1.1 


7.8 
16.7 
9.2 
def 
def 


5.7 
10.0 
6.7 
def 
1.3 


48.5 
40.5 
33.9 
34.3 
46.7 


1.6 

3.2 

NM 

19.5 

-1.1 


-1.2 

0.6 
13.6 

9.4 
-3.6 


NM 
NM 
NM 
NM 
NM 


-44.4 

500.0+ 

D-P 

P-D 

D-D 


1,147 

15 

2,225 

42 

598 

20 

505 

-10 

634 

-2 

17.2 

11.0 

0.6 

0.6* 

NE 


def 
5.3 
def 
def 
NE 


def 

60.3 

7.5 

-5.9 

NM 

4.7 

24.9 

4.4 

-3.7 

-A.2 

def 

40.7 

4.5 

-5.0 

NM 

3.5 

41.1 

4.7 

1.5 

NM 

def 

NE 

8.4 

-26.8 

NM 

D-D:  Deficit  to  deficit.     D-P:  Deficit  to  profit.     P-D:  Profit  to  deficit,     def:  Deficit.     NA:  Not  available. 
*Four-year  average.     tThree-year  average.        For  further  explanation,  see  page  125. 
Sources:  Forbes;  Value  Line  Data  Base  Service  via  OneSource  Information  Services. 


NE:  Negative  equity.     NM:  Not  meaningful. 


1.3 
1.9 
3.3 
def 
def 


Valhi 

def 

4.4 

5.4 

59.7 

0.9 

7.5 

NM 

D-P 

835 

9 

1.1 

Chiquita  Brands  Intl 

def 

def 

1.0 

64.1 

-7.1 

-5.4 

NM 

D-D 

2,447 

-75 

def 

Borden 

def 

def 

def 

60.1 

-4.5 

-5.3 

NM 

P-D 

5,552 

-763 

def 

ERLY  Industries 

def 

43.5 

10.6 

66.8 

NM 

65.3 

NM 

D-P 

432 

5 

1.2 

Doskocil  Cos 

NA 

def 

4.1 

83.0 

NM 

2.3 

NA 

D-D 

705 

-1 

def 

Ralcorp  Holdings 

NA 

42.1 

13.3 

69.5 

11.8 

9.3 

NA 

32.5 

987 

54 

5.4 

Ralston-Continental 

Medians 

Beverages 

NA 

def 

def 

75.1 

0.3 
5.5 

-2.4 
5.0 

NA 
-4.7 

P-D 

1,949 

-26 
47 

def 

15.4 

15.1 

11.0 

38.1 

3.3 

1,574 

3.1 

Coca-Cola 

48.4 

53.8 

41.0 

21.6 

11.6 

12.3 

15.1 

17.3 

15,528 

2,453 

15.8 

PepsiCo 

25.7 

26.8 

12.9 

43.5 

13.6 

13.6 

14.0 

24.6 

27,072 

1,713 

6.3 

Brown-Forman 

21.5 

31.3 

18.1 

34.6 

8.2 

0.2 

8.6 

5.1 

1,417 

146 

10.3 

Coca-Cola  Bottling 

18.8 

49.8 

6.2 

79.7 

16.6 

2.3 

NM 

12.8 

709 

15 

2.1 

Anheuser-Busch  Cos 

18.5 

22.1 
20.1 

13.4 

32.0 

5.4 

5.0 
6.1 

NM 
NM 

80.8 
0.0 

11,949 
2,631 

1,023 

104 

8.6 
3.9 

Whitman 

15.7* 

11.8 

48.4 

4.1 

Canandaigua  Wine 

13.4 

7.5 

6.8 

42.8 

28.0 

105.5 

30.0 

-43.1 

630 

12 

1.9 

Seagram 

9.9 

9.5 

7.8 

37.0 

5.6 

0.5 

-8.4 

-14.8 

5,260 

471 

9.0 

Coca-Cola  Enterprises 

def 

4.8 

3.6 

54.5 

7.6 

7.8 

NM 

D-P 

5,846 

61 

1.0 

Dr  Pepper/Seven-Up 

NE 

NE 

28.8 

183.2 

7.4 

8.3 

NM 

29.2 

752 

85 

11.3 

Adolph  Coors 

NA 

def 

def 

21.1 

5.2 

3.8 

NM 

P-D 

1,644 

-27 

def 

Snapple  Beverage 
Medians 

NA 

38.1 

32.8 

5.9 

118.8 

51.4 

NA 

NA 
12.8 

686 
2,138 

61 
95 

8.9 
7.4 

17.1 

21.1 

12.4 

39.9 

7.9 

7.0 

NM 

Tobacco 

UST  Inc 

58.8 

79.2 

73.6 

9.5 

13.0 

8.7 

19.6 

7.8 

1,158 

375 

32.4 

Philip  Morris  Cos 

34.4 

34.3 

17.9 

53.7 

12.7 

2.5 

14.5 

-9.4 

52,248 

3,972 

7.6 

Monk-Austin 

20.4 

def 

def 

19.3 

18.8 

-23.3 

NM 

P-D 

463 

-8 

def 

American  Brands 

19.5 

15.3. 

11.3 

33.8 

3.7 

2.1 

5.0 

-9.3 

8,555 

650 

7.6 

Universal 

19.5* 

6.6 

5.8 

43.0 

5.0 

1.0 

NM 

-66.2     „ 

2,940 

26 

0.9 

P-D 

925 

-15 

def 

D-P 

12,339 

327 

2.7 

D-D 

1,055 

-21 

def 

P-D 

15,373 

173 

1.1 

D-P 

418 

28 

6.8 

Medians 

18.4 

2.6 

4.1 

37.3 

6.3 

-1.3 

NM 

-37.8 

2,049 

101 

1.9 

Industry  medians 

15.9 

14.1 

10.6 

38.1 
32.8 

6.4 

4.3 

-8.7 
-18.8 

1.7 
11.8 

1,644 
1,449 

61 
60 

3.3 

All-industry  medians 

11.4 

12.6 

9.4 

5.5 

6.3 

4.3 
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Can  Conservative  Management 

Lead  to  Financial  Strength 

in  Todays  Banking  Environment? 


n 


t  Republic 
ational  Bank,  the 
aswer  to  that  question  is 

unequivocal  YES.  The  proof  is  in  our 
rviews. 

In  the  June  24,  1994  analyst's  report, 
S  First  Boston  notes:  "Jrc  our  opinion, 
epublic  has  developed  a  flexible  entrepre- 
eurial  approach  in  meeting  clients'  needs. 

In  addition,  RNB  has  approached  new 


business  both  cautiously  and 
prudently,  making  sure  the 
product  provides  consistent 
profitability  and  generous  spreads.  Along 
these  same  lines,  we  believe  RNB  has  made  a 
strategic  commitment  to  internally  expanding 
its  domestic  private  banking  business." 

Cautious  in  risk  management.  High  pro- 
ductivity. Traditional  banking  values  that 
help  build  a  strong  financial  institution. 


M  Republic  National  Bank 


For  more  information  about  Republic  National  Bank, 
please  call  1  800  REPUBLIC.  Outside  the  U.S.  (718)  488-4049. 

From  the  collection  of  Republic  National  Bank  of  New   York.  O  Republic  National  liank  of  Ni-w   York  1994, 
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Forest  products  &  packaging 

The  spotted  owl  has  helped  keep  lumber  prices  high. 
New  environmental  rules  may  do  the  same 
for  pulp  and  paper  manufacturers. 


By  Stephen  S.  Johnson 

The  story  in  forest  products  is  much  the  same  as  for  the 
other  raw  materials  industries  analyzed  in  this  survey. 
Producers  were  working  close  to,  or  at,  capacity  and 
bumping  up  prices  pretty  much  across  the  board.  Prices  of 
pulp  and  many  grades  of  paper  rose  to  record  levels  in 
1994.  Northern  softwood  kraft  pulp,  for  example,  jumped 
nearly  70%,  from  $415  per  ton  to  $700  per  ton,  and  is 
expected  to  increase  another  $50  in  January.  Europe  is  also 
recovering,  which  means  less  European  paper  will  enter 
the  U.S.  Pulp  and  paper  companies  Bowater,  Union  Camp 
and  Weyerhaeuser  will  benefit. 

When  things  get  good  for  the  pulp  and  paper  makers, 
the  companies  usually  overexpand.  But  this  time  new 


environmental  laws  concerning  the  bleaching  process  in 
pulp  and  paper  manufacturing  may  put  some  expansion 
plans  on  hold.  The  laws  may  go  into  effect  in  1995  and 
could  cost  the  industry  over  $11  billion,  according  to  the 
American  Forest  &  Paper  Association.  Some  firms  may 
decide  not  to  increase  capacity,  in  which  case  supply  will 
remain  fairly  tight  and  prices  fairly  high. 

Washington's  restrictions  on  logging  on  federal  lands 
continued  to  crimp  supply  and  hold  the  price  of  framing 
lumber  around  $400  per  thousand  board  feet,  down  from 
$490  in  early  1994.  Interest  rates — which  began  rising 
early  last  year — have  yet  to  hurt  housing  starts,  which 
averaged  120,000  per  month  for  the  first  ten  months  of 


Packaging  profits 

When  you  buy  Duracell 
batteries,  IBM  computer 
equipment  or  a  Walt  Dis- 
ney video,  there's  a  good 
chance  the  packaging  was 
made  by  Richmond,  Va.- 
based  Chesapeake  Corp., 
a  leading  specialty  packag- 
ing and  paper  company. 

In  1994  over  a  third  of 
Chesapeake's  estimated  $1 
billion  in  sales  was  ac- 
counted for  by  packaging, 
mostly  specialty  packag- 
ing, up  from  29%  in  1993. 
Expanding  in  specialty 
packaging  is  good  for  Ches- 
apeake for  several  rea- 
sons. The  segment  is  grow- 
ing more  rapidly  than 
other  segments  of  the  busi- 
ness. Less  prone  to  eco- 
nomic swings,  it  helps  even 
out  Chesapeake's  cyclical 
profits  from  making  paper. 
Specialty  packaging  is 
also  less  capital  intensive 
than  other  paper  sectors. 

Operating  income  for 
Chesapeake's  packaging 
segment  rose  18%  for  the 
nine  months  ended  Sept. 
30.  Contributing  to  the 


178 


performance  was  Buffalo- 
based  Lawless  Packaging 
&  Display,  which  Chesa- 
peake acquired  last  Janu- 
ary. Other  paper  compa- 
nies, notably  Internation- 
al Paper,  are  moving  into 
the  specialty  packaging 
business,  but  Chesapeake 
Chief  Executive  J.  Carter 
Fox  isn't  worried.  "We  un- 
derstand the  business  and 
are  more  focused  than  the 
others,"  he  says. 

Fox  isn't  taking  his  eye 
off  Chesapeake's  old-line 
papermaking  operations, 
especially  kraft  paper, 
where  operating  rates  are 
nearing  100%  of  capacity 
and  profits  are  gushing 
again.  Kraft  products  con- 
tribute 39%  of  sales. 
Chesapeake  is  a  market 
leader  in  mottled  white 
paperboard,  which  makes 
up  80%  of  total  paper- 
board  output  and  is  its  big- 
gest earner  when  orders 
are  strong.  Recently  going 
for  $560  a  ton,  this  fanci- 
er paperboard  sells  at  a 
$135-per-ton  premium 
to  brown  paperboard,  used 
in  such  products  as  de- 


partment store  gift  boxes. 

Chesapeake  has 
brought  on  stream 
250,000  tons  of  kraft  pa- 
permaking capacity — 
mostly  white  liner- 
board — since  1988,  bring- 
ing its  total  capacity  to 
850,000  tons.  In  the  year 
ahead  Chesapeake  will 
spend  over  $125  million  on 
capital  expansion. 

Thanks  to  productivity 
enhancements,  Chesa- 
peake ranks  near  the  top  of 
its  industry  in  earnings  le- 
verage. For  example,  with 
every  $30-per-ton  price 


J.  Carter  Fox  of  Chesapeake 
Unfazed  by  competition. 


increase  in  its  linerboard 
business,  Chesapeake  can 
take  in  an  additional  15 
cents  per  share  in  earn- 
ings. A  price  increase  of  $5( 
per  ton  has  been  an- 
nounced for  January. 

In  1994  Chesapeake 
earned  around  $40  millior 
or  $1.75  a  share.  With 
strong  pricing  forecast  for 
the  paper  industry,  Wall 
Street  thinks  Chesapeake 
will  earn  more  than  $3  a 
share  in  1995.  -S.S. 
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1994.  The  timber  harvesting  restrictions  may  not  ease 
under  the  newly  elected  Republican  Congress.  This  will 
continue  to  help  timber-rich  companies  such  as  Weyer- 
haeuser, International  Paper  and  Georgia-Pacific  Corp. 

In  paper  packaging,  strong  demand  from  manufacturers 
throughout  the  economy  pushed  prices  for  linerboard 
(the  basic  material  for  corrugated  boxes )  from  about  $320 
per  ton  in  late  1993  to  about  S430  per  ton  in  November 
1994.  Even  waste  corrugated  cardboard  was  up  from  $25 


per  ton  last  January;  it  is  now  $75  per  ton. 

As  for  the  container  industry,  glass  continued  to  lose 
market  share,  while  aluminum  and  plastic  continued  to 
gain.  U.$.  packaging  companies  such  as  Owens-Illinois, 
Ball  Corp.  and  Crown  Cork  &  Seal  are  entering  foreign 
markets,  particularly  in  Latin  America,  where  demand  for 
disposable  containers  is  growing  rapidly.  Owens-Illinois 
has  entered  a  joint  venture  in  India,  while  Crown  Cork  and 
Ball  Corp.  are  expanding  in  China.  ■■ 


Forest  products 

Net 

Profit 

&  packaging 

Profitability 

Growth 

Sales 

income 

margin 

Return  on  equity 

Sales 

Earnings  per  share 

Return  on 

capital 

5-year 

latest 

latest 

Debt/ 

5-year 

latest 

5-year 

latest 

latest 

latest 

latest 

average 

12  mos 

12  mos 

capital 

average 

12  mos 

average 

12  mos 

12  mos 

12  mos 

12  mos 

Company 

% 

% 

% 

% 

% 

% 

% 

% 

Smil 

$mi! 

% 

Paper  &  lumber 

Universal  Forest  Prod 

16.6* 

15.9 

14.4 

46.8 

13.0 

33.2 

21.6 

-1.7 

843 

10 

1.2 

PH  Glatfelter 

13.4 

2.4 

1.8 

20.9 

-3.7 

-6.4 

-20.2 

-60.0 

459 

11 

2.4 

Louisiana-Pacific 

12.3 

18.9 

15.3 

7.4 

5.5 

21.8 

NM 

25.1 

2,927 

322 

11.0 

Willamette  Inds 

9.8 

10.6 

7.1 

42.2 

8.5 

11.2 

-15.8 

44.9 

2,847 

132 

4.7 

Consolidated  Papers 
Weyerhaeuser 

9.5 

7.6 

6.1 

8.3 

NM 

-0.7 

-21.2 

19.0 

956 

72 

7.5 

9.0 

12.7 

6.8 

48.3 

-1.6 

10.4 

NM 

-2.0 

10,256 

502 

4.9 

Federal  Paper  Board 

8.7 

3.3 

3.9 

44.4 

4.2 

1.8 

NM 

481.8 

1,454 

34 

2.3 

Potlatch 

7.7 

4.1 

3.8 

37.7 

4.0 

5.6 

-20.2 

13.2 

1,426 

38 

2.6 

Westvaco 

7.7 

2.5 

2.8 

35.2 

1.4 

5.2 

-21.2 

-52.1 

2,463 

46 

1.9 

Pope  &  Talbot 

6.5 

8.5 

6.2 

38.3 

NM 

7.1 

NM 

-21.6 

657 

17 

2.6 

International  Paper 

6.3 

5.9 

4.2 

33.3 

6.9 

3.6 

-27.4 

500.0+ 

14,185 

368 

2.6 

Albany  International 

5.8 

9.0 

6.8 

48.3 

3.4 

-0.6 

-30.2 

85.0 

550 

22 

4.0 

Union  Camp 

5.8 

4.2 

3.8 

34.8 

3.3 

6.4 

-35.6 

60.3 

3,267 

76 

2.3 

Mead 

5.4 

9.6 

6.5 

45.6 

1.1 

-5.9 

-22.6 

28.0 

4,511 

155 

3.4 

Chesapeake 

4.8 

8.3 

6.5 

42.9 

4.0 

2.2 

-30.4 

500.0+ 

917 

31 

3.4 

Georgia-Pacific 

2.5 

5.1 

4.7 

53.5 

4.9 

5.0 

NM 

-9.9 

12,639 

121 

1.0 

Rayonier 

2.0* 

9.1 

9.5 

39.2 

-2.3 

9.8 

NM 

D-P 

1,031 

55 

5.4 

Champion  Intl 

def 

def 

0.7 

43.2 

-0.7 

2.9 

NM 

D-D 

5,153 

-69 

def 

Bowater 

def 

def 

2.1 

45.2 

NM 

-20.5 

NM 

D-D 

1,209 

-21 

def 

Boise  Cascade 

def 

def 

def 

49.0 

-2.0 

4.2 

NM 

D-D 

4,029 

-112 

def 

Medians 

6.4 

6.8 

5.4 

42.6 

2.4 

4.6 

-33.0 

16.1 

1,959 

42 

2.6 

Packaging 

Sonoco  Products 

17.3 

16.3            11.2 

36.7 

3.8 

18.0 

NM 

31.4 

2,233 

125 

5.6 

Bemis 

16.1 

18.4           14.0 

27.1 

2.6 

10.7 

4.7 

56.5 

1,325 

69 

5.2 

Crown  Cork  &  Seal 

14.5 

10.1 

7.9 

38.2 

19.9 

4.0 

13.6 

-30.0 

4,296 

126 

2.9 

Continental  Can 

12.0 

6.2 

5.8 

58.4           46.2 

4.9 

-15.5 

500.0+ 

515 

4 

0.8 

Owens-Illinois 
Longview  Fibre 

10.6t 

def 

0.7 

82.1              1.9 

-1.1 

NM 

P-D 

3,585 

-188 

def 

10.0 

7.7             5.1 

41.3             NM 

6.2 

-18.8 

-28.9 

741 

30 

4.1 

Temple-Inland 

9.5 

5.2 

4.5 

41.6             6.2 

3.3 

-18.1 

3.2 

2,856 

90 

3.1 

Greif  Brothers 

8.8 

9.1 

8.8 

8.5             5.0 

6.0 

NM 

14.0 

553 

29 

5.3 

Ball 

3.4t 

def 

1.9 

39.1            26.2 

5.4 

NM 

P-D 

2,539 

-8 

def 

St  Joe  Paper 
Riverwood  Intl 

3.0 

3.5 

3.6 

2.7           -2.1 

10.5 

-33.9 

452.6 

653 

32 

4.9 

2.7t 

3.5 

3.7 

59.4 

11.7 

4.8 

NA 

12.5 

1,194 

18 

1.5 

Stone  Container 

def 

def 

0.6 

75.3 

4.5 

4.3 

NM 

D-D 

5,370 

-244 

def 

Gaylord  Container 

def 

def 

def 

100.9 

0.9 

6.9 

NM 

D-D 

784 

-84 

def 

Sealed  Air 

NE 

NE 

28.1 

92.3 

5.4 

10.6 

NM 

34.4 

494 

34 

6.8 

ACX  Technologies 

NA 

4.1 

4.0 

0.0 

7.4 

14.9 

NA 

NA 

696 

17 

2.5 

Jefferson  Smurfit 

NA 

NA 

4.2 

129.3 

0.4* 

4.5 

NA 

NA 

3,083 

-42 

def 

Rock-Tenn 
Medians 

NA 
9.2 

14.9 
4.6 

13.1 

15.0 

6.7 

8.5 

NM 

44.0 

706 

38 

5.3 

4.5 

41.3 

5.0 

6.0 

NM 

12.5 

1,194 

29 

2.9 

Industry  medians 

7.1 

5.6             4.7 

41.6 

3.8 

5.2 

NM 

13.2 

1,426 

32 

2.6 

All-industry  medians 

11.4 

12.6             9.4 

32.8 

5.5 

6.3 

-18.8 

11.8 

1,449 

60 

4.3 

D-D:  Deficit  to  deficit.    D-P:  De 

ficit  to  profi 

.     P-D:  Profit  to  deficit. 

def:  Deficit.     NA:  Nol 

available. 

NE:  Nega 

ive  equity. 

NM:  Not  1 

meaningful. 

.      *Four-year  average.     tThree-ye< 
■1      Sources.-  Forbes;  Value  Line  Data  Bas 

ar  average. 

For  further  explanation, 

see  page  125. 

e  Service  via  OneSource  Information  Services. 
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Congress  and  the  public  decided  not  to  entrust  health  care 
to  the  social  engineers.  A  sensible  decision:  Market  forces 
continue  cutting  medical  costs  in  a  big  way. 


By  Matt  Walsh 


Since  1990,  medical  price  inflation  has  fallen  from  9%  to 
below  5%.  This  year  it  will  drop  even  lower.  "Close  to  zero 
pricing  inflation,"  is  the  daring  forecast  of  health  care 
analyst  Kenneth  Abramowitz  of  Sanford  C.  Bernstein. 

As  the  people  who  pay  the  bills — individuals,  corpora- 
tions, governments — put  pressure  on  prices,  businesses 
responded  by  reducing  their  costs.  Consolidation  driven 
by  cost-cutting  swept  every  segment  of  health  care  in 
1994.  Hospital  giant  Columbia/HCA  acquired  Medical 
Care  International,  the  nation's  largest  outpatient  surgery 
center  operator.  Drugmaker  American  Home  Products 
acquired  American  Cyanamid,  while  SmithKline  Beecham 
and  Eli  Lilly  bought  big  pharmacy  benefit  managers. 

Expect  more  of  the  same  this  year.  As  hospital  bed 
utilization  drops,  watch  for  an  increasing  number  of  weak 
not-for-profit  hospital  organizations  to  merge  with  for- 
profit  hospital  companies.  Likely  targets:  teaching  hospi- 


tals and  many  of  the  1,000  or  so  Catholic  hospitals. 
Physician-management  companies  will  be  among  the 
fastest- growing  sectors  in  health  care. 

With  pressure  on  its  prices,  pharmaceutical  industry 
revenue  growth  will  remain  at  6%,  1994's  rate.  Analysts  see 
three  tiers  forming  in  this  sector.  At  the  top:  vertically 
integrated  giants  such  as  Merck,  Eli  Lilly,  SmithKline 
Beecham,  Pfizer,  Roche  and  Glaxo.  They'll  not  only 
develop  and  market  new  drugs  but  they'll  also  work 
increasingly  as  partners  with  HMOs  and  insurers  in  manag- 
ing patients'  health.  Tier  two  will  be  niche  players,  like 
Upjohn  and  Schering-Plough;  they'll  be  new-product 
driven  and  not  as  far-reaching  globally  as  the  megafirms. 
Tier  three:  the  biotechs,  which  in  joint  ventures  with  big 
companies  will  probably  develop  most  of  tomorrow's 
drugs.  Meanwhile,  mergers  will  continue.  Oft-mentioned 
targets:  Marion  Merrell  Dow,  Upjohn,  Amgen.  Hi 


Avoiding  the 
snorkel  award 

Kalamazoo,  Mich. -based 
Stryker  specializes  in  the 
design  and  manufacture 
of  complex  medical  gad- 
gets: powered  orthopedic 
surgical  tools,  medical  vid- 
eo cameras,  laparoscopes, 
specialty  hospital  beds,  and 
hip,  knee  and  spinal  im- 
plants. In  1991  Stryker 
Corp.  was  one  of  Forbes' 
200  Best  Small  Companies, 
completing  its  fifteenth 
consecutive  year  of  20%- 
plus  per-share  earnings 
growth.  "It's  20%  for- 
ever," Chief  Executive 
John  Brown  told  us. 

Three  years  later  this 
streak  is  still  intact.  Since 
joining  Stryker  in  1977, 
Brown  has  emphasized  ag- 
gressive selling,  and  per- 
sonally reviews  the  monthly 
performances  of  each  of 
Stiyker's  400  domestic 
sales  representatives.  He 
also  pushes  hard  for  new 
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products,  such  as 
powered  micro  tools  for 
maxillofacial  surgery  and 
a  device  now  being  tested 
that  induces  bone 
growth. 

Brown  keeps  his  head- 
quarters lean  and  insists  on 
highly  decentralized 
management.  Stryker  is  or- 
ganized into  nine  profit 
centers,  each  with  its  own 
manager  responsible  for 
the  unit's  profitability, 
growth  and  product 
development.  Brown 
purposely  creates  intra- 
company  competition, 
forcing  his  managers  to 
work  hard  to  avoid 
the  "snorkel  award." 
What's  that? 

Says  Ned  Lipes,  head 
of  Stiyker's  osteonics  unit: 
"John  was  once  quoted 
saying,  '20%  growth  is  the 
watermark.  If  you're  be- 
low that,  you  can't 
breathe.'  We  have  the 
snorkel  award  for  people 
below  that." 


Stryker's  no  longer  on 
our  200  Best  Small  Compa- 
nies list.  It  has  graduated. 
Brown  is  looking  ahead  to 
1996,  when  it  should 
cross  the  $1  billion  thresh- 
old in  sales.  Won't  20% 
annual  growth  become 
tougher  to  meet?  Says 


Stryker  chief  John  Brown 
Two  decades  of  20%  growth. 


Brown:  "Our  businesses 
are  like  pieces  of  a  whole. 
If  those  pieces  can  keep 
growing  20%,  so  should 
the  whole." 

-M.W. 
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Health 

Net 

Profit 

Profitability 

Growth 

Sales 

income 

margin 

Return  on  equity 

Sales 

Earnings  per  share 

Return  on 

capital 

5-year 

latest 

latest 

Debt/ 

5-year 

latest 

5-year 

latest 

latest 

latest 

latest 

average 

12mos 

12  mos 

capital 

average 

12  mos 

average 

12  mos 

12  mos 

12  mos 

12  mos 

Company 

% 

% 

% 

% 

% 

% 

% 

% 

Smil 

Smil 

% 

Drugs 

Merck 

49.0 

29.2 

24.0 

7.7 

12.5 

39.6 

14.7 

26.6 

14,099 

2,898 

20.6 

American  Home  Prods 

47.3 

39.3 

30.5 

17.2 

5.3 

3.7 

6.3 

5.2 

8,496 

1,511 

17.8 

Schering-Plough 

44.2 

57.6 

46.8 

9.1 

8.1 

6.4 

19.6 

15.2 

4,544 

907 

20.0 

Abbott  Laboratories 

39.4 

40.6 

37.1 

7.4 

11.8 

7.6 

15.2 

11.7 

8,902 

1,485 

16.7 

Perrigo 
Bristol-Myers  Squibb 

34.7* 
34.3 

20.2 
33.9 

15.9 

18.7 

27.7 

13.0 

67.8 
17.9 

11.8 
-11.1 

679 
11,729 

55 
2,000 

8.1 
17.1 

30.9 

9.6 

6.2 

4.3 

Rhone-Poulenc  Rorer 

32.4 

20.7 

15.1 

24.0 

36.0 

-1.1 

26.7 

-34.3 

4,019 

311 

7.7 

Marion  Merrell  Dow 

32.3 

21.2 

19.6 

0.7 

29.6 

4.3 

19.0 

14.3 

2,997 

446 

14.9 

Warner-Lambert 

31.4 

26.0 

22.7 

25.1 

8.7 

8.6 

NM 

-41.4 

6,230 

359 

5.8 

Glaxo  Holdings 

ICN  Pharmaceuticals 

29.2 

26.5 

23.1 
16.5 

4.4 
7.2 

18.0 
37.8 

14.7 
7.1 

14.4 

9.2 

8,888 
392 

1,972 

31 

22.2 

8.0 

24.1 

19.8 

19.0 

32.9 

Upjohn 

21.5 

23.7 

18.9 

15.7 

6.6 

-2.3 

14.1 

39.5 

3,625 

553 

15.3 

Eli  Lilly 

19.6 

10.0 

8.9 

15.4 

10.7 

9.9 

-7.1 

-63.5 

6,934 

472 

6.8 

IVAX 

19.1* 

18.6 

14.2 

31.7 

56.1* 

8.2 

152.3t 

9.6 

1,016 

90 

8.9 

Pfizer 

16.5 

28.2 

23.8 
13.2 

11.3 
24.6 

7.3 
12.9 

7.2 
8.0 

NM 
NM 

102.5 
-11.0 

7,970 
12,922 

1,253 

15.7 

McKesson 

13.7 

15.9 

134 

1.0 

Bergen  Brunswig 

12.2 

13.3 

9.8 

42.3 

13.9 

9.7 

-4.5 

92.4 

7,484 

56 

0.8 

Cardinal  Health 

12.2t 

10.5 

8.8 

36.3 

28.6* 

27.6 

29.9* 

NA 

6,318 

39 

0.6 

SmithKline  Beecham 

11.8 

11.9 

9.0 

15.7 

9.3 

15.7 

NM 

34.7 

9,492 

814 

8.6 

Bindley  Western  Inds 

10.0 

6.4 

5.7 

28.0 

22.0 

17.9 

13.3 

17.9 

3,890 

11 

0.3 

Mallinckrodt  Group 

5.3 

10.7 

8.2 

33.2 

12.5 

8.7 

NM 

D-P 

1,983 

103 

5.2 

FoxMeyer  Health 

def 

4.3 

7.1 
16.2 

37.7 
16.5 

14.0 

-0.6 

NM 

D-P 

5,259 

36 
403 

0.7 
8.3 

Medians 

22.8 

20.5 

12.7 

8.1 

14.3 

14.3 

6,274 

Health  care  services 

Mid  Atlantic  Medical 

66.8 

65.1 

63.4 

4.7 

54.8 

12.9 

62.2 

144.9 

714 

50 

7.0 

WellPoint  Health 

63.9 

17.2 

17.2 

0.0 

11.3 

13.0 

58.7* 

26.0 

2,703 

212 

7.8 

US  Healthcare 

54.6 

48.5 

47.9 

1.7 

29.1 

13.8 

75.4 

40.3 

2,816 

375 

13.3 

Maxicare  Health 

43.0t 

14.3 

19.0 

0.0 

-18.4 

1.0 

NM 

D-P 

434 

10 

2.3 

Health  Systems  Intl 

40.9 

29.0 

14.0 

44.6 

144.3 

16.9 

11.1* 

-9.8 

2,221 

46 

2.1 

United  Healthcare 

39.0 

24.4 

26.9 

0.0 

44.1 

54.0 

65.6* 

35.3 

3,373 

259 

7.7 

National  Health  Labs 

34.1 

21.7 

10.9 

75.6 

19.9 

4.5 

10.9 

-42.9 

807 

30 

3.7 

PacifiCare  Health 

31.3 

25.8 

25.4 

19.6 

34.0 

30.3 

45.0 

34.2 

2,893 

85 

2.9 

Foundation  Health 

24.8 

24.5 

19.5 

25.6 

17.9 

-1.8 

30.8* 

28.8 

1,607 

83 

5.2 

HealthTrust 

23.2t 

24.5 

14.0 

60.9 

10.4 

24.0 

38.2t 

22.2 

2,970 

173 

5.8 

Manor  Care 

20.5 

18.0 

11.0 

32.9 

13.2 

14.4 

30.0 

16.5 

1,200 

83 

6.9 

Quorum  Health  Group 

19.0* 

22.9 

15.9 

42.2 

86.lt 

111.0 

NM 

103.8 

744 

43 

5.8 

Value  Health 

19.0* 

4.5 

5.2 

1.2 

64.0 

69.1 

30.3t 

-54.8 

879 

17 

1.9 

NovaCare 

18.3 

14.6 

10.6 

40.2 

53.2 

41.1 

37.8 

-4.4 

844 

56 

6.6 

FHP  International 

16.3 

13.5 

7.8 

23.8 

28.1 

33.3 

10.8 

19.9 

2,851 

69 

2.4 

Hillhaven 

13.0* 

25.2 

9.8 

60.9 

7.1 

4.0 

NM 

31.3 

1,470 

62 

4.2 

Columbia/HCA 

12.3t 

19.6 

11.6 

42.3 

7.3* 

6.0 

NM 

12.8 

10,766 

694 

6.5 

American  Medical 

10.7 

19.7 

9.9 

52.5 

-3.4 

6.4 

NM 

106.9 

2,382 

139 

5.8 

Universal  Health 

10.4 

11.9 

10.8 

17.1 

5.0 

2.7 

32.9 

19.3 

771 

28 

3.6 

HealthSouth  Rehab 

9.0 

4.5 

3.5 

69.8 

46.4 

85.8 

NM 

-60.8 

865 

19 

2.2 

Humana 

8.6 

17.7 

16.7 

7.5 

35.6 

12.0 

NM 

133.3 

3,447 

157 

4.6 

Continental  Medical 

4.0 

def 

def 

57.1 

50.3 

6.1 

NM 

P-D 

998 

-36 

def 

Coventry 

2.5* 

28.0 

23.0 

21.0 

39.2 

22.2 

6.3 

64.7 

664 

25 

3.8 

Beverly  Enterprises 

2.0 

9.6 

7.5 

45.0 

7.3 

3.9 

NM 

D-P 

2,937 

74 

2.5 

National  Medical 

def 

def 

def 

13.4 

-3.3 

-20.5 

NM 

P-D 
P-D 

2,858 

-320 

def 

OrNda  HealthCorp 

deft 

def 

0.8 

73.5 

8.9 

32.5 

NM 

1,274 

-47 

def 

Caremark  Intl 

NA 

17.5 

17.4 

31.4 

27.3 

31.7 

NA 

NA 

2,250 

76 

3.4 

Charter  Medical 

NA 

def 

def 

72.3 

-7.1 

0.8 

NA 

D-D 

905 

-47 

def 

GranCare 

NA 

12.8 

8.7 

66.4 

140.0 

10.9 

NA 

-44.9 

526 

10 

2.0 

Health  Care  &  Retire 

NA 

12.2 

8.7 

28.2 

10.8 

10.6 

NA 

22.4 

602 

40 

6.7 

Kinder-Care  Learning 

NA 

10.4 

8.1 

43.9 

9.6 

11.8 

NA 

NA 

498 

20 

4.1 

Physician  Corp  Amer 

NA 

26.9 
17.6 

27.5 

6.5 

74.9 

50.8 

NM 

24.8 

741 

52 

7.1 

Medians 

18.6 

11.0 

32.1 

23.6 

13.0 

10.8 

22.3 

1,237 

51 

4.0 

D-D:  Deficit  to  deficit.     D-P:  De 

ficit  to  profit. 

P-D:  Pro 

it  to  deficit. 

def:  Def 

Clt.      NA:  Nol 

available. 

NE:  Negat 

ive  equity. 

NM:  Notr 

neaningful. 

*  Four-year  average.     tThree-yej 

ir  average. 

For  furthe 

r  explanation 

.  see  pag 

5  125. 

Sources:  Forbes;  Value  Line  Data  Bas 

s  Service  via  On 

eSource  Ink 

rmation  Services. 
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Health 

Net 

Profit 

Profitability 

Growth 

Sales 

income 

margin 

Return  on  equity 

Sales 

Earnings  per  share 

Return  on 

capital 

5-year 

latest 

latest 

Debt/ 

5-year 

latest 

5 -year 

latest 

latest 

latest 

latest 

average 

12  mos 

12  mos 

capital 

average 

12  mos 

average 

12  mos 

12  mos 

12  mos 

12  mos 

Company 

% 

% 

% 

% 

% 

% 

% 

% 

$mil 

$mil 

% 

Medical  supplies 

Johnson  &  Johnson 

30.6 

34.7           27.8 

18.1 

10.2 

7.5 

14.5 

13.4 

15,175 

1,963 

12.9 

Dentsply  Intl 

29.9t 

22.0            16.4 

15.6 

18.4* 

-3.3 

NA 

85.2 

533 

54 

10.1 

Medtronic 

24.5 

24.1            23.1 

1.3 

14.3 

15.8 

18.3 

22.6 

1,540 

258 

16.8 

Stryker 

24.4 

24.0 

18.4 

26.4 

14.8 

31.3 

20.2 

622 

69 

11.1 

Hillenbrand  Inds 

22.7 

14.7 

13.5 

24.0 

10.8 

6.4 

16.6 

-24.6 

1,531 

94 

6.1 

VWR 

17.4 

2.3             3.6 

60.1 

8.8 

1.7 

-7.6 

-87.5 

519 

1 

0.2 

Pall 

17.3 

18.4            16.9 

8.0 

6.9 

2.0 

9.9 

26.5 

701 

99 

14.1 

CR  Bard 

17.2 

28.6           25.4 

14.0 

6.1 

2.4 

NM 

156.1 

1,003 

109 

10.9 

Bausch  &  Lomb 

16.9 

10.4             7.8 

18.6 

13.3 

2.4 

9.3 

-47.6 

1,858 

97 

5.2 

Owens  &  Minor 

15.4 

3.9 
15.5 

5.6 

49.6 

11.1 

54.0 

34.2 

-67.5 

2,042 

6 

0.3 
8.9 

Becton  Dickinson 

14.4 

11.8 

30.4 

7.2 

3.8 

3.2 

12.5 

2,559 

227 

Amsco  International 

13.9* 

def 

def 

48.6 

15.7 

-7.7 

9.7 

P-D 

480 

-51 

def 

Allergan 

13.8 

19.7 

17.4 

15.0 

2.6 

4.9 

NM 

-0.6 

908 

106 

11.7 

US  Surgical 

13.7 

def 

def 

27.9 

35.3 

-16.0 

NM 

P-D 

937 

-125 

def 

Millipore 
Corning 

9.7 
9.6 

14.8 

13.2 

24.4 

NM 

-8.4 

-5.4 

119.8 
-39.3 

481 
4,580 

69 
125 

14.3 
2.7 

6.3 

6.5 

31.6 

13.8 

21.9 

NM 

Perkin-Elmer 

9.5* 

21.4 

20.6 

10.6 

5.2 

2.5 

NM 

390.0 

1,028 

65 

6.3 

Angelica 

9.2 

6.7 

6.6 

26.8 

5.4 

10.1 

-7.7 

29.1 

464 

13 

2.8 

Beckman  Instruments 

5.6 

def 

def 

26.7 

3.3 

-1.6 

NM 

P-D 

875 

-33 

def 

Baxter  International 
Medians 

4.7 
14.9 

def 

def 

40.7 

7.2 

9.5 

4.9 
3.1 

NM 
-5.4 

P-D 
6.0 

9,219 
970 

-168 
69 

def 
6.2 

14.8 

12.5 

24.2 

Biotechnology 

Amgen 

35.0 

33.1           30.0 

12.9 

81.9 

19.3 

NM 

0.3 

1,571 

406 

25.9 

Diagnostic  Products 

16.4 

11.6            11.9 

0.0 

18.3 

8.7 

NM 

-6.8 

115 

15 

12.8 

Life  Technologies 

14.9 

15.9           15.8 

0.0 

10.8 

11.9 

2.9 

5.4 

228 

18 

7.7 

Biogen 

8.1 

def 

def 

0.0 

49.4 

-10.4 

NM 

P-D 

137 

-10 

def 

Collagen 

7.5 

10.3 

9.1 

0.0 

6.1 

25.7 

NM 
-10.4 

-52.5 

-42.1 

68 
29 

5 
1 

8.1 
2.8 

Immucor 

7.0 

2.7 

3.2 

0.0 

27.6 

-2.4 

Genentech 

1.6 

10.8 

10.2 

10.5 

12.1 

20.2 

NM 

169.2 

708 

124 

17.6 

Applied  BioScience 

1.1 

def 

def 

31.6 

31.9 

-1.7 

NM 

D-D 

167 

-13 

def 

Genzyme 

def 

def 

def 

26.6 

69.5 

12.0 

NM 

P-D 

295 

-16 

def 

Genetics  Institute 

def 

def 

def 
def 

0.0 

29.3 

37.7 

NM 

D-D 

132 

15 

-7 

-14 

def 
def 

Molecular  Biosystems 

def 

def 

16.2 

-12.3 

271.3 

NM 

D-D 

Synergen 

def 

def 

def 

0.0 

29.8 

-21.5 

NM 

D-D 

14 

-110 

def 

Vertex  Pharmaceutical 

deft 

def 

def 

4.5 

121.lt 

197.8 

NM 

D-D 

32 

-4 

def 

Medlmmune 

deft 

def 

def 

5.2 

22.1* 

99.1 

NM 

D-D 

19 

-15 

def 

Gilead  Sciences 

def* 

def 

def 
def 

6.0 

45.8t 

19.7 

NM 

D-D 

5 
19 

-29 
-23 

def 
def 

Repligen 

def 

def 

0.0 

29.4 

-14.6 

NM 

D-D 

T  Cell  Sciences 

def 

def 

def 

0.0 

NM 

-11.2 

NM 

D-D 

8 

-9 

def 

Scios  Nova 

def 

def 

def 

1.5 

25.3 

9.6 

NM 

D-D 

53 

-34 

def 

US  Bioscience 

def 

def 

def 

0.0 

NM 

20.6 

NM 

D-D 

6 

-38 

def 

Alliance  Pharmaceut 

def 

def 

def 
def 

0.0 

-19.5 

208.2 

NM 
NM 

D-D 

5 

-37 

def 
def 

Sepracor 

deft 

def 

10.1 

72.1 

-24.9 

D-D 

12 

-27 

Chiron 

def 

5.1 

3.9 

38.6 

63.4 

44.7 

NM 

D-P 

413 

28 

6.8 

Gensia 

def* 

def 

def 

1.5 

NM 

85.5 

NM 

D-D 

55 

-66 

def 

Centocor 

def 

NE             def 

103.2 

9.2 

-4.8 

NM 

D-D 

75 

-91 

def 

Cell  Genesys 

NA 

def 

def 

4.4 

NA 

43.2 

NM 

D-D 

9 

-14 

def 

Cephalon 
Medians 

NA 
def 

def 

def 

11.9 

NM 

18.2 

NM 

D-D 

19 

-32 
-14 

def 
def 

def 

def 

3.0 

25.3 

18.8 

NM 

D-D 

43 

Industry  medians 
All-industry  medians 

17.3 
11.4 

17.9            13.4 
12.6             9.4 

24.2 

12.7 

8.1 
6.3 

9.5 
-18.8 

16.5 
11.8 

1,921 
1,449 

72 
60 

5.8 

32.8 

5.5 

4.3 

D-D:  Deficit  to  deficit.    D-P:  De 

ficit  to  profit. 

P-D:  Profit  to  deficit. 

def:  Def 

icit.     NA:  Not  available 

NE:  Negat 

ive  equity. 

NM:Noti 

neaningful. 

*  Four-year  average.     tThree-ye 

3r  average. 

For  further  explanation 

,  see  pag 

3  125. 

Sources:  Forbes;  Value  Line  Data  Bas 

e  Service  via  OneSource  Information  Services. 
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/VIST 

In-Room 

Long 

Distance 

Service 


On  the  road  to  success,  you  toon  t  fine) 
a  more  productive  place  to  stay  than  The 

Helping  you  along  the  way." 

Ritz-Carlton.  Or  a  more  re<)otuceful  staff.  Whatever  i  services  you 
require,  from  one-boiw  deliwry  if  a  pn&kied  skirt  and  on  time  wake- 
up  call)  to  2-1-hour 
business  centers,  we 
provide.  Personally. 
And  in  your function- 
ally equipped  room, 


you  'II  find  an  executive  desk  and  multiple  phono.  As  well, 
we  proudly  offer  ATeJT Tn-room  Long  Distance  Sen'lce  at  most 
locations  for  yowr  ATeJT Calling  Card,  ATe3T  Universal  Card 
arid  operator-assisted  call).  Please  call  your  travel  professional 

or  The  Ritz-Carlton 
at  800-241-3333 for 
reservations.  And  we  '11 
move  you  further  along 
the  road  to  succ&M. 


THE  RITZ-CARLTON* 
Hotels 


Atlanta  •  Barcelona  •  Bo  j  ion  •  Sue  khead  •  Cle  if  land  •Dearborn  •  I)nu  Me  Bay-Hong  Ko  ng  •  Ho  u  s  t  o  n  •  H  u  n  t  i  n  g  t  o  n   H  o  t  e  I  •  K  a  n  s  a  s  City*Marina  del   Rey 
New  York  •Pentagon  City  •Philadelphia  •Phoenix*  San  Francisco  -St    Louis  -Sydney -Tysons  Corner*  Washington  ,   B.C.  •  1995.   Seoul,  Singapore 


Insurance 

Last  year  brought  more  trouble 

for  property  and  casualty  insurers, 

more  consolidation  for  life  and  health  companies. 


By  Carolyn  T.  Geer 

Catastrophe  insurance  claims  reached  a  record  $23  billion 
in  1992.  Just  as  the  property  and  casualty  companies  were 
recovering,  the  California  earthquake  hit  last  January, 
followed  by  devastating  winter  storms  in  the  Midwest  and 
East.  Total  1994  catastrophe  claims:  $13.3  billion  and 
counting.  "It  has  been  depressing  being  an  insurance 
analyst,"  laments  Michael  Smith,  who  follows  the  proper- 
ty and  casualty  companies  for  Lehman  Brothers. 

The  bellwether  combined  ratio — claims  and  expenses  to 
premiums — for  property  and  casualty  companies  jumped 
to  an  estimated  111%  for  1994,  after  dipping  to  107%  in 
1993.  Premium  income  growth,  which  climbed  to  6%  in 
1993,  could  drop  as  low  as  3%  for  1994.  The  commercial 
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insurance  market  is  particularly  soft,  as  weak  carriers 
desperately  slash  prices  to  attract  business.  And  investment 
income  again  failed  to  pick  up  the  slack. 

With  so  much  bad  news  already  out,  it's  probably  a  good 
time  for  patient  investors  to  consider  property  and  casualty 
stocks — indeed,  as  1994  ended,  Chicago's  cna  Financial 
Corp.  offered  $1.1  billion  cash  for  New  York-based 
Continental  Corp.  The  deal,  pending  regulatory  approval, 
will  create  the  country's  seventh-largest  insurer. 

Best  bets  for  the  year  ahead:  strongly  capitalized,  well- 
managed  carriers  such  as  American  International  Group, 
Chubb  Corp.  and  St.  Paul  Cos.  Investors  will  want  to  be  in 
the  stocks  before  the  market  hardens,  whenever  that 


The  road 
less  traveled 

Just  after  World  War  II, 
when  other  insurers  were 
peddling  standard  life 
and  casualty  policies 
through  traditional  in- 
surance agents,  newly 
formed  American  Bank- 
ers Insurance  Group  start- 
ed selling  credit  insurance 
to  middle-class  Americans 
through  banks,  finance 
companies  and  auto  deal- 
ers. Credit  insurance  cov- 
ers your  debts  if  you  die,  get 
sick  or  lose  your  job.  It 
also  insures  goods  pur- 
chased on  credit  or 
pledged  as  loan  collateral. 

Fifty  years  later,  $2.2 
billion  (assets)  American 
Bankers  is  the  leader  in 
the  $5  billion  credit  insur- 
ance business.  "They've 
created  more  products  than 
anyone,"  says  Fort  Worth 
actuary  Gary  Fagg. 

These  days  the  compa- 
ny sells  most  of  its  credit 
insurance  through  retail- 
ers, like  Bridgestone  and 
Tandy,  and  commercial 


1   R.KirkLandon 


of  Miami-based 
American  Bankers 
Next  stop, 
Mexico. 


banks,  like  Chemical  and 
Chase.  Chase  card  hold- 
ers recendy  got  an  offer  in 
their  monthly  statement: 
Customers  tick  off  a  box, 
and  the  premiums — typi- 
cally, 60  cents  per  $100  in 
outstanding  balance  per 
month — are  automatically 
added  to  their  bills. 
"There's  a  great  sense  of 
convenience  to  it,"  says 
American  Bankers  Chief 
Executive  R.  Kirk  Lan- 
don,  65,  son  of  the  compa- 
ny's founder. 

There's  also  little  risk 


to  American  Bankers.  It  has 
profit-sharing  or  reinsur- 
ance arrangements  with  its 
distributors,  in  effect 
sharing  the  underwriting 
risk  with  them. 

One  of  its  newest  prod- 
ucts is  a  property  and  casu- 
alty policy  for  renters. 
The  sales  hurdle  here? 
"There's  no  [traditional] 
distribution  force  that  can 
economically  sell  it  to  the 
public,"  Landon  says. 
"We're  beginning  to 
market  it  through  property 
management  companies, 


who  are  already  collecting 
rents  and  seeing  these 
people  [renters]." 

Revenues  at  American 
Bankers  grew  24%  in  1993, 
and  31%  in  the  latest  12 
months — when  sales  at 
many  diversified  insur- 
ance companies  were  flat. 
Despite  this  perfor- 
mance, American  Bankers' 
stock,  recently  at  20  per 
share,  is  off  33%  from  its 
October  1993  high;  it 
sells  for  less  than  seven 
times  estimated  1995 
earnings,  or  at  book  value. 

Robinson -Humphrey 
Co.  analyst  Thomas  Rosen- 
crants,  who's  followed 
American  Bankers  for  near- 
ly 20  years,  says  it's  now 
in  its  strongest  position 
ever.  Consumers  have 
been  borrowing  more  to 
buy  more  durable  goods, 
boding  well  for  credit  in- 
surance sales.  Meanwhile, 
competitors  such  as  John 
Hancock  and  Aetna  have 
been  quitting  the  credit  in- 
surance market.  And 
Landon  will  soon  start  sell- 
ing credit  insurance  in 
Mexico.  -C.T.G. 
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happens,  says  Lehman  Brothers'  Smith.  Reinsurers  are 
another  possibility.  Companies  such  as  General  Re,  Amer- 
ican Re  and  National  Re  are  insulated  from  the  volatile 
underwriting  axle — though  not,  of  course,  from  claims. 
Life  and  health  insurers  fared  much  better  than  the 
property  and  casualty  underwriters.  Their  median  return 
on  equity  topped  13%  in  the  latest  12 -month  period. 
Carriers  accelerated  their  shift  from  traditional  life  insur- 
ance to  retirement  savings  products.  Annuities  probably 


accounted  for  half  of  all  sales  in  1994;  variable  insurance, 
around  20%  of  new  life  premiums.  There's  plenty  of  risk  to 
watch  for  here.  Robert  Stein,  head  of  Ernst  &  Young's 
insurance  consulting  group,  says  savings  products  are  less 
profitable  for  insurers  than  traditional  whole  life  policies. 
And  they  put  insurers  in  competition  with  banks  and 
mutual  funds,  which  have  less  costly  distribution  systems. 
Life  companies  likely  to  do  best  in  1995  are  those  with 
low-cost  distribution  channels.  Examples:  John  Alden, 


Insurance 

Net 

Profit 

Profitability 

Growth 

Sales 

income 

margin 

Return  on  equity 

Sales 

Earnings  per  share 

Return  on 

capital 

5-year 

latest          latest 

Debt/ 

5-year 

latest 

5 -year 

latest 

latest 

latest 

latest 

average 

12  mos       12  mos 

capital 

average 

12  mos 

average 

12  mos 

12  mos 

12  mos 

12  mos 

Company 

% 

%               % 

% 

% 

% 

% 

% 

Smil 

Smil 

% 

Diversified 

Leucadia  National 

26.4 

7.7             7.4 

31.6 

19.4 

-6.8 

35.1 

-49.4 

1,349 

72 

5.4 

Horace  Mann  Educators 

21.8* 

15.5            13.5 

22.1 

3.3* 

0.3 

NM 

-11.8 

709 

67 

9.5 

American  Bankers 

16.6 

13.2            13.4 

18.7 

6.7 

30.5 

20.0 

2.7 

1,172 

55 

4.7 

Old  Republic  Intl 

16.0 

11.9            11.0 

13.8 

9.9 

5.2 

22.6 

1.9 

1,755 

158 

9.0 

American  Intl  Group 

15.7 

13.9            10.6 

37.9 

9.3 

11.4 

7.8 

13.3 

21,885 

2,108 
349 

9.6 
9.9 

Safeco 

15.4 

12.6            11.4 

15.6 

6.2 

2.8 

7.6 

-12.9 

3,532 

Lincoln  National 

11.4 

7.0             7.0 

8.7 

3.0 

-10.5 

16.5 

-39.7 

7,333 

288 

3.9 

Unitrin 

6.7 

5.2              5.1 

0.0 

3.9 

1.8 

-5.2 

-15.0 

1,378 

108 

7.8 

Cigna 

6.2 

8.6             8.1 

19.1 

4.8 

3.0 

-9.0 

500.0+ 

18,609 

566 

3.0 

CNA  Financial 

3.5 

0.4             0.9 

16.1 

6.2 

-0.9 

-12.2 

D-P 

10,888 

28 

0.3 

Independent  Insurance 

3.1 

0.8             0.8 

0.0 

NM 

-22.0 

-23.6 

D-P 

376 

2 

0.6 

Aetna  Life  &  Cas 

1.0 

def             def 

15.8 

-1.5 

0.4 

NM 

P-D 

17,298 

-824 

def 

Medians 

13.4 

8.1              7.7 

16.0 

5.5 

1.1 

1.2 

-5.0 

2,644 

90 

5.0 

Life  &  hearth 

Conseco 

47.4 

18.7            14.8 

44.7 

33.6 

-19.8 

57.1 

-27.5 

1,827 

215 

11.8 

National  Western  Life 

27.7 

20.1           20.1 

0.0 

20.2 

-11.3 

NM 

-8.4 

347 

49 

14.0 

Torchmark 

27.3 

21.3            14.5 

38.6 

6.1 

-5.3 

12.3 

14.3 

2,003 

291 

14.5 

Western  National 

20.6* 

13.2            14.2 

26.0 

11.3 

-1.2 

21.5* 

-17.2 

705 

103 

14.6 

Aflac 

19.5 
18.6 

20.6           19.4 
14.8           12.6 

9.5 
14.5 

17.1 

15.8 

22.6 
-1.8 

20.3 

25.9 

5,809 

282 

4.9 
10.4 

First  Colony 

23.3 

-21.0 

1,470 

153 

Southwestern  Life 

18.1 

def             def 

53.8 

-15.1 

-28.2 

NM 

P-D 

615 

-46 

def 

Protective  Life 

16.6 

19.2            15.0 

23.5 

20.3 

13.5 

26.2 

44.0 

819 

70 

8.6 

SunAmerica 

16.4 

18.1            12.6 

33.3 

6.8 

2.3 

38.3 

30.2 

888 

165 

18.6 

Equitable  of  Iowa 

16.4 
16.0 

18.9            17.5 

0.0 

NM 

20.5 

2.0 

34.1 
8.6 

23.4 

639 

99 

15.5 

Providian 

13.5           11.7 

21.2 

6.3 

2.2 

2,934 

323 

11.0 

UNUM 

15.9 

8.8             8.5 

8.2 

14.0 

11.2 

22.4 

-36.2 

3,565 

184 

5.2 

Aon 

14.7 

15.8           13.5 

13.3 

12.2 

7.6 

4.3 

45.9 

4,054 

352 

8.7 

Jefferson-Pilot 

12.7 

13.7            13.6 

0.0 

2.2 

6.7 

19.6 

14.8 

1,306 

236 

18.1 

Liberty  Corp 

11.9 
10.4 

12.0            11.3 
12.8            11.4 

34.0 
13.5 

6.2 

13.1 

13.1 
7.1 

9.9 
19.7 

525 
1,547 

54 
100 

10.3 
6.5 

NWNL  Cos 

NM 

6.1 

American  General 

9.6 

6.3             5.6 

56.9 

4.1 

2.5 

NM 

-40.3 

4,926 

314 

6.4 

Transamerica 

9.2 

11.8             8.0 

69.6 

-6.2 

5.3 

NM 

5.1 

5,214 

359 

6.9 

American  Natl  Ins 

8.9 

9.9             9.8 

0.0 

7.7 

0.6 

13.3 

6.0 

1.359 

193 

14.2 

USLife 

8.7 

10.2             8.9 

27.9 

7.8 

4.3 

7.7 

19.7 
D-P 

1,646 
1,744 

100 
183 

6.1 
10.5 

Kemper 

6.3 

11.1             9.6 

24.0 

-7.9 

24.2 

NM 

Provident  Life  &  Ace 

4.7 

12.8           11.3 

12.8 

2.1 

-3.6 

NM 

D-P 

2,806 

172 

6.1 

Washington  National 

4.1 

10.5            10.3 

0.8 

-5.2 

5.6 

NM 

27.6 

649 

36 

5.5 

Uslico 

1.8 

7.5             7.0 

27.2 

NM 

1.0 

-10.9 

D-P 

405 

21 

5.1 

Pioneer  Financial  Svcs 

0.2 

NA 

18.5           12.2 

38.7 

19.8 
9.8 

14.7 
2.0 

NM 

D-P 

775 
1,450 

16 
136 

2.1 
9.4 

Bankers  Life  Holding 

26.7            19.1 

36.2 

NA 

14.2 

CCP  Insurance 

NA 

15.4           12.6 

23.1 

NA 

-15.0 

NA 

-21.9 

526 

85 

16.1 

Emphesys  Finl  Group 

NA 

NA           17.4 

15.7 

13.4* 

NA 

NA 

NA 

1,421 

59 

4.1 

Equitable  Cos 

NA 

11.8             6.6 

42.6 

0.8* 

6.9 

NA 

NA 

6,525 

324 

5.0 

John  Alden  Financial 

NA 

22.5            19.0 

14.9 

11.1 

9.5 

66.7* 

5.5 

1,475 

84 
145 

5.7 
8.6 

Medians 

14.7 

13.5           12.4 

23.3 

6.8 

4.3 

10.4 

14.3 

1,460 

D-D:  Deficit  to  deficit.     D-P:  De 

ficit  to  profit. 

P-D:  Profit  to  deficit. 

def:  Def 

cit.     NA:  No 

available. 

NE:  Negat 

ive  equity. 

NM:  Not 

meaningful. 

*Four-year  average.     tThree-ye< 

v  average. 

For  further  explanation 

,  see  pag 

i  125. 

Sources.-  Forbes;  Value  Line  Data  Bas 

e  Service  via  OneSource  Information  Services. 
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which  sells  low-load  insurance  through  fee-only  planners; 
American  Bankers,  which  sells  credit  insurance  through 
retailers  and  banks  (see  box,  p.  184);  and  nwnl  Cos.,  which 
sells  annuities  via  payroll  deduction. 

Consolidation  was  an  important  feature  of  the  life  and 
health  insurance  business  last  year.  The  driving  force: 
efficiency,  nwnl  agreed  to  merge  with  Uslico,  drawn  by 
that  company's  payroll  deduction  business  and  the  chance 


to  cut  costs  by  combining  back  offices.  Met  Life  and 
Travelers  combined  their  group  health  businesses  to  create 
one  of  the  largest  health  insurers  in  the  U.S. 

Consolidation  will  go  on.  Life  insurers  will  need  lower 
back  office  expenses  to  compete  with  banks  and  mutual 
funds.  Health  insurers  will  need  to  increase  enrollments  to 
be  able  to  negotiate  low  rates  with  doctors  and  hospitals. 
Restructuring  is  alive  and  kicking  in  the  marketplace.   H 


Insurance 

Net 

Profit 

Profitability 

Growth 

Sales 

income 

margin 

Return  on  equity 

Sales 

Earnings  per  share 

Return  on 

capital 

5-year 

latest 

latest 

Debt/ 

5-year 

latest 

5 -year 

latest 

latest 

latest 

latest 

average 

12mos 

12  mos 

capital 

average 

12  mos 

average 

12  mos 

12  mos 

12  mos 

12  mos 

Company 

% 

% 

% 

% 

% 

% 

% 

% 

$mil 

$mil 

% 

Property  &  casualty 

Commerce  Group  Inc 

35.7 

28.7 

28.7 

0.0 

38.0 

17.0 

37.1 

2.8 

693 

110 

15.9 

Fidelity  National 

34.3 

21.5 

18.2 

52.8 

33.0 

3.4 

56.6 

-17.1 

551 

25 

4.6 

Progressive 

30.5 

23.2 

17.5 

38.3 

9.2 

20.4 

19.6 

-14.5 

2,260 

227 

10.0 

Mercury  General 

28.4 

16.8 

16.3 

3.1 

2.2 

6.0 

28.2 

-22.3 

557 

75 

13.5 

20th  Century  Inds 

24.6 

def 

def 

48.5 

12.2 

10.6 

11.7 

P-D 

1,191 

-427 

46 

def 

Allied  Group 

20.3 

25.5 

15.6 

4.7 

21.6 

3.9 

29.9 

24.1 

496 

9.4 

Orion  Capital 

19.7 

14.1 

12.4 

22.8 

-2.7 

9.3 

17.8 

5.1 

765 

56 

7.3 

Geico 

19.5 

12.8 

11.2 

19.6 

7.7 

4.0 

6.4 

-21.0 

2,676 

203 

7.6 

First  American  Finl 

18.2 

14.7 

12.8 

20.0 

16.5 

12.9 

38.1 

-22.2 

1,485 

42 

2.9 

General  Re 
Argonaut  Group 

17.3 

13.2 

12.9 

0.4 

5.8 

5.0 

7.7 

-4.1 

3,730 

636 
86 

17.1 

16.1 

11.9 

11.8 

0.0 

-3.7 

-3.9 

3.1 

11.2 

414 

20.9 

Allmerica  Prop  &  Cas 

16.0 

8.4 

8.4 

0.0 

4.7 

1.0 

15.6 

-59.1 

1,991 

101 

5.1 

Transatlantic  Holding 

15.7 

12.4 

12.4 

0.0 

6.2 

34.9 

12.6 

7.8 

917 

96 

10.4 

Fremont  General 

15.0 

13.8 

9.0 

55.5 

9.3 

2.5 

28.8 

11.7 

651 

54 

8.2 

Chubb 

14.2 

12.1 

10.2 

22.5 

6.8 

3.9 

NM 

38.7 

5,648 
517 

533 

19 

9.4 

Harleysville  Group 

13.7 

6.9 

6.1 

26.9 

12.0 

17.9 

5.8 

-30.4 

3.6 

Hartford  Steam  Boiler 

13.6 

15.3 

14.1 

8.4 

8.4 

-6.9 

-24.0 

188.4 

610 

51 

8.3 

Ohio  Casualty 

12.7 

11.8 

10.8 

7.2 

2.7 

-9.2 

NM 

0.9 

1,573 

102 

6.5 

Cincinnati  Financial 

12.4 

10.1 

10.1 

3.9 

9.8 

6.3 

9.6 

4.5 

1,500 

202 

13.5 

Foremost  Corp  of  Amer 

12.1 

13.9 

10.8 

33.5 

0.5 

0.2 

41.0t 

-2.1 
-39.1 

461 

756 

30 
36 

6.4 

WR  Berkley 

11.9 

5.4 

6.6 

29.7 

1.5 

30.5 

NM 

4.8 

Zenith  National  Ins 

11.7 

11.6 

10.8 

19.0 

4.7 

0.5 

NM 

5.4 

587 

41 

7.0 

Alleghany 

10.6 

10.7 

9.0 

35.9 

14.5 

7.2 

13.8 

12.8 

1,954 

100 

5.1 

St  Paul  Cos 

10.5 

13.1 

11.6 

16.0 

4.8 

7.1 

6.0 

D-P 

4,700 

412 

8.8 

Selective  Insurance 

10.4 

10.6             9.8 

25.6 

6.9 

11.4 

-11.9 

68.2 

745 
1,903 

34 

4.6 

American  Premier 

9.3 

1.5 

2.7 

23.6 

23.8 

11.5 

24.6 

-87.8 

26 

1.4 

Berkshire  Hathaway 

7.9 

9.0 

8.4 

8.3 

8.9 

34.1 

8.9 

108.1 

4,127 

927 

22.5 

ITT 

7.3 

11.9 

6.4 

26.8 

2.5 

3.7 

4.0 

500.0+ 

22,666 

944 

4.2 

Continental  Corp 

4.3 

def 

def 

32.1 

-3.7 

-0.8 

NM 

P-D 

5,081 

-294 

def 

Reliance  Group 

1.4 

8.4 

7.5 

67.5 

-3.7 

7.6 

NM 

D-P 

3,131 
3,167 

45 
229 

1.4 

USF&G 

def 

16.2 

14.1 

21.5 

-7.1 

-2.3 

NM 

441.0 

7.2 

Allstate 

NA 

5.6 

5.4 

8.9 

6.8 

2.5 

NA 

-39.0 

21,317 

580 

2.7 

American  Re 

NA 

11.1 

8.9 

46.2 

4.4 

16.3 

NA 

-1.6 

.    1,668 

92 

5.5 

Lawyers  Title 

NA 

9.7 

8.5 

0.0 

2.3 

11.7 

NA 

-35.7 

533 

17 

3.2 

TIG  Holdings 
Medians 

NA 

4.3 

4.3 

0.0 

1.9 
6.2 

-8.7 
6.0 

NM 
8.3 

D-P 
2.8 

1,764 
1,500 

53 
75 

3.0 

13.7 

11.9 

10.2 

20.0 

6.5 

Brokerage 

Marsh  &  McLennan  Cos 

30.6 

27.3 

22.3 

22.3 

6.6 

8.7 

1.7 

14.3 

3,357 

372 

11.1 

Crawford  &  Co 

23.9 

19.4 

18.8 

0.3 

15.2 

-3.1 

14.2 

0.0 

583 

40 

6.9 

Alexander  &  Alexander 
Medians 

def 

def 

def 

25.0 
22.3 

2.0 
6.6 

0.1 
0.1 

NM 

D-D 

1,338 
1,338 

-22 
40 

def 
6.9 

23.9 

19.4 

18.8 

1.7 

0.0 

Industry  medians 
All-industry  medians 

14.2 

12.1 

10.9 

19.8 

6.2 

3.9 

7.7 

5.1 

1,480 

100 

6.9 

11.4 

12.6             9.4 

32.8 

5.5 

6.3 

-18.8 

11.8 

1,449 

60 

4.3 

D-D:  Deficit  to  deficit.     D-P:  De 

ficit  to  profit. 

P-D:  Profit  to  deficit. 

def:  Def 

cit.     NA:  Not 

available. 

NE:  Negat 

ive  equity. 

NM:Notr 

neaningful. 

*Four-year  average.     tThree-ye; 

ir  average. 

For  further  explanatior 

,  see  pag 

3  125. 

Sources:  Forbes;  Value  Line  Data  Bas 

8  Service  via  OneSource  Information  Services. 

186 


Forbes  ■  January  2,  1995 


— * 


^s^ss: 


■mj..,-  ■>  —  ■ 


When  you  know  where  to  look,  you 
see  new  resources  piling  up. 


Recycling  yesterday's  newspaper 
into  tomorrow's  is  old  news.  But 
Louisiana-Pacific  found  a  way  to  use  old 
newspapers  as  a  new  resource  for 
construction  materials. 

We  use  recycled  paper  in  our 
FiberBond*  line  of  building  panels. 
Not  only  does  it  make  sense  for 


Harry  Merto, 
Chairman  &  President 

"Wastepaper  is  the  largest  remaining 
untapped  forest  in  the  world." 


the  environment,  but  it  makes  a  stronger,  more 
reliable  product  than  conventional  wallboard. 

For  more  than  20  years,  Louisiana-Pacific  has 
led  the  forest  products  industry  with  innovative, 
affordable  building  products  that  work  better  and 
that  are  better  for  the  environment.  FiberBond  is  one 
example  that  proves  new  resources  don't  have  to 
be  found  in  the  forest.  We  find  them  on  the  curb. 


m 


Louisiana-Pacific 

Doing  something  about  it. 


For  product  or  corporate  information,  write  Louisiana-Pacific, 
Communications  Department,  111  S.W.  5th  Ave.,  Portland,  OR  97204. 
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Metals 


, 


Much  to  their  customers'  displeasure,  the  steel  companies 
aggressively  raised  prices  last  year  and  may  repeat 
the  trick  this  year— Alan  Greenspan  willing. 


By  James  R.  Norman 

Wall  Street  has  been  punishing  steel,  copper  and  other 
metals  stocks  in  recent  months,  anticipating  higher  inter- 
est rates  and  a  slowing  economy.  From  their  recent  peaks 
late  last  summer,  Bethlehem's  and  National  Steel's  stocks 
lost  more  than  a  quarter  of  their  value.  But,  unless  we  have 
a  sharp  recession,  strong  demand  for  metals  will  continue, 
with  many  firms  running  at  full  capacity. 

As  the  new  year  opens,  analysts  expect  U.S.  steel 
shipments,  which  last  year  ran  at  their  highest  pace  in  1 5 
years,  will  hold  up  again  this  year  at  about  92  million  tons, 
paced  by  automotive  and  construction  demand.  That  has 
allowed  the  U.S.  mills  to  jack  up  prices  an  average  5%  in 
1994,  and  they  are  likely  to  make  another  5%  increase  stick 
in  1995 — despite  howls  of  pain  from  such  customers  as 
General  Motors.  Coupled  with  years  of  cost-cutting  and 
new  investment,  another  round  of  price  hikes  would  let 
integrated  steelmakers  like  USX,  LTV  and  Inland  post  sharp 
profit  increases  in  1995.  Earnings  at  minimills  like  Nucor 
and  Birmingham  Steel  should  also  rise,  but  not  as  much, 
because  of  the  high  cost  of  scrap.  "As  long  as  the  auto 
market  stays  strong,  this  industry  will  do  well,"  says  analyst 
Peter  Anker  at  NatWest  Securities. 

Elsewhere  in  metals,  new  copper  mines  have  come  on 


stream,  but  copper  prices  could  remain  at  their  current 
strong  level  of  nearly  $1.30  per  pound.  Reason:  tight 
inventories  and  another  year  of  5%  world  demand  growth, 
in  developing  countries,  Europe  and  Japan.  The  primarv 
beneficiaries  would  be  Phelps  Dodge,  Asarco,  Magma 
Copper  and  Cyprus  Amax  Minerals. 

Aluminum  nearly  doubled  in  price  over  the  past  year 
and  may  keep  climbing  because  of  brisk  world  demand. 
Some  analysts  forecast  ingot  prices  of  up  to  $1 .50  a  pound 
this  year — almost  double  the  price  last  fall.  Once- 
huge  stockpiles  have  dwindled,  thanks  to  an  agreement  in 
early  1994  by  major  U.S.  producers  to  close  some  smelters 
in  return  for  curbs  on  Russian  exports.  Even  if  some  of 
those  smelters  restart,  the  price  oudook  is  bullish,  says 
NatWest's  Peter  Anker.  Reynolds  and  Alcoa  should  have 
good  years. 

What  about  nickel?  Inventories  are  high,  but  prices  are 
rising  as  demand  grows  for  stainless  steel — particularly  in 
auto  exhaust  systems.  Canada's  Inco  will  benefit. 

Precious  metals  look  less  bullish.  Gold,  recently  $375  an 
ounce,  may  have  a  tough  time  surpassing  $400  per  ounce. 
Rising  interest  rates  will  probably  boost  its  carrying  costs. 
Industrial  demand  will  remain  price-sensitive.  !■ 


Back  in  the  race 

As  the  country's  smallest 
integrated  steelmaker  (just 
1  million  tons  of  produc- 
tion and  $500  million  in 
sales),  Acme  Metals  Inc. 
has  lived  on  borrowed  time. 
Its  old  mill  near  Chicago 
is  the  last  major  mill  to  cast 
metal  only  in  ingots  rath- 
er than  continuous  slabs. 

Spun  off  from  Inter- 
lake  Corp.  in  1986,  Acme 
survived  by  wrangling  la- 
bor concessions,  tweaking 
old  machinery  and  ac- 
quiring niches  in  tubing, 
car  jacks  and  steel  strap- 
ping. But  without  capital  to 
modernize,  Acme's  basic 
steel  business  and  its  1 ,700 
jobs  looked  doomed. 

Until  now.  Y  hen  ris- 
ing steel  prices  and  profits 


pushed  up  steel  stocks  last 
year,  Acme  Chairman  Brian 
Marsden,  63,  struck 
while  the  iron  was  still  hot. 
He  floated  5.6  million 
new  shares  at  $21  each  last 
summer  to  Canadian  in- 
vestors. That  raised  $112 
million,  doubling  Acme's 
equity  base.  He  then  bor- 
rowed $255  million  to 
fund  a  $370  million  effort 
to  transform  Acme  from 
one  of  the  industry's  high- 
est-cost producers  to 
among  the  lowest. 

Marsden  is  betting  the 
company  on  the  latest  pro- 
cess for  casting  steel  di- 
rectly into  thin  (2-inch- 
thick)  slabs.  This  method 
takes  less  time,  energy  and 
labor  than  rolling  out 
standard  8-inch-thick  slabs. 

Acme  should  thus  be 


able  to  make  sheet  steel  as 
cheaply  as  new  minimills 
do — but  widi  much  higher 
quality.  Its  metal  comes 
from  a  blast  furnace  rather 
than  scrap  melted  in  an 
electric  arc  furnace.  "'The 
technical  risk  will  be  min- 
imal," insists  Marsden. 
"And  we  know  the  mar- 
ket is  there." 


Acme  Metals'  Brian  Marsden 
A  make-or-break  bet. 


The  new  plant  should 
open  in  late  1996.  Steel  an- 
alyst David  J.  McCracken 
of  Toronto-based  Nesbitt 
Burns  thinks  Acme  could 
earn  $5  a  share  in  1997 
versus  $2  a  share  in 
1994.  -J.R.N. 
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Metals 

Net 

Profit 

Profitability 

Growth 

Sales 

income 

margin 

Return  on  equity 

Sales 

Earnings  per  share 

Return  on 

capital 

5-year 

latest         latest 

Debt/ 

5-year 

latest 

5-year 

latest 

latest 

latest 

latest 

average 

12  mos       12  mos 

capital 

average 

12  mos 

average 

12  mos 

12  mos 

12  mos 

12  mos 

Company 

% 

%               % 

% 

/o 

% 

% 

% 

Smil 

Smil 

% 

Steel 

Allegheny  Ludlum 

21.6 

4.2              4.1 

26.4 

-2.6 

-6.6 

-14.9 

-75.5 

1,017 

17 

1.6 

Worthington  Inds 

17.0 

19.3            16.0 

8.4 

5.6 

16.1 

7.0 

23.0 

1,341 

90 

6.7 

J&L  Specialty  Steel 

13.7t 

19.5            11.7 

35.2 

-4.9 

1.4 

NA 

27.4 

674 

51 

7.5 

Oregon  Steel  Mills 

13.4 

1.9             3.0 

27.8 

27.0 

37.2 

-10.4 

-51.8 

799 

5 

0.7 

Nucor 

12.6 

20.6           15.0 

15.2 

13.7 

35.3 

NM 

65.1 

2,788 

186 

6.7 

Carpenter  Technology 

10.6 

16.0             9.8 

31.7 

NM 

15.7 

NM 

53.4 

655 

40 

6.2 

Lukens 

10.5 

0.7             2.6 

37.1 

7.8 

-0.8 

-17.4 

-93.7 

897 

4 

0.4 

Commercial  Metals 

9.2 

11.0             9.2 

23.6 

6.5 

6.9 

NM 

19.7 

1,666 

26 

1.6 

Birmingham  Steel 

7.9 

8.7             7.4 

22.9 

6.9 

73.8 

NM 

143.0 

796 

30 

3.7 

AM  Castle  &  Co 

6.5 

18.4            11.4 

34.9 

-2.4 

10.8 
8.1 

-15.0 

151.5 

514 

13 

2.5 

Quanex 

6.2 

4.6             5.8 

34.2 

5.0 

-40.9 

D-P 

663 

15 

2.2 

Central  Steel  &  Wire 

4.7 

10.7            10.7 

0.0 

-5.8 

16.6 

-36.5 

228.2 

572 

14 

2.5 

Lone  Star  Tech 

4.6 

def             def 

46.9 

-13.5 

-1.4 

-58.0t 

P-D 

346 

-8 

def 

Texas  Industries 

4.1 

11.2             8.1 

29.3 

NM 

17.8 

NM 

500.0+ 

739 

35 

4.8 

Acme  Metals 

2.8 

15.7            15.9 

56.0 
29.8 

NM 
-2.9 

14.9 
14.7 

NM 
NA 

414.9 

D-P 

500 

15 

3.0 

WHX 

O.lt 

20.9            12.2 

1,137 

82 

7.2 

Geneva  Steel 

def 

def             def 

66.6 

-2.1 

4.5 

NM 

D-D 

486 

-17 

def 

Intermet 

def 

4.6             3.8 

50.8 

2.7 

6.3 

NM 

D-P 

471 

3 

0.7 

Weirton  Steel 

def 

68.6           10.2 

87.6 

-4.1 

6.8 

NM 

D-P 

1,258 

21 

1.7 

Inland  Steel  Inds 

def 

3.0             6.8 

42.3 
60.0 

-2.4 

15.5 

NM 

D-P 

4,319 

51 

1.2 

USX-US  Steel 

def 

42.2            13.7 

-6.0 

12.5 

NM 

D-P 

5,971 

235 

3.9 

National  Steel 

def 

def             4.0 

68.2 

-1.9 

5.7 

NM 

D-D 

2,542 

2 

0.1 

Bethlehem  Steel 

def 

def             def 

38.4 

-5.9 

13.0 

NM 

D-D 

4,725 

-193 

def 

Armco 

def 

NE             def 

277.7 

-10.4 

-21.7 

NM 

D-D 

1,466 

-23 

def 

AK  Steel  Holding 

NA 

NA           34.0 

95.5 

NM 

NA 

NA 

NA 

1,883 

95 

5.1 

LTV 

NA 

NA           47.3 

17.8 

-4.4 

11.2 

NA 

NA 

4,441 

334 

7.5 

Northwestern  Steel 

NA 

17.9             9.9 

74.2 

3.5 

11.9 

NM 

D-P 

604 

10 
17 

1.7 
2.2 

Medians 

4.6 

10.7             9.2 

35.2 

-2.6 

11.6 

NM 

65.1 

897 

Nonf  errous  metals 

Newmont  Mining 

34.2 

10.7           10.0 

29.9 

3.6 

-2.4 

-16.9 

-11.5 

600 

76 

12.7 

Freeport-McMoRan 

20.6 

0.0             7.1 

48.1 

-4.1 

24.0 

NM 

D-P 

1,907 

34 

1.8 

Broken  Hill 

18.9 

15.4             9.2 

28.8 

8.1 

3.8 

NM 

-21.2 

12,433 

935 

7.5 

Phelps  Dodge 

16.2 

12.2             9.2 

19.1 

1.0 

13.3 

-12.5 

17.0 

2,941 

249 

8.5 

Inco 
Engelhard 

11.4 

def             def 

34.7 

-9.4 

0.3 

-49.5 

P-D 

2,232 

-128 

def 
1.0 

7.7 

4.5             4.6 

15.7 

-1.8 

7.0 

-33.61 

-77.0 

2,309 

23 

Maxxam 

7.4 

NE              def 

95.9 

20.4 

-1.1 

NM 

D-D 

2,081 

-156 

def 

Tredegar  Industries 

5.0* 

22.1            13.8 

14.3 

-7.3 

9.3 

NM 

178.9 

492 

37 

7.5 

Magma  Copper 

3.6 

8.8             6.7 

32.0 

5.8 

3.0 

-19.7 

112.8 

818 

60 

7.3 

Handy  &  Harman 
Alcoa 

3.3 

16.7             8.8 

61.8 

17.2 

NM 

21.3 

NM 
NM 

58.0 

760 

15 
-12 

2.0 

def 

2.5 

def             3.0 

-2.5 

4.1 

P-D 

9,573 

Alcan  Aluminium 

1.4 

def             1.5 

27.7 

-3.9 

7.8 

NM 

D-D 

7,814 

-14 

def 

Asarco 

0.9 

0.2              1.5 

32.4 

-3.5 

6.0 

NM 

D-P 

1,879 

3 

0.2 

Cyprus  Amax  Minerals 

0.3 

2.6             4.2 

33.8 

3.0 

59.5 

-23.5 

-80.1 

2,599 

100 

3.9 

Reynolds  Metals 

def 

def             def 

45.8 

-1.7 

6.0 

NM 

D-D 

5,587 

-186 

def 

Homestake  Mining 

def* 

15.7            10.3 

18.3 

2.5 

-2.2 

NM 

500.0+ 

673 

81 

12.0 

Alumax 
Medians 

NA 

4.3 

def             def 

44.1 

-1.9 

7.4 
6.0 

NA 

NA 

2,575 
2,232 

-75 
23 

def 
1.8 

2.6              4.6 

32.0 

-1.8 

NM 

-16.3 

Industry  medians 

4.6 

6.7             7.3 

34.0 
32.8 

-2.4 

7.8 

NM 
-18.8 

27.4 
11.8 

1,300 

19 

1.9 

All-industry  medians 

11.4 

12.6             9.4 

5.5 

6.3 

1,449 

60 

4.3 

D-D:  Deficit  to  deficit.     D-P:  De 

ficit  to  profit. 

P-D:  Profit  to  deficit. 

def:  Def 

cit.     NA:  Not 

available. 

NE:  Nega 

ive  equity. 

NM:  Noti 

meaningful. 

*Four-year  average.     'Three-ye; 

ir  average. 

For  further  explanation 

,  see  pag 

j  125. 

Sources:  Forbes:  Value  Line  Data  Bas 

e  Service  via  OneSource  Information  Services. 
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Retailing's  new  darlings  are  huge  discount  stores 

and  electronics  chains.  A  big  disappointment:  home  shopping. 

On  the  endangered  list:  midsize  department  stores. 


By  Zina  Moukheiber 

When  Wal-Mart  and  Kmart  experimented  with  hypermar- 
ket stores  in  the  late  1980s,  results  were  disappointing. 
The  stores  sold  groceries  and  general  merchandise  but 
were  so  big — between  220,000  and  260,000  square 
feet — that  many  shoppers  felt  lost  in  them. 

The  appeal  to  the  retailers  of  bigger  stores  didn't  die, 


however.  Almost  a  decade  later  Wal-Mart  and  Kmart  are 
taking  another  crack  at  one-stop  shopping,  this  time  with 
smaller  "supercenter"  stores  of  between  150,000  and 
220,000  square  feet.  So  far,  customers  seem  to  like  them. 
Wal-Mart  already  operates  119  supercenters  and  plans  to 
open  100  more  this  year.  Most  will  be  replacing  existing 


"We  have 
fanatical  service" 

If  you  don't  believe  that 
superior  service  can  make 
even  a  commodity  busi- 
ness like  office  supplies 
more  profitable,  check 
out  Los  Angeles-based  Vi- 
king Office  Products.  A 
mail-order  outfit  that  sells 
everything  from  pencils 
and  thumbtacks  to  office 
chairs  and  computer  ac- 
cessories, Viking  has  earned 
an  average  21%  on  equity 
during  the  past  five  years, 
versus  Office  Depot's 
12%  and  Staples' 9%. 

Viking  Chairman  Ir- 
win Helford,  60,  uses  low 
promotional  prices  to  at- 
tract customers — mostly 
small-  to  medium-size 
businesses.  But  overall  his 
prices  are  slightly  higher 
than  those  of  discounters 
such  as  Office  Depot  and 
Staples.  "It  takes  low  prices 
to  attract  customers'  at- 
tention, but  it's  not  the 
lower  prices  that  keep 
them,"  he  says. 

What  does  keep  them  is 
service.  Viking  gives  its  cus- 
tomers a  free  one-year 
guarantee,  this  is  in  addi- 
tion to  the  manufactur- 
er's warranty.  And  Viking 
doesn't  charge  for  ship- 
ping on  items  over  $25.  All 
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orders  are  delivered  over- 
night, or  even  the  same  day 
for  customers  that  are 
close  to  one  of  Viking's 
nine  distribution  centers. 
To  differentiate  Viking 
from  the  avalanche  of  cata- 
logs office  secretaries  re- 
ceive, Helford's  computers 
track  every  customer's 
purchase  patterns  and  send 
out  personalized  catalogs 
to  most  of  its  1.3  million 
active  customers.  For  in- 
stance, if  a  client  orders  one 
type  of  ballpoint  pen  at  a 


certain  frequency,  Viking 
will  send  him  a  catalog 
with  a  message  reminding 
him  it's  time  to  reorder 
the  pens.  "The  catalogs  talk 
to  one  customer  at  a 
time,"  says  Helford. 

Viking  also  generates 
loyalty.  Its  customer  reten- 
tion rate  is  68%,  one  of 
the  industry's  highest. 
"Other  companies  have 
good  service,"  says  Hel- 
ford. "We  have  fanatical 
service." 

Helford  was  lured  to 


Viking  Chairman  Irwin  Helford 
Winning  by  emphasizing 
customer  service. 


Viking  in  1984.  At  the  time 
he  was  in  charge  of  sales 
and  marketing  at  Reliable 
Corp.,  a  private  competi- 
tor. He  met  Viking  founder 
Rolf  Ostern  at  an  office 
products  convention  in 
Chicago.  With  Viking's 
sales  stagnating  at  $15  mil- 
lion, Ostern  was  looking 
for  new  leadership  and 
snared  Helford  with  an 
offer  to  more  than  double 
his  salary. 

A  great  investment. 
Since  Helford  arrived,  Vi- 
king's sales  have  climbed 
to  $565  million  (for  its  fis- 
cal year  ended  last  June). 
Helford  owns  6.5%  of  Vi- 
king, worth  $70  million. 

Under  Helford's  guid- 
ance, Viking  has  expanded 
in  Europe  and  Australia. 
How  more  than  half  of  Vi- 
king's revenues  come 
from  outside  the  U.S.  In 
these  fragmented  mar- 
kets, Viking  faces  far  less 
competition  from  dis- 
counters than  in  the  U.S., 
so  margins  are  higher. 

"What  we  did  is  sim- 
ple, basic  common  sense," 
says  Helford.  "But  it  took 
sophistication  to  imple- 
ment it."  -Z.M. 
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Wal-Marts.  Rival  Kmart  will  have  close  to  100 

Super 

Mana 

gement  Horizons,  a  division  of  Price  Water- 

Kmart  Centers  by  the  end  of  1995.  Over  two  years  ago 

house, 

sxpects  supercenter  sales  to  more  than  double, 

Kmart  broke  off  its  troubled  partnership  in  hypermarkets 

from  $13  billion  in  1993  to  $32  billion  in  1995,  grabbing 

with  food  retailer  Bruno's  Inc.  to  go  it  alone 

in  the 

market  share  from  discount  department  stores  and  super- 

supercenter business.  "We  remerchandised  the  stores  and 

markets 

built  our  own  fresh  produce,  meat  and  bakery  depart- 

For the  year  ahead,  Carl  Steidtmann  at  Management 

ments,"  says  David  Marsico,  vice  president  of  Super 

Kmart 

Horizons  expects  retail  sales  to  grow  at  a  fairly  robust  clip 

Centers.  This  change,  however,  has  yet  to  do  much  for 

of6.5%. 

One  of  the  hottest  segments:  consumer  electron- 

Kmart's  bottom  line. 

ics  stores,  a  category  where  sales  rose  32%  over  the  last  12 

Retailing 

Sales 

Net 
income 

Profit 
margin 

Profitability 

Growth 

Return  on  equity 

Sales 

Earnings  per  share 

Return  on 

capital 

5-year         latest 

latest 

Debt/ 

5 -year 

latest 

5-year         latest 

latest 

latest 

latest 

average       12  mos 

12  mos 

capital 

average 

12  mos 

average       12  mos 

12  mos 

12  mos 

12  mos 

Company                                 %            % 

% 

% 

% 

% 

%              % 

Smil 

Smil 

% 

Department  stores 

May  Dept  Stores                             20.1          19.1 

13.0 

33.7 

5.3 

4.8          11.2            12.1 

11,980 

746 

6.2 

Younkers                                       17.8*          7.1 

6.5 

28.2 

13.6 

-6.0 

16.1          -57.0 

583 

12 

2.0 

Dil lard  Dept  Stores                            14.8           11.8 

8.9 

35.9 

15.0 

8.0 

12.8              1.4 

5,437 

244 

4.5 

JC  Penney                                     14.8          18.8 

12.9 

31.1 

4.0 

4.2 

NM            18.2 

20,657 

1,068 

5.2 

Mercantile  Stores                             8.5            7.6 

7.5 

16.7 

4.3 

1.6 

-10.4            18.1 

2,779 

101 

3.6 

Sears,  Roebuck                                7.9          10.9 

8.5 

42.7 

2.4 

3.8 

15.1              D-P 

53,144 

1,314 

2.5 

Strawbridge                                     7.3            9.0 

7.6 

44.9 

1.3 

2.4 

-11.7           46.3 

994 

23 

2.3 

Neiman  Marcus  Group                      0.1            def 

4.8 

45.3 

6.9 

2.9 

NM             P-D 

2,105 

21 

1.0 

Broadway  Stores                               NA            def 

def 

73.5 

-5.8 

-2.4 

NA              NA 

2,069 

-67 

def 

Carson  Pirie  Scott                             NA            NA 

9.3 

49.6 

2.2* 

1.5 

NA              NA 

1,156 

38 

3.2 

Federated  Dept  Stores                       NA           9.9 

6.2 

46.5 

-1.0* 

5.3 

NA           34.6 

7,524 

226 

3.0 

Medians                                        11.6           9.5 

7.6 

42.7 

4.0 

2.9 

0.4            18.1 

2,779 

101 

3.0 

Apparel 

Gap                                                35.7          27.4           26.1 

0.0 

22.1 

12.9 

29.1            43.0 

3,573 

311             8.7 

TJX  Cos                                           28.6*         16.9           13.7 

24.6 

13.9 

5.2 

NM          -20.5 

3,771 

102             2.7 

Goody's  Family 

24.5t         10.2             9.5 

1.5 

20.2 

18.4 

NA         -32.3 

578 

9             1.6 

Filene's  Basement 

24.1*          def 

def 

25.4 

13.9 

8.6 

NM             P-D 

608 

-3            def 
388             5.4 

Limited 
Talbots 

24.0          15.8 
18.8*         15.2 

12.7 

19.1 

12.9 

-0.7 

9.3          -10.0 

7,203 
802 

12.5 

8.9 

13.6* 

17.2 

NM           31.3 

45 

5.7 

Ross  Stores 

18.1           16.0 

13.9 

26.4 

12.2 

10.3 

4.1            17.5 

1,216 

37 

3.1 

Charming  Shoppes 

17.7          11.6 

11.4 

3.7 

12.1 

4.1 

17.3          -18.1 

1,284 

63 

4.9 

Edison  Bros  Stores 

15.2            3.7 

4.1 

27.9 

10.4 

-1.8 

-7.4          -74.1 

1,473 

15 

1.0 

Nordstrom 
Dress  Bam 

14.9          16.6 

14.0 

19.3 

9.0 

7.3 

3.7           49.4 

3,811 

194 

5.1 
3.5 

14.5          11.4           11.3 

0.0 

13.1 

9.0 

NM          -15.1 

457 

16 

Burlington  Coat 

13.7          11.9 

10.6 

19.8 

16.6 

22.4 

15.6            -5.6 

1,526 

41 

2.7 

Melville 

13.6          13.0 

13.9 

1.0 

9.7 

6.9 

-9.4          172.7 

11,134          332 

3.0 

J  Baker 

12.8          12.3 

8.5 

51.0 

24.0 

25.6 

6.7            12.6 

1,008            25 

2.5 

Merry-Go-Round 
Jacobson  Stores 

8.4            def 

def 

44.0 
54.5 

25.1 

-2.2 

NM 

P-D 

905        -107 

def 

0.2 
4.2 

4.7            1.0 

2.8 

2.2 

-3.3 

-23.2 

-72.2 

403 

1 

AnnTaylor  Stores 

3.6t          8.6 

7.3 

34.3 

11.9 

15.6 

123.7t        121.3 

562 

23 

US  Shoe 

0.7            7.1 

6.1 

15.8 

2.0 

-2.3 

NM             D-P 

2,583 

33 

1.3 

Brown  Group 

def           def 

def 

36.1 

-1.1 

-9.3 

NM             P-D 

1,511 

-22 

def 

Petrie  Stores 

def           def 

def 

6.4 

4.2 

2.0 

NM             D-D 

1,484 

-24 

def 

Genesco 

Medians 

def           def 
14.5          11.4 

def 

56.7 

3.9 

-16.8 

NM             P-D 

482 

-145 
25 

def 
2.7 

9.5 

19.8 

12.2 

6.9 

-16.3          -15.1 

1,284 

Consumer  electronics 

Circuit  City  Stores 

22.1          19.9           19.5 

14.4 

18.3 

30.0 

12.5            15.7 

4,692 

143 

3.1 

Sun  TV  &  Appliances 

17.3          13.5           13.1 

6.7 

30.1 

39.2 

37.1            17.2 

652 

18 

2.8 

Intelligent  Electron 

16.8          16.4           16.7 

0.0 

34.3 

30.1 

31.1            75.9 

2,971 

37 

1.3 

MicroAge 

14.9          16.8           14.8 

0.7 

38.7 

33.0 

15.8           35.3 

2,009 

16 

0.8 

Best  Buy 

14.0          14.1            10.6 

39.2 

42.9 

80.8 

58.2            52.2 

3,784 

44 

1.2 

D-D:  Deficit  to  deficit.    D-P:  Deficit  to  profit.    P-D:  Profit  to  deficit. 

def:  Def 

Cit.     NA:  Not 

available.     NE:  Negative  equity.    NM:  Not  meaningful. 

*Four-year  average.     tThree-year  average.        For  further  explanation,  see  page 

!l25. 

Sources:  Forbes;  Value  Line  Data  Base  Service  via  OneSource  Information  Services. 
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months.  The  biggest  winner  in  this  segment  was  Best  Buy, 
which  posted  an  81%  sales  gain,  to  $3.8  billion.  "There's 
pent-up  demand  from  the  [1990-92  |  recession,  sales  are 
driven  by  new  products  in  computers  and  multimedia,  and 
people  are  spending  more  time  at  home,"  explains  Salo- 
mon Brothers  retail  analyst  Mark  Mandel. 

Also  benefiting  from  the  stay-at-home  trend  were  the 
home  improvement  companies.  Latest- 12 -months  sales 
were  up  over  30%  at  Home  Depot  and  Lowe's  Cos. 

Specialty  retailers,  such  as  the  Limited  and  the  Gap,  arc- 
still  losing  market  share  to  department  stores.  But  they  are 
fighting  back  by  devoting  more  dollars  to  advertising 
instead  of  relying  on  mall  traffic,  and  they're  opening 


bigger  and  better-stocked  stores. 

As  for  department  stores,  the  big  news  in  1994  was  the 
purchase  of  R.H.  Macy  by  Federated  Department  Stores. 
This  created  the  largest  high-end  chain,  with  over  $14 
billion  in  sales.  "The  Macy- Federated  merger  sets  the  bar 
for  critical  mass — a  minimum  of  $10  billion — and  puts 
pressure  on  second-tier  department  stores  such  as  Dillard, 
Dayton  Hudson  and  Nordstrom  to  consolidate,"  says 
Isaac  Lagnado,  publisher  of  Tactical  Retail  Monitor. 

In  TV  shopping — a  segment  led  by  qvc  and  Home 
Shopping  Network — market  share  was  flat,  qvc  Inc.'s 
high-end  Q2  cable  service,  which  offered  apparel  from  the 
likes  of  designer  Betsey  Johnson,  lost  $25  million.        !■ 


Retailing 


Profitability 


Growth 


Net        Profit 
Sales     income    margin 


Return  on  equity 


Earnings  per  share 


Company 


Good  Guys 

Inacom 

Tandy 

Fretter 

CompUSA 


Return  on 
capital 
5-year         latest  latest  Debt/         5-year         latest         5-year         latest  latest  latest  latest 

average       12  mos       12  mos       capital       average       12  mos       average       12  mos       12  mos       12  mos       12  mos 
%  %  %  %  %  %  %  %  $mil  $mil  % 


2.0 

13.5 

13.5 

0.0 

27.9 

31.2 

NM 

76.7 

725 

14 

1.9 

1.6 

def 

0.1 

18.7 

45.0 

23.6 

NM 

P-D 

1,708 

-2 

def 

7.9 

11.5 

10.5 

3.9 

NM 

15.3 

-27.8 

D-P 

4,576 

219 

4.8 

2.0 

def 

def 

56.2 

18.8 

107.7 

NM 

P-D 

766 

-9 

def 

def 

def 

def 

51.2 

70.4 

51.4 

NM 

P-D 

2,295 

-19 

def 

Medians 

13.0 

13.5 

11.8 

10.6 

32.2 

32.1 

-7.7 

26.3 

Drug  &  discount 

Wal-Mart  Stores 

29.2 

23.5 

15.2 

42.0 

27.4 

22.3 

22.5 

13.4 

Venture  Stores 

28.3 

13.1 

10.9 

27.2 

7.7 

10.0 

16.3 

-25.2 

Value  City  Dept  Stores 

24.3t 

21.8 

18.6 

12.6 

15.2 

2.7 

23.6* 

-3.2 

Family  Dollar  Stores 

21.4 

19.2 

18.3 

o.d 

13.8 

10.1 

25.3 

-4.3 

Walgreen 
Dollar  General 

20.3 
19.6 

20.4 
25.4 

18.0 

0.9 

11.3 
13.5 

11.3 
29.3 

12.5 
35.7 

15.2 

25.3 

1.5 

43.5 

Caldor 

17.0t 

14.7 

10.9 

47.4 

8.8 

15.7 

102.5* 

-3.3 

Genovese  Drug  Stores 

15.5 

15.0 

9.8 

34.1 

5.5 

11.7 

15.2 

6.0 

Consolidated  Stores 

15.0 

17.1 

15.4 

28.7 

12.1 

16.2 

104.7t 

18.8 

ShopKo  Stores 
Dayton  Hudson 

15.0 

8.6 

6.2 

44.1 

6.6 

6.9 

NM 

-24.2 

14.7 

14.1 

9.1 

55.6 

9.5 

9.2 

3.8 

26.5 

Fred  Meyer 

13.0 

13.2 

9.6 

41.1 

7.6 

7.1 

22.3t 

12.9 

Longs  Drug  Stores 

12.8 

9.4 

8.8 

0.0 

5.3 

2.7 

-3.4 

-2.5 

Arbor  Drugs 

12.8 

11.8 

10.4 

14.7 

15.8 

15.8 

NM 

104.5 

Fay's 

12.8 

13.0 

10.8 

48.1 
1.6 

13.3 

9.2 

NM 
NM 

31.9 

Mac  Frugal's  Bargains 

11.9 

13.3 

12.8 

7.8 

16.7 

0.0 

F&M  Distributors 

10.7t 

def 

0.6 

73.2 

13.2 

0.2 

NA 

P-D 

Rite  Aid 

10.2 

1.5 

2.2 

39.9 

7.6 

2.0 

7.2 

-88.5 

Big  B 

10.1 

14.6 

9.8 

41.1 

13.8 

16.5 

NM 

28.5 

Kmart 

Pamida  Holdings 

5.0 

def 

def 
6.6 

38.9 

5.6 

0.9 

NM 
NM 

P-D 

4.8 

def 

96.9 

2.1 

5.4 

Z-D> 

Drug  Emporium 

0.7 

2.8 

4.1 

55.9 

13.9 

-0.1 

NM 

D-P 

Woolworth 

def 

def 

def 

20.4 

3.6 

-14.0 

NM 

D-D 

Perry  Drug  Stores 

def 

def 

def 

63.2 

0.6 

5.7 

NM 

P-D 

Jamesway 
Rose's  Stores 

def 

def 

def 

84.5 

NM 

-8.3 

NM 

D-D 

def 

def 

def 

164.3 

-2.8 

-27.3 

NM 

D-D 

Ames  Dept  Stores 

NA 

46.3 

27.4 

61.2 

-11.3 

-4.8 

NA 

NA 

Bradlees 

NA 

12.3 

7.3 

53.9 

-1.2 

1.6 

NA 

11.9 

Eckerd 

NA 

NE 

14.1 

117.7 

7.6 

7.5 

NM 

104.3 

Hills  Stores 

NA 

NA 

NA 

47.0 

NM 

5.9 

NA 

NA 

Revco  DS 
Medians 

NA 

8.6 

7.8 
9.7 

45.8 
42.0 

NM 
7.6 

16.9 

NA 

86.4 

12.8 

12.6 

7.1 

NM 

0.0 

2,152 


78,454 

1,967 

865 

1,428 

9,235 

1,347 
2,669 
538 
1,175 
1,819 


17 


D-D:  Deficit  to  deficit.     D-P:  Deficit  to  profit.     P-D:  Profit  to  deficit.     Z-D:  Zero  to  deficit,     def:  Deficit.     NA:  Not  available.     NE:  Negative  equity. 
NM:  Not  meaningful.  *Four-year  average.     tThree-year  average.        For  further  explanation,  see  page  125. 
Sources:  Forbes;  Value  Line  Data  Base  Service  via  OneSource  Information  Services. 


1.2 


2,520 

3.2 

35 

1.8 

39 

4.5 

62 

4.3 

282 

3.1 

63 

4.7 

43 

1.6 

9 

1.6 

46 

3.9 

32 

1.8 

20,594 

433 

2.1 

3,122 

75 

2.4 

2,548 

48 

1.9 

642 

15 

2.3 

1,007 

13 

1.3 

678 

34 

5.0 

733 

-9 

def 

4,172 

13 

0.3 

655 

14 

2.1 

35,990 

-1,021 

def 

667 

-1 

def 

755 

1 

0.2 

8,549 

-154 

def 

729 

-18 

def 

724 

-31 

def 

1,006 

-108 

def 

2,208 

28 

1.3 

1,886 

20 

1.1 

4,339 

60 

1.4 

1,825 

NA 

NA 

2,677 

42 

1.6 

1,819 

30 

1.6 
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Net 

Profit 

Profitability 

Growth 

Sales 

income 

margin 

Return  on  equity 

Sales 

Earnings  per  share 

Return  on 

capital 

5-year 

latest 

latest 

Debt/ 

5-year 

latest 

5-year 

latest 

latest 

latest 

latest 

average 

12  mos 

12  mos 

capital 

average 

12  mos 

average 

12  mos 

12  mos 

12  mos 

12  mos 

Company 

% 

% 

% 

% 

% 

% 

% 

% 

Smil 

Smil 

% 

Home  improvement 

Home  Depot 

23.4 

19.7 

15.7 

21.2 

36.2 

33.3 

35.8 

27.9 

11,687 

571 

4.9 

Lowe's  Cos 

11.8 

22.6 

14.7 

31.7 

12.6 

34.1 

12.2 

65.8 

5,769 

203 

3.5 

Waban 

8.6 

def 

1.2 

36.5 

17.0 

-1.9 

NM 

P-D 

3,569 

-1 

def 

Hechinger 

2.9 

6.1 

5.1 

43.5 

15.4 

18.3 

-13.5 

14.3 

2,399 

31 

1.3 

Grossman's 

def 

def 

2.2 

47.5 

-6.2 

-5.5 

NM 

D-D 

781 

-1 

def 

Payless  Cashways 

NA 

13.9 

8.5 

55.0 

6.7 

6.1 

NA 

500.0+ 

2,713 

50 

1.9 

Wickes  Lumber 

NA 

500.0+ 

15.7 

94.2 

^1.5* 

13.8 

NA 

NA 

918 

13 

1.5 

Medians 

8.6 

13.9 

8.5 

43.5 

12.6 

13.8 

-13.5 

21.1 

2,713 

31 

1.5 

Home  shopping 

Service  Merchandise 

55.7 

22.4 

10.7 

70.4 

4.0 

5.7 

NM 

-22.2 

3,962 

65 

1.6 

Lands'  End 

26.2 

21.9 

21.2 

0.0 

12.9 

19.8 

10.1 

5.4 

961 

39 

4.0 

Blair 

23.6 

20.9 

20.7 

0.0 

4.5 

3.8 

NM 

25.5 

527 

38 

7.2 

Viking  Office  Prods 

21.4 

25.6 

27.1 

0.0 

36.0 

31.3 

31.1 

70.0 

618 

36 

5.8 

CUC  international 
Fingerhut  Cos 

19.7 

35.0 

33.9 
12.3 

3.9 
32.6 

20.2 
11.2 

18.1 
6.7 

49.5* 
14.8t 

34.2 
7.3 

956 
1,874 

103 
74 

10.7 
4.0 

16.lt 

14.4 

Spiegel 

9.8 

13.1 

7.5 

65.0 

11.7 

22.2 

-11.6 

150.9 

2,976 

72 

2.4 

QVC 

8.8 

7.9 

8.6 

1.1 

25.9 

11.7 

NM 

-32.2 

1,286 

48 

3.7 

Home  Shopping 

3.8 

7.1 

5.5 

1.2 

8.7 

6.4 

NM 

500.0+ 

1,121 

14 

1.3 

Hanover  Direct 

def 

28.3 

16.7 

21.9 

5.1 
11.5 

32.7 
14.9 

NM 
NM 

-37.5 
16.4 

771 
1,041 

15 
44 

1.9 
3.8 

Medians 

17.9 

21.4 

14.5 

2.6 

Specialty  retailers 

CML  Group 

36.4 

21.9 

18.1 

21.1 

28.8 

17.6 

39.7t 

-25.4 

794 

45 

5.7 

AutoZone 

31.6 

28.4 

28.7 

0.8 

22.7 

23.9 

55.8 

32.2 

1,508 

116 

7.7 

Toys  'R'  Us 

17.4 

15.3 

12.8 

18.5 

14.5 

12.3 

11.6 

10.7 

8,257 

488 

5.9 

Musicland  Stores 

15.6 

10.0 

9.3 

46.4 

14.1 

18.9 

42.8* 

2.2 

1,329 

28 

2.1 

Michaels  Stores 

14.9 

13.6 

10.8 

22.8 

19.6 

50.6 

38.6t 

9.4 

853 

27 

3.2 

CPI 

14.4 

6.2 

5.6 

27.3 

8.0 

10.7 

-13.4 

-33.3 

496 

11 

2.2 

Trans  World  Entertain 

14.2 

5.0 

4.7 

33.5 

13.1 

8.4 

-6.5 

-39.3 

521 

6 

1.2 

Heilig-Meyers 

14.1 

14.1 

10.8 

33.1 

19.3 

35.5 

18.0 

32.5 

1,010 

63 

6.3 

Jenny  Craig 

13.8* 

def 

def 

0.0 

16.0 

-22.2 

NM 

P-D 

383 

-4 

def 

Pep  Boys 
Office  Depot 

12.4 

13.9 

10.6 

34.1 

13.5 

12.5 

9.9 

25.7 

1,368 

77 

5.7 

12.4 

15.9 

11.3 

37.1 

80.7 

70.0 

45.1 

61.2 

3,820 

94 

2.5 

Smart  &  Final 

11.8 

14.4 

14.4 

1.3 

14.5 

9.3 

NM 

6.7 

906 

16 

1.8 

Tiffany 

9.6 

14.7 

10.9 

34.0 

12.5 

27.5 

NM 

D-P 

652 

28 

4.3 

General  Nutrition  Cos 

9.6* 

23.9 

15.0 

55.1 

8.7 

20.5 

NM 

92.4 

624 

41 

6.5 

Pier  1  Imports 

9.5 

4.1 

5.1 

39.8 
29.9 

9.4 

6.4 

-15.7 

-57.7 

692 

8 

1.2 

Price/Costco 

9.0 

def 

def 

16.1 

6.3 

NM 

P-D 

16,481 

-112 

def 

Staples 

9.0 

13.1 

9.1 

29.8 

60.4 

57.6 

44.0* 

61.0 

1,664 

32 

1.9 

Fabri-Centers  of  Amer 

7.5 

1.9 

2.7 

43.1 

16.3 

3.0 

-26.6 

-20.5 

603 

3 

0.5 

Jostens 

6.9 

def 

def 

17.1 

3.9 

-10.9 

NM 

D-D 

810 

-17 

def 

Amerco 

6.3* 

8.2 

7.7 

48.7 

7.0* 

11.6 

NM 

58.6 

1,203 

65 

5.4 
def 

Egghead 

5.5 

def 

def 

0.1 

17.8 

4.3 

NM 

P-D 

792 

-1 

House  of  Fabrics 

1.0 

def 

def 

0.3 

12.0 

-8.5 

NM 

D-D 

514 

-38 

def 

Getty  Petroleum 

0.6 

5.9 

7.3 

38.6 

-6.0 

-12.6 

NM 

19.4 

721 

5 

0.7 

Dart  Group 

0.6 

def 

2.0 

22.4 

14.6 

0.7 

NM 

P-D 

1,310 

-4 

def 

General  Host 
Levitz  Furniture 

def 

def 

def 
10.7 

66.8 
95.0 

3.9 

1.8 

NM 

D-D 

572 

-48 

def 

NE 

NE 

0.8 

5.3 

NM 

D-P 

1,019 

20 

2.0 

Barnes  &  Noble 

NA 

5.7 

37.2 

14.1 

20.0 

NA 

46.5 

1,514 

13 

0.9 

Kohl's 

NA 

23.9           20.0 

23.5 

16.1* 

17.5 

49.2t 

18.8 

1,447 

63 

4.3 

OfficeMax 

NA 

NA               NA 

0.3 

106.6* 

NA 

NA 

NA 

1,701 

27 

1.6 

Medians 

9.6 

7.2              8.4 

29.9 

14.5 

11.1 

-26.6 

8.0 

906 

20 

1.9 

Industry  medians 

12.8 

11.8 

9.3 

32.6 

12.1 
5.5 

8.5 
6.3 

-13.5 

9.4 

1,347 
1,449 

28 

60 

1.9 

All-industry  medians 

11.4 

12.6 

9.4 

32.8 

-18.8 

11.8 

4.3 

D-D:  Deficit  to  deficit.     D-P:  De 

ficit  to  profit. 

P-D:  Profit  to  deficit. 

def:  Def 

cit.     NA:  Not 

available. 

NE:  Negat 

ive  equity. 

NM:  Notr 

neaningful. 

*Four-year  average.     tThree-ye; 

ir  average. 

For  further  explanation 

,  see  pag 

5  125. 

Sources:  Forbes;  Value  Line  Data  Bas 

e  Service  via  OneSource  Information  Services. 
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Transport 

After  years  of  overcapacity,  prices  are  finally  firming 
for  the  transportation  companies.  But  Wall  Street 
is  already  anticipating  an  economic  slowdown. 


WW 
is  In 

Paci 
"Evi 


By  James  R.  Norman 

Even  if  the  economy  slows,  profits  in  the  transportation 
business  should  remain  healthy  in  1995.  The  reason:  a  new 
sense  of  financial  and  cost  discipline  by  an  industry  that  let 
itself  outgrow  demand  and  suffered  brutal  price  competi- 
tion as  a  result.  To  survive,  railroads,  truckers,  airlines  and 
shipping  companies  have  all  been  doing  more  with  fewer 
assets,  and  getting  tough  with  their  unions.  Recently 
traffic  volumes  are  up  sharply,  rates  are  rising  and  profit- 
ability is  strong.  Returns  on  equity  for  the  group  jumped 
last  year  to  almost  13%,  from  a  five-year  average  of  10%. 

After  years  of  retrenchment,  the  railroads  clearly  round- 
ed the  bend  in  1994,  racking  up  solid  profits  as  utilization 
rose.   Latest   12-month  earnings  are  up  39%  at  both 


A  fleet 

of  entrepreneurs 

The  trucking  industry's 
number  one  problem  is 
finding  and  keeping  good 
drivers.  The  hours  and  life- 
style are  grueling.  Turn- 
over rates  for  some  compa- 
nies approach  200%. 
That's  what  makes  Land- 
star  System,  Inc.  such  a 
curiosity.  Turnover  at  the 
Shelton,  Conn. -based 
trucker  over  the  past  year  is 
only  60%.  And  while  oth- 
er companies  have  been 
choking  on  overcapacity, 
Landstar  expanded  its  fleet 
by  1 ,400  tractors  over  the 
past  year,  and  now  has 
9,000  tractors  and  almost 
13,000  trailers  on  the  road. 

Landstar's  secret?  It 
owns  only  10%  of  its  trucks 
and  has  just  2,500  em- 
ployees on  the  payroll. 
Landstar  is  the  only  pub- 
licly traded  trucking  com- 
pany relying  mainly  on 
independent  owner-opera- 
tors rather  than  salaried 
company  drivers.  Roughly 
90%  of  its  rigs  are  driver- 
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owned.  Most  big  trucking 
companies  shun  owner- 
operators  because  they're 
too  entrepreneurial  and 
hard  to  manage.  "We  have 
some  people  with  no 
homes,"  admits  Landstar 
Chief  Executive  Jeffrey 
Crowe.  "But  you  don't 
have  to  motivate  them 
[owner-operators]  every 
day.  And  they're  safer — 
it's  their  truck." 

Landstar's  drivers,  who 
work  for  the  hauler  exclu- 
sively, carry  cellular 
phones,  pagers  and  com- 
puters to  keep  in  constant 
touch  with  the  company's 
dispatchers.  Drivers  get 
75%  of  the  gross  revenue  on 
a  load,  and  big  discounts 
on  trucks,  tires,  gas  and 
lodging  though  Land- 
star's  buying  co-op.  With  a 
husband-and-wife  driver 
team  able  to  earn  up  to 
$200,000  a  year  working 
for  Landstar,  there's  no 
shortage  of  applicants. 

The  setup  works  for 
Landstar,  too.  Its  business 
is  well  balanced:  a  mix  of 
regular  accounts  and  spot 
hauls,  with  the  top  100 


Burlington  Northern  and  Kansas  City  Southern.  Now  the 
railroads  are  raising  freight  rates  and  turning  away  less 
profitable  commodities.  Intermodal  traffic  is  up  sharply  as 
trucking  firms  seek  to  offset  high  driver  turnover  by 
putting  long-haul  trailers  on  flatcars.  "In  1995  we  look  for 
another  good  year,"  says  Norfolk  Southern  Chairman 
David  Goode,  who  cites  rising  coal  exports,  strong  auto 
traffic  and  new  steel  plants  as  reasons  for  his  optimism. 
Norfolk  Southern  returned  14.2%  on  equity  last  year,  a  big 
improvement  over  its  five-year  average  of  10.5%. 

Low-cost  and  nonunion  short  lines  like  Wisconsin 
Central  and  Rail-Tex  should  do  particularly  well  as  they 
regain  market  share  lost  to  trucks.  And  pending  mergers 


Inn 
price 
truck 


Landstar's  Jeffrey  C.  Crowe 
Secret:  independent  drivers, 


clients  delivering  over  one- 
third  of  revenues. 

What's  next?  With  rev- 
enues last  year  of  $980  mil- 
lion, Landstar  is  the  num- 
ber three  truckload  carrier 
(behind  privately  held 
Schneider  National  and 
J.B.  Hunt).  At  this  pace, 
Landstar  could  overtake 


tlaese  rivals  in  a  few  years. 
Crowe,  who  took  the  firm 
public  in  March  1993  at 
$13  a  share  (recent  price, 
257/8),  is  busy  trying  to 
gobble  up  smaller  trucking 
companies.  He  thinks 
20%  of  the  $50  billion  pri- 
vate fleet  market  can  be 
converted  to  contract  carri- 
ers. "We  want  to  manage 
assets,"  says  Crowe,  "not 
own  them."  -J.R.N. 
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jamong  major  railroads — control  of  Santa  Fe  Pacific  Corp. 
is  being  contested  by  Burlington  Northern  and  Union 
[Pacific  Corp. — could  mean  more  track  sales  to  short  lines. 
"Even  with  just  2.5%  gdp  growth,  you'll  see  some  very 
good  profits  [at  short-haul  railroads],"  says  A.G.  Edwards 
analyst  Thorn  Albrecht. 

The  trucking  industry,  too,  is  bumping  up  against 
capacity  limits  and  raising  prices.  Expect  good  earnings 
reports  this  vear,  with  MS  Carriers,  Trism  Inc.  and  Builders 
Transport  leading  the  way.  But  don't  expect  rising  stock 
prices.  Trucking  is  viewed  as  a  cycle  leader,  and  many  of  the 
rrucking  stocks  were  already  showing  weakness  as  1994 


ended.  "We  forecast  a  flat  economy  in  the  second  and 
third  quarters,"  warns  Smith  Barney  analyst  James  J. 
Valentine,  "so  the  fundamentals  could  deteriorate." 

In  the  long-depressed  ocean  shipping  business,  steadily 
rising  oil  traffic  and  increased  scrapping  of  old  ships  is  likely 
to  push  tanker  rates  higher.  Tanker  operators  Overseas 
Shipholding  Group  and  omi  Corp.  should  benefit. 

Bulk  cargo  rates  could  increase  from  the  new  General 
Agreement  on  Tariffs  &  Trade.  But  the  fastest-growing 
segment  will  probably  remain  air  freight.  The  horizon  is 
somewhat  cloudy,  however:  Double-digit  traffic  volume 
growth  seems  to  be  slowing  and  cost  pressures  rising.  H 
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Net 

Profit 

Profitability 

Growth 

Sales 

income 

margin 

Return  on  equity 

Sales 

Earnings  per  share 

Return  on 

capital 

5-year 

latest          latest 

Debt/ 

5-year 

latest 

5 -year 

latest 

latest 

latest 

latest 

average 

12  mos       12  mos 

capital 

average 

12  mos 

average 

12  mos 

12  mos 

12  mos 

12  mos 

Company 
i 

% 

%               % 

% 

% 

% 

% 

% 

Smil 

Smil 

% 

Railroads 

Illinois  Central 

30.3t 

27.7            13.6 

34.8 

0.2 

2.2 

16.4t 

27.6 

582 

105 

18.0 

Kansas  City  Southern 

14.3 

21.3            10.6 

50.3 

14.1 

18.8 

17.8* 

39.4 

1,067 

118 

11.1 

Union  Pacific 

13.0 

10.7              6.4 

36.2 

4.3 

3.9 

NM 

-21.1 

7,787 

525 

6.7 

Burlington  Northern 

11.7 

21.1              9.9 

32.5 

NM 

5.3 

6.5 

38.8 

4,897 

402 

8.2 

Norfolk  Southern 

10.5 

14.2             8.6 

18.3 

33.1 

NM 

-1.2 

3.0 

28.1 

4,495 

651 
564 

14.5 
6.0 

CSX 

6.4 

17.7             8.6 

3.6 

5.8 

NM 

55.6 

9,383 

Conrail 

5.3 

9.8             6.4 

32.3 

NM 

7.6 

13.1 

30.5 

3,657 

281 

7.7 

Canadian  Pacific 

def 

def             2.2 

44.7 

-10.0 

-26.6 

NM 

D-D 

4,817 

-86 

def 

Southern  Pacific  Rail 

def* 

26.4           11.0 

53.7 

1.8* 

7.5 

NM 

250.0 

3,105 

101 

3.3 

Chicago  &  N  Western 

NE 

38.0             8.7 

64.8 

1.0 

9.0 

NM 

103.1 

1,116 

89 

8.0 

Santa  Fe  Pacific 
Medians 

NA 

19.9             8.3 

27.3 

NA 

10.4 

NA 

-31.0 

2,601 

206 

7.9 
7.9 

8.4 

19.9             8.6 

34.8 

0.6 

5.8 

NM 

30.5 

3,657 

206 

Trucking  &  shipping 

Arkansas  Best 

20.4 

7.5             8.0 

18.0 

6.2 

5.9 

NM 

-19.5 

1,039 

17 

1.6 

'.  Alexander  &  Baldwin 

16.5 

13.0             6.3 

38.1 

6.9 

29.4 

-16.2 

18.8 

1,124 

75 

6.7 

JB  Hunt  Transport 

15.3 

11.8             7.0 

37.3 

21.3 

12.8 

2.5 

9.3 

1,136 

41 

3.6 

Roadway  Services 

14.7 

4.6             4.4 

0.0 

12.7 

13.0 

10.2 

-62.0 

4,422 

49 

1.1 

American  President 
TNT  Freightways 

11.6 
10.1 

13.1             8.7 

36.1 

4.1 

11.6 

NM 

2.2 

2,791 
981 

73 

30 

2.6 
3.1 

17.0           10.5 

41.5 

16.4 

11.4 

12.2 

38.2 

Yellow 

6.6 

def             1.0 

33.2 

5.3 

8.0 

-12.9 

P-D 

2,869 

-3 

def 

Overseas  Shipholding 

3.9 

0.2              1.9 

48.1 

5.1 

-8.8 

-14.8 

-55.6 

353 

1 

0.3 

Consol  Freightways 

def 

6.5             7.3 

24.9 

7.1 

9.9 

NM 

500.0+ 

4,511 

58 

1.3 

Carolina  Freight 
Greyhound  Lines 

def 
NA 

5.0             4.5 

35.1 

5.5 
-6.7 

9.5 
-7.5 

NM 
NA 

D-P 
P-D 

922 
626 

6 
-75 

0.7 
def 

def             def 

70.1 

Landstar  System 

NA 

27.5           21.8 

32.8 

5.8* 

22.7 

NA 

78.4 

917 

22 

2.4 

Mayflower  Group 

NA 

2.0             3.3 

45.3 

1.7t 

11.0 

NA 

-79.7 

722 

2 

0.2 

Ryder  System 

NA 

14.5             8.1 

51.5 
36.7 

1.6 
5.7 

38.1 
11.2 

NM 
-16.2 

40.9 
5.7 

4,536 
1,082 

146 
26 

3.2 
1.5 

Medians 

10.9 

7.0             6.7 

Air  freight 

Air  Express  Intl 

26.5 

26.1            15.5 

47.7 

7.3 

32.5 

18.7 

16.4 

913 

21 

2.3 

Harper  Group 

11.5 

11.6            10.2 

16.0 

7.0 

7.7 

-8.8 

-6.5 

458 

17 

3.6 

Pittston  Services 

10.1* 

21.0           16.0 

10.0 

8.0 

16.3 

35.7* 

NA 

1,777 

72 

4.1 

Airborne  Freight 

8.8 

11.8             7.4 

49.5 

17.1 

15.9 

NM 

63.9 

1,908 

43 

2.2 

Federal  Express 
Medians 

5.0 
10.1 

12.7             8.7 
12.7            10.2 

44.3 
44.3 

8.3 

9.2 

NM 

70.7 

8,695 

233 
43 

2.7 
2.7 

8.0 

15.9 

-8.8 

40.2 

1,777 

Industry  medians 
All-industry  medians 

10.1 
11.4 

12.8             8.2 
12.6             9.4 

36.2 
32.8 

5.3 

9.4 

-15.5 
-18.8 

27.6 
11.8 

1,843 

65 

3.1 

4.3 

5.5 

6.3 

1,449 

60 

D-D:  Deficit  to  deficit.     D-P:  De 

ficit  to  profit 

P-D:  Profit  to  deficit. 

def:  Def 

IClt.      NA:  Not 

available. 

NE:  Nega 

ive  equity. 

NM:  Noti 

neaningful. 

*Four-year  average.     tThree-ye. 

v  average. 

For  further  explanation, 

see  page  1 

25. 

Sources:  Forbes;  Value  Line  Data  Bas 

e  Service  via  OneSource  Information  Services. 
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By  some  measures  it's  the  world's  biggest  industry, 
but  these  days  only  a  few  companies 
make  serious  money  at  it. 


By  William  G.  Flanagan 

If  you  add  up  all  its  pieces,  travel  and  tourism  is  a  huge 
industry,  accounting  for  over  $3.2  trillion  in  worldwide 
spending  and  employing  212  million  people — one  in 
even'  9  workers  in  the  world.  In  the  U.S.  it's  the  third- 
biggest  industry,  after  autos  and  food. 

Despite  all  this  money  flying  around,  few  big  companies 
make  much  money  from  travel.  The  business  is  labor 
intensive,  competition  is  often  fierce  and  governments  and 
unions  can't  leave  the  industry  alone. 

In  the  U.S.  the  big  airlines  did  manage  a  few  encourag- 
ing quarters  last  year,  amr,  parent  of  American  Airlines, 


Carnival  steams  on 

Ted  Arison  started  Carni- 
val Corp.  with  a  single  con- 
verted freighter  in  1972. 
Now  70,  Arison  and  his 
family  own  some  $4  bil- 
lion in  Carnival  stock.  Hav- 
ing given  up  his  U.S.  citi- 
zenship, he  now  lives  in  his 
native  Israel. 

Replacing  him  at  Car- 
nival's helm  is  Anson's  son 
Micky,  45.  He  com- 
mands the  world's  largest 
and  most  successful 
cruise  line,  with  a  fleet  of  19 
ships  that  can  accommo- 
date 24,000  passengers. 
Over  the  last  12  months 
Carnival  earned  $362  mil- 
lion, 15%  on  invested 
capital.  Its  net  profit  mar- 
gin of  21%  is  the  best  in 
the  travel  business. 

The  cruise  industry  is 
going  through  yet  another 
period  of  expansion. 
Twenty-five  megaships  will 
have  been  christened  in 
the  years  between  1994  and 
1997,  including  a  2,600- 
passenger  ark,  being  built 
for  Carnival  Corp.  that 
will  be  the  largest  afloat. 
Many  of  the  new  boats 
will  accommodate  around 
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2,000  passengers.  In  all, 
this  amounts  to  a  28%  ex- 
pansion of  capacity,  or 
around  40,000  new  berths. 

As  usual,  Carnival  leads 
the  pack.  Between  1993 
and  1996,  it  will  have 
spent  about  $2.5  billion  on 
seven  new  ships — two 
1 ,200-passenger  vessels  for 
its  upmarket  Holland 
America  Line  and  five  more 
(average  capacity:  over 
2,000  berths)  for  its  flag- 
ship fleet. 

The  big  ships  go  for  up 
to  $300  million  each,  and 
can  generate  between 
$70  million  and  $80  mil- 
lion a  year  in  cash  flow.  At 
debt  rates  of  8%,  lines  can 
break  even  on  these  assets 
in  under  four  years. 

The  key,  of  course,  is 
filling  the  staterooms,  and 
that's  where  Carnival  ex- 
cels. Its  occupancy  rate  last 
year  was  105%;  the  indus- 
try average  was  89%.  (Oc- 
cupancy is  based  on  two 
passengers  per  cabin;  Car- 
nival often  crams  three  or 
four  into  a  single  cabin.) 

Carnival's  secret  has 
been  to  market  something 
perceived  as  a  luxury — an 
ocean  cruise — to  the  mid- 


earned  $105  million  over  the  latest  12  months.  Near  the 
end  of  the  year,  security  analysts  were  quick  to  put  out  buy 
orders  on  Delta  and  UAL,  United's  parent. 

But  the  air  carriers  will  have  to  change  drastically  to 
survive  (Forbes,  May  9, 1994).  Even  though  amr  returned 
to  profitability,  smaller,  highly  efficient  Southwest  earned 
almost  twice  as  much  as  amr  on  one-sixth  of  amr's 
revenues.  But  even  Southwest  is  being  buffeted  by  price 
wars.  News  that  its  fourth-quarter  results  won't  match  the 
previous  year's  dropped  the  stock  1 7%  in  a  single  day. 

In  the  years  ahead,  the  survivors  will  be  those  carriers 


die  class.  Carnival  cruises 
typically  cost  $200  a  day 
per  person  or  less,  and  last 
less  than  a  week.  If  people 
want  to  upgrade,  Carni- 
val can  refer  them  to  its 
Holland  America  fleet  or 
its  Windstar  sailing  ships. 
Carnival,  like  its  com- 
petitors, discounts  tickets 
widely,  giving  big  breaks 
to  early  birds  and  last- min- 
ute passengers  when  it 
has  to.  It  pays  fat  commis- 
sions to  its  better  travel 
agents,  and  is  very  good  at 
winning  all-important 
first-time  business:  Over 
half  of  all  cruise  passen- 
gers eventually  return  to 
the  same  line.  Only  about 
6%  of  the  U.S.  population 
has  ever  cruised,  so  there 
is  ample  room  for  growth. 


Micky  Arison  has 
taken  over  Carnival's 
helm  from  his  dad, 
Ted,  retired  in  Israel 
Record  profits  in 
1994,  and  another 
major  expansion 
now  under  way. 


Carnival  now  has  20% 
of  the  cruise  market.  The 
second-biggest  operator 
is  Royal  Caribbean  Cniises 
Ltd.,  with  a  14%  share. 
Twelve  other  lines  fight 
over  most  of  the  rest  of 
the  market.  Not  all  are  ex- 
pected to  be  around  by 
the  year  2000. 

One  reason  for  the 
-shakeout:  By  1997  cruise 
ships  docking  at  U.S. 
ports  may  have  to  conforrr 
to  tighter  Safety  of  Life  At 
Sea  (solas)  standards.  Thl 
could  cause  problems  for 
cruise  lines  with  older  ves- 
sels; they  would  have  to 
go  elsewhere  or  undergo 
expensive  refits.  But  most 
of  Carnival's  fleet  already 
conforms  to  the  new 
rules.  -W.G.F 
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It  IS 


Absolutely  everything  you  need  for  your  next  big  meeting. 


"&T  teleconferencing]    Pick  up  any  telephone  in  The  Westin  and  you  can  simulta- 

sly  converse  with  people  in  up  to  15  different  locations  around  the  world.  Which  means  you 

even  have  to  leave  your  room  to  conduct  your  next  big  meeting,  much  less  turn  ofl  the  TV 

proud  to  offer  ATeJT  In  -room  Long  Distance  Service  for  your  ATc~>T Calling  Card,  ATeJT 


toss 

In  Room 
Long 
Distance 
Service 
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The  VVestin 

Hotel, 

v^opley  -F lace 

Boston 


The  VVestin 
Hotel 


The  VVestin 
L,anal  x  lace 

JSlew  Orleans 


The  VVestin 


ij.an  in 


Hotels  &  Resorts 


Helping  you 


total  Card  and  operator-addidted  calls:  for  reservation*)  call  your  (ravel  consultant  or  (800)  228-3000.        along  the  way, 


TRAVEL 


that  eliminate  unprofitable  routes,  trim  payrolls  and  create 
more  short-haul  service. 

That  won't  be  easy.  Continental,  United  and  USAir  are 
all  struggling  with  their  own  low-fare,  frequent  service 
efforts  that  emulate  Southwest's.  USAir  is  further  loaded 
down  with  red  ink  and  passenger  concern  over  safety. 

Things  are  better  in  the  hotel  industry.  Hotels  are 
starting  to  see  long-empty  rooms  fill  up  again.  The  average 
room  occupancy  rate  for  the  U.S.  hotel  industry  was  66.5% 
for  the  first  eight  months  of  1994,  up  from  64.6%.  Room 
rates  rose  over  the  same  period  an  average  of  3.2%,  to  a 
U.S.  average  of  $63.26  per  night.  The  recent  oversupply  in 
rooms  is  finally  shrinking.  With  business  travelers  hitting 
the  road  again,  sales  growth  was  strongest  at  urban  and 
luxury  properties.  Latest  12-month  earnings  rose  19%  at 
Hilton  Hotels  and  11%  at  Marriott  International.  But  at 
budget  properties,  average  occupancy  was  down  slightly. 

The  gaming  industry  suffered  some  setbacks  with  voters 
in  some  states.  In  the  November  elections,  gambling 


referenda  were  defeated  in  Florida,  Wyoming,  Colorado 
and  Rhode  Island.  But  Missouri,  New  Mexico  and  South 
Dakota  all  passed  new  gaming  laws.  Looking  ahead, 
gaming  companies  like  Circus  Circus,  Mirage  and  Promus 
that  know  how  to  entertain  the  masses  should  continue  to 
thrive.  But  outfits  like  Caesars  World  and  Showboat  may 
not  be  so  lucky.  Their  problem:  intense  and  growing 
competition,  from  Las  Vegas  to  Louisiana. 

One  travel  and  entertainment  company  that  doesn't 
count  on  any  boost  from  gambling  is  Walt  Disney,  which 
now  owns  and/or  operates  14,745  rooms  and  12  resorts. 
Despite  the  woes  at  EuroDisney,  latest  12-month  earnings 
were  buoyed  by  U.S.  theme  parks  and  the  success  of  new 
releases  like  The  Lion  King  and  of  the  recently  reissued 
Snow  White  video.  Disney's  earnings  jumped  66%,  on  a 
revenue  increase  of  18%. 

In  the  cruise  industry,  Carnival  Corp.  enjoyed  a  fat  21% 
net  profit  on  sales  of  $1.7  billion  in  1994,  making  it  the 
most  profitable  travel  company  by  far.  M 


Travel 

Net 

Profit 

Profitability 

Growth 

Sales 

income 

margin 

Return  on  equity 

Sales 

Earnings  per  share 

Return  on 

capital 

5-year 

latest 

latest 

Debt/ 

5-year 

latest 

5-year 

latest 

latest 

latest 

latest 

average 

12  mos 

12  mos 

capital 

average 

12  mos 

average 

12  mos 

12  mos 

12  mos 

12  mos 

Company 

% 

% 

% 

% 

% 

% 

% 

% 

$mil 

$mil 

% 

Airlines 

British  Airways 

13.6 

12.0 

5.2 

70.4 

7.2 

13.2 

-9.2 

DP 

9,905 

228 

2.3 

Southwest  Airlines 

12.0 

18.2 

11.7 

30.1 

20.5 

20.6 

14.6 

37.2 

2,574 

197 

7.7 

Amtran 

5.0 

8.2 

5.5 

31.8 

13.4 

20.3 

NM 

96.2 

548 

6 

1.1 

AMR 

def 

1.0 

4.0 

59.3 

12.0 

-0.4 

NM 

D-P 

15,733 

105 

0.7 

Alaska  Air  Group 

def 

4.2 

4.1 

72.3 

6.7 

14.8 

NM 

D-P 

1,275 

7 

0.6 

UAL 

def 

def 

3.8 

103.1 

9.8 

0.6 

NM 

D-D 

14,152 

1 

0.0 

Delta  Air  Lines 

def 

def 

def 

58.8 

9.9 

1.2 

NM 

D-D 

12,296 

-397 

def 

USAir  Group 

def 

def 

def 

92.2 

3.7 

2.9 

NM 

D-D 

7,118 

-479 

def 

America  West  Airlines 

NA 

NA 

NA 

45.5 

10.7 

10.7 

NA 

NA 

1,415 

NA 

NA 

Continental  Airlines 

NA 

NA 

NA 

70.6 

-7.3 

-0.8 

NA 

NA 

5,630 

NA 

NA 

Northwest  Airlines 

NA 

NE 

12.7 

106.7 

6.6* 
9.8 

7.9 

NA 

NA 

9,101 

341 

3.7 

Medians 

def 

1.0 

4.1 

70.4 

7.9 

NM 

66.7 

7,118 

7 

0.7 

Hotels  &  gaming 

Circus  Circus 

38.9 

23.5 

11.8 

46.5 

14.4 

33.1 

13.9 

20.2 

1,164 

131 

11.3 

Carnival 

20.4 

22.2 

14.7 

35.9 

17.1 

11.6 

NM 

16.4 

1,721 

362 

21.0 

Caesars  World 

19.5 

16.6 

12.1 

26.9 

2.8 

3.3 

10.8 

-6.2 

1,016 

78 

7.7 

Walt  Disney 

19.2 

21.7 

16.2 

19.6 

16.2 

17.9 

5.9 

65.9 

10,055 

1,110 

11.0 

Promus  Cos 
Mirage 

17.3t 
13.4 

24.4 
9.9 

13.4 

8.1 

54.5 
27.6 

7.0 

26.0 

44.6t 

74.6 

1,500 

132 
95 

8.8 

38.7 

36.3 

-5.5t 

38.5    ' 

1,223 

7.8 

Club  Med 

11.1 

8.5 

7.2 

16.2 

5.2 

1.6 

18.8 

-15.3 

561 

27 

4.8 

Hilton  Hotels 

10.7 

10.9 

7.3 

53.2 

7.9 

7.7 

-4.5 

18.8 

1,435 

116 

8.1 

Aztar 

3.9 

5.4 

5.9 

50.5 

0.9 

3.1 

NM 

53.1 

535 

19 

3.6 

Bally  Entertainment 
Resorts  Intl 

def 
deft 

def 

1.2 

72.6 
83.5 

-9.7 
-0.8 

-15.6 
-13.6 

NM 

D-D 

1,037 

-60 

def 

NE 

def 

NM 

D-D 

384 

-148 

def 

Host  Marriott 

NA 

def 

2.4 

65.6 

NA 

9.5 

NA 

D-D 

1,446 

-42 

def 

Marriott  Intl 
Medians 

NA 
13.4 

25.0 
10.9 

15.9 
8.1 

38.1 

NA 

-4.0 

NA 

11.3 

7,656 

184 

2.4 

46.5 

7.0 

7.7 

-4.5 

16.4 

1,223 

95 

7.7 

Industry  medians 

10.7 

8.3 

6.5 

53.8 
32.8 

7.6 
5.5 

7.8 
6.3 

NM 

18.8 

1,473 

87 
60 

3.0 

All-industry  medians 

11.4 

12.6 

9.4 

-18.8 

11.8 

1,449 

4.3 

D-D:  Deficit  to  deficit.     D-P:  De 

f icit  to  profit. 

P-D:  Pro 

fit  to  deficit. 

def:  Def 

cit.     NA:  Not 

available. 

NE:  Negat 

ve  equity. 

NM:Notr 

neaningful. 

*  Four-year  average.     tThree-ye; 

>r  average. 

For  furthe 

>r  explanatior 

,  see  pag( 

>  125. 

Sources:  Forbes;  Value  Line  Data  Bas 

e  Service  via  On 

eSource  Ink 

rmation  Services. 
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SPECIAL  ADVERTISING  SUPPLEMENT 


JAPAN  AND  THE  UN1TB)  STATES: 


siness 
Through  Sharing  Values  and  Visions 


M  U  LTI  M  E  D  I  A 


CAN     BRING     ANY 


I  N  FOR  M  ATIO 


TO     LIFE. 


BUT     FIRST, 


O  M  E  O  N  E 


AST 


ING 


U  LTI M  ED  I  A 


TO     LIFE. 


You  can  t  pick  up  a  newspaper 
or  shim  through  the  channels 
these  days  without  hearing 
about  multimedia  s  enormous 


it  o 


null" 


in 


i  ecom 
ated 
orsef 

u 

TFT  COLOR  LCD. 
potential.  Well  at  NEC,  our 
primary  goal  is  to  make  sure  it  I 
lives  up  to  that  potential. 
Wnich  is  why  we  re  constantly 
advancing  the  technology. 
Making  multimedia  more  pow- 
erlul.  More  dazzling.  More  user 
lriendly.  Adding  lile  to  a  techno-i 
logy  that,  until  recently,  was 
nothing  more  than  a  glimmer 
in  the  computer  industry  s  eyey 

One  ol  the  keys  to  getting 
the  most  out  ol  multimedia  is 
the  development  ol  memory 
products  that  can  keep  up  with  & 
todays  high-perlormance 
processors.  To  that  end,  NEC  i 
oilers  our  Rambus  Dynamic 
Random  Access  Memory  chip 
(NEC  RDRAM ™).  With  a  tran.J 
ler  rate  ol  500  megabytes  per 
second,  the  RDRAM™  enables 
lile-like,  animated  images.  And 


k 


!    J 

educei 


^ 


ke  our  synchronous  DR/VM 
nip.  it  s  perlect  lor  high-end 
lultimedia  applications. 

But  as  today  s  applications 
ecome  more  and  more  compli- 
ated.  they  require  lar  greater 
orsepower  Irom  processors  as 
ell.  At  NEC  we  oner  a  solution: 


oilers  up  to  three  times  the 
perlormance  ol  the  Pentium™ 
90  MHz  chip.  Making  it  ideal 
lor  even  the  most  advanced 
applications. 

Ol  course,  even  the  world  s 
most  powerlul  system  wont  do 
you  any  good  il  you  don  t  have 
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educed  Instruction  Set  Com-         a  display  that  can  bring  it  all  to 
uting  (RISC)  microprocessors.        life.  And  that's  where  NEC's 


Developed  in  con- 
junction 
with 


MIPS 

MIPS/RISC        Technologies 
PROCESSOR       ,etnnoi°g,c» 

it.,  our  fastest  RISC  processor      actually  display  lull  "natural 


Thin  Film  Transistor  (TFT) 
technology  really  shines.  In 
lact.  when  combined  with  a 
special  analog  interlace,  our 
TFT  active-matrix  Hat  panels 


color     (i.e.,  how  the  human  eye 
sees  it).  And  although  this  tech- 
nology is  used  primarily  in  note- 
books now.  it  is  qjuickly 
heading 
toward 
worksta- 
tions and  RAMBUS  DRAM 
eventually  the  home,  where  it 
could  one  day  replace  current 
picture-tube  technology. 

You  see,  at  NEC,  multime- 
dia is  more  than  just  the  latest 
buzzword,  it  s  a  company-wide 
commitment.  A  commitment 
to  making"  sure  this  exciting 
technology  lives  up  to  its  lull 
potential.  Because  the  way  we 
see  it,  the  more  we  can  do  lor 
multimedia,  the  more  it  can  do 
lor  you. 

And  isn  t  that  what  it's  all 
about  in  the  lirst  place? 


SEE,    HEAR 


AND     FEEL    THE 


DIFFERENCE 


ii  1 1  iirmrinrrmfra» 


\^_S  Cctually ,  they  don't.  It  only  feels  that  way 
when  you're  jet  lagging. 

Fortunately,  relief  is  now  at  hand.  It's  the 
Hotel  Okura's  Jet  Lag  Plan,  designed  to  get  you  up 
on  your  feet  and  feeling  chipper.  It  includes  a  Light 
Box  to  help  put  your  body's  clock  back  on  schedule, 
a  Fitness  Center  workout  and  Jet  Bath,  Relaxation 
Videos,  a  Body  Sonic  Massage,  your  choice  of 
pillows  to  help  you  sleep  better,  and  special  break- 
fast and  dinner  menus  for  extra  energy. 

It's  hard  enough  to  understand  those  Japa- 
nese meetings. ..without  falling  asleep.  Stay  alert. 
Join  the  Hotel  Okura's  Jet  Lag  Plan. 


The  Jet  Lag  Plan  is  free  for  members  of  the  Okura  Club  Interna- 
tional or  Y 10, 000  per  day  for  non-members  (meals  not  included). 
To  receive  a  free  brochure,  mail  your  name  and  address  to  Hotel 
Okura,  Public  Relations  Office,  2-10-4  Toranomon,  Minato-ku, 
Tokyo  105,  japan,  or  fax  to  3-3582-3J07. 
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BUILDING  AN  ASIA-PACIFIC  COMMUNITY 

(Ambassador  Walter  Mondale) 


The  Asia-Pacific  century  is  upon  us, 
and  we  all  have  a  tremendous 
stake  in  its  future.  Already,  forty 
percent  of  our  trade  is  with  the 
nations  of  the  Asia-Pacific  and 
almost  two  and  a  half  million 
American  jobs  are  directly  related  to  our 
exports  in  Asia.  We  sell  more  to  Singapore 
than  to  either  Italy  or  Greece;  and  more  to 
Malaysia  than  to  Russia.  By  the  year 

2000,  it  is  estimat- 
ed that  one  half  of 
world  trade  will 
take  place  in  this 
region  and  trade 
and  investment 
flows  across  the 
Pacific  will  be  dou- 
ble the  trans- 
Atlantic  volume. 

In  the  years 
ahead,  the  Asia- 
Pacific  region  will 
have  a  critical 
impact  on  America's 
economic  growth — 
on  trade,  jobs  and 
our  national  pros- 
perity. This  makes 
our  active  engage- 
ment in  the  region 
all  the  more 
important — 
politically,  strategi- 
cally, economically, 
and  morally. 

President  Clinton 
set  forth  his  vision 
of  a  new  Pacific  community  early  on  in  his 
administration.  Speaking  in  Tokyo  in  July 
of  1993,  the  President  called  for  an  Asian- 
Pacific  community  based  on  "shared 
strength,  shared  prosperity  and  a  shared 
commitment  to  democratic  values."  These 
three  pillars  are  mutually  reinforcing: 
security  is  essential  for  economic  develop- 
ment; economic  progress  promotes  demo- 
cratic change;  and  prosperous  democracies 
make  for  peaceful  neighbors. 
The  U.S. -Japan  partnership  is  the 


bedrock  of  this  new  Pacific  community  and 
the  key  to  our  presence  in  Asia.  Our  secu- 
rity relationship  is  the  linchpin  of  regional 
peace  and  stability.  The  depth — and 
breadth — of  our  political  cooperation  is 
without  parallel.  We  are  working  together 
to  defuse  the  Korean  nuclear  crisis;  to 
fight  AIDS  and  global  poverty;  to  protect 
the  environment;  and  to  advance  the  fron- 
tiers of  science  through  joint  exploration  of 
space.  We  also  cooperate  in  Asia  through  a 
number  of  multilateral  institutions  includ- 
ing APEC,  the  forum  for  Asian-Pacific 
Economic  Cooperation  and  ARE,  the 
ASEAN  Regional  Forum  that  deals  with 
security  cooperation. 

The  Japanese  economy  is  at  the  heart  of 
the  spectacularly  dynamic  Asia-Pacific 
region.  Its  GDP  is  equal  to  that  of 
Germany,  France  and  the  United  Kingdom 
combined.  Some  of  Japan's  islands  have 
economies  that  rival  those  of  most  nation- 
states — the  island  of  Kyushu  alone  has  a 
$410  billion  dollar  economy,  larger  than 
Australia's.  Hokkaido's  economy  exceeds 
that  of  India,  and  one  Japanese  prefecture 
alone,  Aichi  Prefecture,  has  a  GDP  that 
rivals  that  of  South  Korea. 

Only  with  the  help  of  America's  business 
community  can  we  expand  our  economic 
ties  with  Japan  and  share  in  the  benefits 
of  the  Asian  economic  miracle. 
Governments  can  work  to  create  an 
environment  that  favors  free  trade  and 
that  allows  our  competitive  products  to 
reach  the  consumer,  but  only  business 
can  seize  these  market  opportunities  and 
make  them  profitable. 

I  am  greatly  encouraged  by  the  Forbes 
Japan  supplement.  It  offers  an  essential, 
informative  introduction  to  Japan  for 
American  companies  and  others  interested 
in  this  fascinating  nation.  I  am  convinced 
that  our  relationship  with  Japan,  more 
than  any  other  of  our  bilateral  ties,  will 
shape  our  nation's  future  and  the  future 
of  the  Asia-Pacific  region  and  the  world. 
With  this  supplement,  Forbes  is  making 
a  welcome  contribution  to  strengthening 
this  relationship. 


(x/rtit^T-  Kxv^y^ 


Walter  F.  Mondale 
United  States 
Ambassador  to  Japan 
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SPECIAL  JAPAN   ADVERTISING   SUPPLEMENT 


"Toshiba  will  bring  its  integrated  capabilities  to  bear  on  a  broad  range  of 
businesses  in  the  future." 


TOSHIBA 


ome  products  and  electronic  com- 
ponents in  particular  are  becom- 
ing increasingly  international  in 
nature.  So,  it  behooves  us  to  make 
such  products  at  the  most  cost- 
and  resource-efficient  places  in 
the  world  and  get  them  to  market 
fastest,"  says  Fumio  Sato,  President  and  Chief 
Executive  Officer  of  Toshiba  Corporation. 

"Then  there  are  products  that  have  to  meet  local 
needs  and  demands.  Household  appliances,  for 
instance.  They  need  to  be  designed,  manufactured 
and  sold  within  the  market,"  he  continues. 

The  Toshiba 
Group  consists 
of  some  800 


Fumio  Sato 

Toshiba  Corporation 


S-6 


companies 
throughout  the 
world  staffed 
by  250,000  peo- 
ple who  make  a 
wide  spectrum 
of  products, 
from  microelec- 
tronics to  con- 
sumer electron- 
ics to  industrial 
equipment.  At  a 
crossroads  of 
market  forces 
working  in 
opposite  direc- 
tions, how  do 
you  accomplish 
the  enormous 
task  of  manag- 
ing global 
operations? 
Toshiba's  presi- 
dent answers, 
"logistics." 

"By  'logistics' 
I  mean  an  inno- 
vative company- 
wide  manage- 
ment system 
that  closely  links  procurement,  R&D,  production 
and  sales  operations  and  encourages  collaboration 
among  them.  This  is  to  ensure  precise  control  of  all 
management  resources  we  have  at  our  disposal. 
What  we  want  here  is  a  system  that  lets  us  respond 
quickly  and  precisely  to  the  market.  The  ultimate 
goal  is  to  reduce  the  time  taken  for  each  process 
and  to  cut  down  on  inventory. 

"To  give  you  an  idea,  people  developing  new 
products  get  input  from  salespersons  utilizing 
improved  information  flow.  Thus,  each  person  in  a 
different  position  is  supposed  to  pursue  interests 
for  the  entire  company.  Innovation  in  logistics 
means  a  departure  from  a  divisional  solution  to  a 
company-wide  solution,  optimizing  global  produc- 


tion and  diversifying  procurement."  He  adds,  "The 
ultimate  goal  here  is  to  boost  competitive  power." 

While  these  ideas  explain  the  company's  inter- 
nal efforts,  Sato  believes  that  strategic  alliances 
with  other  leading  companies  of  the  world  are 
vitally  important  as  part  of  his  logistics  strategy 
in  enlarging  Toshiba's  outward  perspective. 

"International  alliances  enable  us  to  share  with 
partners  ever-increasing  research  and  development 
costs  and  manufacturing  investments,  disperse 
risks  and  gain  speed  needed  to  stay  competitive  in 
the  marketplace.  Speed  is,  let  me  emphasize,  one  of 
the  most  critical  elements  for  success,"  Sato  says. 

Indeed,  strategic  alliances  have  long  been  one 
of  Toshiba's  strategies  for  a  competitive  edge. 
The  partnership  with  General  Electric  has  contin- 
ued for  nearly  a  century.  Recent  alliances  include 
those  with  Ericsson,  IBM,  Motorola,  Siemens,  Sun 
Microsystems  and  Time  Warner,  to  name  a  few. 

The  Toshiba  president  believes  that  strategic 
alliances  are  tools  to  produce  synergistic  effects.  On 
his  approach  to  alliances,  he  explains,  "The  part- 
nership has  to  be  complementary  and  mutually 
rewarding.  You  have  to  make  three  by  adding  one 
to  one  through  cooperation  or  even  competition." 

He  believes  that  his  company,  together  with  a 
large  group  of  its  partners  in  the  field  of  commu- 
nications and  computers,  is  at  the  vanguard  of 
the  digital  revolution. 

To  strengthen  Toshiba's  position  in  the  future, 
he  announced  in  June  1994  the  formation  of  the 
"Advanced-I  Group,"  a  spearhead  that  will 
devote  itself  to  development  of  multimedia- 
related  products  and  systems  by  coordinating 
the  efforts  of  many  divisions  across  traditional 
borders.  The  "I"  represents  three  core  concepts: 
Information,  Integration  and  Intelligence. 

The  Advanced-I  Group  forms  a  new  comer- 
stone  for  Toshiba's  further  growth  and  diversifi- 
cation. Twenty  years  ago,  consumer  products  and 
heavy  electrical  apparatus  such  as  power  systems 
generated  the  bulk  of  Toshiba's  sales.  Today,  the 
largest  business  segment  is  information  and  com- 
munications systems  and  electronic  devices.  For 
tomorrow,  Toshiba  wants  to  be  a  world-class  player 
in  a  new  information-intensive  society  by  par- 
ticipating in  building  information  systems  and 
infrastructure ,  developing  components,  devices 
and  personal  terminals,  and  providing  database 
services  and  information  programs. 

President  Sato  stresses,  "Toshiba  will  bring  its 
integrated  capabilities  to  bear  on  a  broad  range  of 
businesses  in  the  future." 

He  also  wants  to  deploy  Toshiba's  vast  techno- 
logical prowess  for  solving  global  environmental 
issues.  Recent  achievements  include  establish- 
ment of  the  Environmental  Engineering 
Laboratory  and  development  of  a  system  for 
reclaiming  fuel  oil  from  plastic  waste.  He  sums  up 
Toshiba's  management  philosophy:  "Committed 
to  People,  Committed  to  the  Future."  Q 
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"I  see  no  reason  why  the  future  for  the  Japanese  automobile  industry  shouldn't 
be  bright." 


While  most  Japanese  car 
makers  experienced  declin- 
ing profits  last  year  due  to 
the  higher  value  of  the  yen 
and  Japan's  lingering  reces- 
sion, Dr.  Hirokazu 
Nakamura,  President  of 
Mitsubishi  Motors  Corporation,  voices  guard- 
ed optimism  about  the  future  for  both  his  firm 
and  Japan's  automobile  industry  "depending  on 
certain  conditions." 

"If  Japan's  heavy  concentration  of  goods 
and  people  in  urban  areas  can  be  curbed  effec- 
tively, and  if  the  road  and  highway  systems 
across  Japan  can  be  further  improved,"  says 
Dr.  Nakamura,  "then  I  see  no  reason  why  the 
future  for  the  Japanese  automobile  industry 
shouldn't  be  bright. 

"While  eight  out  of  every  ten  Americans 
own  a  car  today,"  he  points  out,  "only  five  out 
of  every  ten  Japanese  do.  With  better 
nationwide  highway  networks  and  road 
systems,  I  am  more  than  confident  that  the 
Japanese  will  use  more  cars." 

The  president  of  Japan's  third-largest 
full-line  car  manufacturer,  which  last  year  pro- 
duced 1,362,447  units  in  Japan,  points  out  that, 
on  a  prefectural  (state)  level,  there  exists  an 
obvious  relationship  between  car  ownership 
ratio  and  the  per-head  mileage  of  roads  and 
highways  available. 

"Car  ownership  in  our  prefectures  ranges 
from  three  to  seven  for  every  ten  citizens,"  he 
notes.  "The  greater  the  total  mileage  of  roads 
and  highways  available  in  a  specific  prefecture, 
the  higher  the  car  ownership  ratio." 

Dr.  Nakamura  views  an  early  implementation 
of  various  deregulatory  measures  and  an  effec- 
tive solution  of  problems  resulting  from  over- 
concentration  in  urban  areas  as  the  inevitable 
means  of  activating  domestic  consumption, 
calling  vigorous  investment  in  social  infra- 
structure— including  housing — "a  top- 
priority  matter." 

Japan's  car  exports,  he  predicts,  will  continue 
to  be  affected  until  effective  means  are  worked 
out  to  weaken  the  yen,  noting  that  Japanese  car 
manufacturers  are  under  growing  pressure  to 
step  up  overseas  production  further. 

Mitsubishi  Motors,  now  Japan's  third-largest 
car  manufacturer  after  Toyota  and  Nissan,  is  no 
exception.  The  $24.5  billion  firm  is  actively  pur- 
suing global  manufacturing,  linking  up  with 
governments  and  automobile  manufacturers  in 
Asia — including  China  and  Malaysia — the  U.S., 
and  Europe. 

In  China,  for  instance,  Mitsubishi  Motors  cur- 
rently is  conducting  a  feasibility  study  to  mea- 
sure the  possibility  of  helping  build  up  the  auto- 
mobile divisions  of  China  North  Industrial 
Group,  China  Aerospace  Corporation  and  the 


Aviation  Industries  of  China  with  a  view  to  pri- 
vatization. The  study  is  being  conducted  under 
an  agreement  signed  with  Mitsubishi 
Corporation,  the  Malaysian  State  Investment 
Agency,  Malaysia's  commercial  banks,  and  the 
three  Chinese  companies. 

In  the  U.S.,  Mitsubishi  Motors  will  continue  to 
provide  100,000  to  150,000  cars  a  year  from  its 
plants  in  Japan  and  the  U.S.  to  Chrysler — its 
partner  in  Japan  until  the  U.S.  firm  divested 
its  share  of  Mitsubishi  in  1992.  Mitsubishi 
also  delivers  400,000  V6  engines  to  Chrysler 
for  its  vehicles. 

"To  accommodate  the 
high  value  of  the  yen  and 
the  need  for  corporate 
restructuring,"  notes 
Dr.  Nakamura,  "Japanese 
automobile  manufacturers 
must  make  truly  attractive 
cars  with  every  feature  to 
make  them  competitive 
around  the  world. 
Mitsubishi  Motors  is  trying 
its  best  to  do  exactly  that." 

Meanwhile,  Mitsubishi 
Motors  is  viewing  Europe 
as  a  promising  future 
production  base. 
Dr.  Nakamura  points  out 
that,  coupled  with  the 
higher  value  of  the  yen, 
the  10%  tariff  levied 
on  cars  imported  into 
the  EU— against  2.5% 
in  the  U.S. — makes 
lucrative  export  business 
"very  difficult." 

That,  he  says,  has 
prompted  his  firm  to  make 
plans  to  manufacture  cars 
in  the  Netherlands  in  a 
joint  venture  with  Volvo 
Car  Corporation  of 
Sweden  and  the  govern- 
ment of  the  Netherlands. 

The  joint  venture — 
Netherlands  Car  B.V. 

(NedCar) — set  up  in  Born,  southern  Holland,  is 
under  way  smoothly,  and  production  (annual 
capacity:  200,000  units)  will  begin  in  May  1995, 
three  months  ahead  of  schedule. 

These  vehicles,  designed  specifically  for  the 
European  market,  will  be  sold  in  equal  numbers 
under  Volvo  and  Mitsubishi  names. 

E)r.  Nakamura  says  Japanese  cars  have  been 
"somewhat  underestimated"  in  Europe,  but 
voices  confidence  that  the  cars  to  be  manufac- 
tured in  the  Netherlands  will  be  recognized  as 
"a  perfect  blend  of  Volvo's — and  Mitsubishi's— 
outstanding  features  and  technologies."  B 


MITSUBISHI 
MOTORS 


Hirokazu  Nakamura 

Mitsubishi  Motors  Corporation 
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Official  Worldwide 

Sponsor  of  the  1996 

Olympic  Games 


It's  not  too  early  to  prepare  for 

the  1996  Olympic  Games 

when  you're  in  it  for  the  long  run. 


A  runner  prepares  for  an  Olympic  event.  Every 
step,  every  stride  is  analyzed  and  scrutinized. 

A  gymnast  practices  a  flip.  Each  leap,  each 
landing  is  studied  in  minute  detail. 

A  swimmer  slips  through  the  water  with  grace 
and  speed.  Every  stroke  and  breath  is  examined. 

At  the  U.S.  Olympic  Training  Center, 
Panasonic  provides  video  equipment  to  help 
improve  every  step,  breath  and  stroke  of  an 
athlete's  performance.  Matsushita  is  not  only 
helping  the  U.S.  Olympic  team,  but  we're  also 
helping  support  the  Olympic  movement  around 
the  world. 

And  the  world  will  witness  the  athletes'  efforts 
through  our  technology.  After  a  worldwide  com- 
petition, Matsushita's  Panasonic  digital  video 
system  has  been  selected  as  the  official  broadcast 
equipment  of  the  1996  Olympic  Games.  It  will 
capture  the  Olympic  Summer  Games  in  stunning 
detail  and  breathtaking  color. 

For  more  than  a  decade,  Matsushita 
has  been  dedicating  its  vast  resources 
to  the  Olympic  Games.  So,  while  it 
might  seem  like  it's  too  early  to  pre- 
pare for  the  1996  Olympic  Games, 

\tl-    a  19%    'ts  not*  ^ot  wnen  y°ure  m  ^  f°r  the 
long  run. 
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"I'm  afraid  the  U.S.  may  have  come  to  wonder  what  having  such  a  reluctant  ally 
as  Japan  really  means  to  its  national  interests." 


CANON 
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Chairman  Ryuzaburo  Kaku  of  Canon 
Inc.,  a  $16  billion  global  manufacturer 
and  distributor  of  camera  and  office 
automation  equipment,  has  been 
wrestling  with  two  nagging  problems 
these  past  few  years — the  relationship 
between  the  U.S.  and  Japan  and 
Japan's  survival  as  a  manufacturing  nation. 

Kaku  describes  current  U.S.-Japan  ties  as  "not 
necessarily  good"  primarily  because  of  the  "wrong 
postures"  assumed  by  both  nations  toward  each 
other  after  the  collapse  of  the  Soviet  Union. 
"Despite  its  wealth  and  prosperity,"  Kaku  notes, 

"Japan  is  least 
interested  in 
working  togeth- 
er with  its  ally 
in  helping  estab- 
lish a  new  world 
order  following 
the  end  of  the 
Cold  War. 

"Meanwhile, 
the  U.S.  is  suf-, 
fering  from  the 
aftereffects  of 
the  Soviet  con- 
tainment poli- 
cies, such  as  the 
budgetary  and 
trade  deficits — 
which  actually 
are  its  own  fault 
— and  is  taking 
it  out  on  Japan 
as  the  Japanese 
foreign  currency 
reserves  keep 
bulging. 

'The  US. 
views  Japan's 
closed  market  as 
the  main  obsta- 
cle to  its  eco- 
nomic recovery." 
As  a  step  that 
Japan  must  take  to  help  improve  the  two  nations' 
relationship,  Kaku  attaches  particular  importance 
to  Japan's  "behaving  as  a  mature  and  equal 
partner"  of  the  U.S.,  pointing  out  that  Japan  must 
willingly  assume  much  greater  international 
responsibilities,  at  times  guiding  the  U.S. 
"That's  what  a  partner  should  do,"  he  asserts. 

"Postwar  Japan  acted  as  America's  follower  in 
the  international  arena,  which  the  U.S.  approved  at 
the  time,"  Kaku  notes.  "However,  I  am  afraid  the 
U.S.,  faced  with  numerous  problems,  may  have 
come  to  wonder  what  having  such  a  reluctant  ally 
as  Japan  really  means  to  its  national  interests." 

To  become  America's  true  partner,  Kaku 
stresses,  the  Japanese  side  must  adopt  drastic 


political  and  spiritual  reforms,  including  adopt- 
ing a  "homemade"  peace  constitution  that 
makes  Japan's  Self  Defense  Forces  fully  legiti- 
mate, and  discarding  Japan's  "old-fashioned 
national  mentality"  of  always  wanting  to  catch 
up  with  and  then  overtake  others. 

"Who  is  Japan,  a  full-fledged  economic 
power,  trying  to  catch  up  with  now?"  asks 
Kaku,  noting  that  Japan  virtually  caught  up  with 
the  world's  advanced  nations  back  in  the  mid- 
1960s.  "Japan  must  come  out  of  the  shell  of  its 
'developing  nation'  mentality,"  he  says. 

A  national  objective  based  on  a  philosophy  like 
Kyosei  (Canon's  corporate  credo  meaning  "living 
and  working  together  for  the  common  good")  is 
what  Kaku  believes  Japan  should  adopt. 

Kaku  is  worried  about  what  he  sees  as  signs 
of  Japan's  decline  as  a  manufacturing  nation, 
and  emphasizes  that  the  Japanese  government 
must  adopt  measures  to  transform  his  country 
into  a  prime  "technological  power." 

"Canon's  partners  in  the  U.S.  point  out  OEM 
products  manufactured  in  Japan  are  no  longer 
competitive  because  they  can  make  them 
cheaper  at  home,"  Kaku  continues.  "The  U.S. 
has  bounced  back  enough  to  claim  a  manufac- 
turing edge  over  Japan. 

"We  have  so  far  managed  to  cope  with  the 
situation  by  securing  cheaper  supply  bases,  such 
as  China,  which  is  fast  becoming  a  sophisticated 
high-tech  center  of  this  part  of  the  world. 

"The  other  Asian  countries  are  rapidly  catch- 
ing up  with  Japan,  too.  Unless  Japan  establishes 
a  national  goal  of  becoming  a  prime  technologi- 
cal power,  what's  left  of  Japan's  manufacturing 
supremacy  will  surely  fall  prey  to  them." 

To  help  realize  his  goal,  Kaku  as  Chairman  of 
the  Technology  Committee  of  the  powerful 
Keizai-Doyu-Kai  (Japan  Association  of  Corporate 
Executives)  has  recently  made  a  daring  proposal. 
He  urged  the  government  to  dramatically  increase 
its  research  and  development  budget — from  the 
current  0.5%  of  Japan's  GNP  to  3%  a  year. 

"I  believe  Japan  can  make  a  genuine  contribu- 
tion to  the  world  by  developing  high  tech- 
nology," stresses  Kaku>  "If  Japan  can  invent 
leading-edge  technologies  to  solve  the  three 
major  problems  affecting  mankind's  future — 
environment,  energy  and  food — it  will  truly 
benefit  the  entire  world." 

Kaku  attributes  Canon's  corporate  success  to 
a  hefty  R&D  investment  he  initiated  after 
assuming  presidency  in  1977,  which  has  since 
born  excellent  fruit,  such  as  its  best-selling 
printers — LBP  (Laser  Beam  Printer)  and  BJP 
(Bubble  Jet  Printer). 

"On  the  corporate  level,  it  takes  at  least  ten 
years  to  see  one  R&D  project  fly,"  observes 
Kaku.  "If  the  government  fails  to  act  now,  I'm 
afraid  Japan's  survival  will  become  precarious 
in  the  not  too  distant  future."  B 


There  are  Sakura  branches 
extending  throughout  the  world 

Sakura  Bank  was  formed  through  a  merger  of  the  Mitsui  and  Taiyo  Kobe  banks.  Today,  it  is  like  a  thriving 
sakura,  or  Japanese  cherry  tree,  with  deep  roots  in  its  native  soil  and  branches  reaching  out  in  every  direction 
to  create  a  network  of  more  than  100  offices  in  30  countries. 

•  In  the  Americas,  we  were  the  first  Japanese  bank  to  offer  investment  banking  services.  Our  strong  U.S. 
presence  is  buttressed  by  offices  in  Canada,  Mexico,  Brazil,  Colombia  and  other  markets. 

•  We  operate  in  nine  countries  in  Europe  and  the  Middle  East— even  as  far  afield  as  Turkey. 

•  And  we  are  one  of  the  world's  best-positioned  banks  to  support  international  investors  in  Asia,  including 
China  and  Vietnam. 


SAKURA  BANK 


Americas  Division 

Asia  and  Oceania  Division 

Europe,  Middle  East  and  Africa  Division 


350  Park  Avenue,  8th  Floor,  New  York,  NY  10022,  USA  Tel. 

1-2,  Yurakucho  1-chome,  Chiyoda-ku,  Tokyo  100,  Japan  Tel. 

Ground  and  1st  Floors,  6  Broadgate,  lundon  KC2M  2RQ,  United  Kingdom        Tel. 


(212)  756-6500 
(03)3501-1111 
(71)638-3131 


Only  from  the  mind 

ofMinolta... 
The  Watchdog  Copief! 


Introducing  the  CS-Pro  Series! 

With  hidden  electronic  Watchdogs 
to  unleash  CS  (Customer  Satisfaction). 
Watchdogs  that  guard  against 
misfeeding,  guard  against  miscopying 
and  cut  malfunctions  way  back. 
Plus:  Minolta's  S.M.A.R.T.  System. 
So  clever,  it  calls  the  Dealer  by  itself... 
to  prevent  downtime.  Press  a  button, 
it  even  orders  toner  and  supplies! 
In  addition,  our  Automatic  3-hole  punch 
and  Booklet  Making  Mode.  All  these 
features  and  1 00%  productivity. 
To  give  this  Watchdog  a  home, 
just  call  1-800-9-MINOLTA 


Copiers 

Cameras 

Faxes 

Digital  Systems 

Document  Imaging 

Camcorders 

Binoculars 

Only  from  the  mind 
ofMinolta 


MINOLTA 


01994  MINOLTA  CORPORATION 


SPECIALJAPAN  ADVERTISING   SUPPLEMENT 


"Japan  is  no  longer  the  central  manufacturing  location  for  many  of  our  products. 
[We]  conduct  our  operations— R&D,  design,  production— in  the  locations  where 
prevailing  factors  best  suit  each  purpose." 


he  world  is  moving  toward  a 
single,  borderless  global  market 
as  trade  barriers  continue  to 
fall.  At  the  same  time,  the  soar- 
ing yen  is  hitting  Japanese 
manufacturing  very  hard. 
Hitachi  is  actively  responding 
to  these  and  other  trends,"  says  Tsutomu  Kami, 
President  of  Hitachi,  Ltd. 

The  current  situation  presents  an  excellent 
opportunity  to  execute  new  global  growth  plans 
and  streamline  operations,  according  to  Kanai. 

On  the  subject  of  globalization,  Kanai  is 
unequivocal:  '7apan  is  no  longer  the  central 
manufacturing  location  for  many  of  our  products. 
One  of  the  advantages  of  a  single  global  market  is 
that  it  allows  us  to  conduct  our  various  opera- 
tions— R&D,  design,  production — in  the 
locations  where  prevailing  factors  best  suit  each 
purpose.  We  are  very  happy  with  our  growing 
overseas  operations,  and  are  proud  of  our  efforts 
to  be  responsible  members  of  the  community 
wherever  we  locate." 

What's  the  secret  of  Hitachi's  success  overseas? 
Says  Kanai:  "Because  of  Hitachi's  strong 
technological  position,  we  are  able  to  work  jointly 
with  the  leading  companies  of  the  world.  Such 
partnerships  offer  many  advantages.  They  build 
complementary  relations  between  corporations, 
optimizing  resources  and  strengthening  ties 
between  nations." 

He  cites  a  few  examples:  "With  International 
Business  Machines  Corporation,  we  have 
a  technology  relationship  in  the  field  of 
large-scale  computers;  with  Texas  Instruments 
Incorporated,  we  will  soon  launch  a  semiconduc- 
tor manufacturing  facility  in  Texas;  and  in  Korea, 
we  have  a  relationship  with  Goldstar  Electron 
Co.,  Ltd.  regarding  semiconductor  technology 
and  production." 

Another  Hitachi  strategy  calls  for  strengthening 
production  facilities  in  growth  markets  and  estab- 
lishing new  bases  in  emerging  markets. 

In  October  1994,  Hitachi  (China),  Ltd.  was 
established.  Its  mission  is  to  coordinate  the  plan- 
ning of  China  operations,  which  incorporate 
numerous  production  facilities  striving  to  meet 
growing  Chinese  demand  for  a  long  list  of  prod- 
ucts including  TVs,  air  conditioners,  elevators  and 
computer  software.  In  April  1994,  Hitachi 
Computer  Products  (Asia)  Corp.  was  established 
in  the  Philippines  to  produce  small  disk  drives. 

Hitachi's  overseas  production  is  decidedly  on 
the  rise:  In  fiscal  1993,  it  reached  $6  billion,  a 
twofold  increase  in  a  five-year  period. 

Hitachi  took  a  major  step  toward  streamlining 
last  year,  when  it  announced  the  merger  of 
Hitachi,  Ltd.  with  its  consumer  products  sales 
subsidiary,  Hitachi  Sales  Corporation.  Scheduled 
for  April  1995,  the  move  will  make  possible  a 
completely  integrated  system  that  extends  from 


product  development  and  production  to  sales 
and  service.  Kanai  expects  the  advantages 
brought  about  by  this  change  to  enable  his  com- 
pany to  expand  its  multimedia-related  business. 

His  confidence  in  Hitachi's  future  growth 
finds  its  source  in  the  company's  technological 
prowess,  which  is  constantly  being  reinforced. 
Kanai  stresses  that  'Technology  is  the  driving 
force  of  growth."  His  company  invested  a  hefty 
$4.7  billion,  or  6.5%  of  total  sales,  in  R&D  in 
1993,  over  60%  of  which  was  devoted  to  infor- 
mation systems  and  electronics.  However,  Kanai 
says,  "Investment  in  R&D  alone  won't  positively 
affect  a  compa- 
ny's bottom 
line.  New  tech- 
nologies must 
be  translated 
into  useful 
products.  We 
have  taken 
steps  to  ensure 
that  we  do 
this."  Under 
Hitachi's 
Strategic 
Business 
Projects  system, 
operational 
since  1992, 
business  divi- 
sions are 
responsible  for 
all  aspects  of 
strategic  prod- 
uct develop- 
ment, from 
planning  and 
R&D  through 
production  and 
marketing.  The 
system  has 
already  pro- 
duced a 
number  of  hit 
products. 

Kanai  believes  that  advances  in  electronics 
and  information  technology  will  have  a  pro- 
found influence  on  society,  and  especially  infra- 
structure, as  they  are  incorporated  in  a  diverse 
array  of  industrial  products.  Hitachi  is  already  a 
part  of  this  process.  Kanai  says:  "At  Hitachi,  a 
variety  of  technologies  are  integrated  into  prod- 
ucts and  systems  to  create  new  value." 

Since  its  founding  in  1910,  Hitachi  has 
endeavored  to  develop  technologies  that  are 
useful  for  socioeconomic  development.  Most 
companies  contribute  to  society  by  providing 
high-quality  products  and  technologies. 
"However,  at  Hitachi,"  as  Kanai  puts  it,  "we  go 
a  step  beyond  that."Q 


HITACHI 
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ADVERTISEMENT 


Brother  introduces  unique 

laser  printer  with  breakthrough  design 

that  re-defines  the  category 


In  the  past,  owning  a  laser  printer  was  just  a 
dream  for  most  people.  With  prices  starting  at 
$500.  people  had  to  purchase  old  or  discontin- 
ued models  to  stay  within  their  budget,  or 
settle  for  ink  jet  which  produces  "laser-like" 
output.  Brother  International  has  changed  all 
of  that  with  the  introduction  of  their  new  line  of 
laser  printers  —  the  HL-600  Series. 


IT  STARTED  BY  REDESIGNING  THE  WHEEL 

Extensive  research  conducted  by  Brother  found  that  users  really  didn't  want 
to  settle  for  older  models  or  "laser-like"  output.  Although  more  and  more 
people  are  working  from  their  homes,  they  still  want  their  output  to  look  like 
that  of  their  larger  and  wealthier  corporate  competitors. 

Combining  this  research  with  years  of  experience  in  the  laser  printer 
market  allowed  Brother  to  develop  their  new  line  of  laser  printers,  giving 
customers  what  they  want  at  a  price  they  can  afford.  Unlike  other  300  dpi  and 
600  dpi  laser  printers  that  employ  a  curved  paper  path  which  consequently 
results  in  wrinkled  envelopes,  curled  cards  and  annoying  paper  jams,  the 
straight  paper  path  in  Brother's  6PPM  HL-600  Series  handles  virtually  any 
type  of  print  medium  worry  (and  wrinkle)  free. 

And  because  the  shortest  distance  between  two  points  has  always  been  a 
straight  line,  the  HL-600  Series  is  up  to  72%  faster  than  the  leading  competi- 
tor when  it  comes  to  actually  printing  out  documents  (an  important  point  to 
remember  the  next  time  you  sit  waiting  for  your  laser  printer  to  print  out  that 
first  page.) 

Aside  from  speed  and  versatility,  the  straight  paper  path  offers  other 
advantages  as  well.  Due  to  the  ultra  affordable  Brother  two  piece  toner  and 
drum  unit,  the  HL-600  Series  has  one  of  the  lowest  per  page  operating  costs 
in  the  industry.  Clearly  the  benefits  of  the  straight  paper  path  speak  (volumes) 
for  themselves. 

INTELLIGENT  -  IN  MORE  WAYS  THAN  ONE. 

If  you've  ever  received  an  "insufficient  memory"  error  or  an  incomplete  page 
when  trying  to  print  graphics  or  text  intensive  documents,  these  printers 
are  definitely  for  you.  With  Brother's  exclusive  Enhanced  Memory 
Management  technology,  the  printer's  memory  is  used  so  efficient- 
ly, that  many  documents  normally  requiring  extra  memory  are 
printed  with  the  standard  512K 
oftheHL-630. 

Another  intelligence  feature 
is  Brother's  IntelliPrint  technol- 
ogy which  combines 
auto  interface 

switching,  patented 
auto     emulation     switching, 
adjustable  Power  Save  mode, 
one  button  last  page  reprinting 
and  automatic  data  compression  technology,  all  of  which  ensure  that  using 
the  printer  will  be  a  truly  seamless  experience. 

A  FULL  LINE  -  A  TRUE  COMMITMENT 

Although  the  HL-600  Series  offers  exceptional  value  and  a  full  set  of 
outstanding  features.  Brother  understands  that  some  users  may  need  more 
than  300  dpi  or  6  pages  per  minute.  Therefore,  Brother  created  a  full  line 
up  of  laser  printers  to  address  virtually  every  type  of  potential  customer. 
These  printers  offer  some  very  high  end  features  such  as  IntelliPrint 
Technology,  Enhanced  Memory  Management,  the  most  total  fonts  in  this 


class  and  Brother's  own  revolutionary  Straight 
Paper  Path  Technology. 

Most  amazing,  all  of  the  above  is  offered 
starting  around  $399  —  far  less  than  any  otheii 
6  PPM  printer  —  and  most  4  PPM  printers  fo» 
that  matter.  If  this  combination  of  features  and) 
value  sounds  like  big  news  to  you,  you're  not- 
alone.     In  fact,  PC  Magazine,  the  computet 

industry's  bible,  gave  the  HL-630  their  coveted  "Editor's  Choice"  award  ft» 

just  those  very  reasons. 

While  all  units  in  the  HL-600  Series  can  be  made  Macintosh  compatibk 

via  a  simple  upgrade,  the  step  up  HL-655M  adds  the  unique  benefit  oli 

dual  platform  compatibility  right  out  of  the  box  —  a  first  for  any  printen 

in  this  class! 

With  outstanding  features  such  as  6  pages  per  minute,  300  dpi  resolutior 

and  their  unique  Straight  Paper  Path  Technology,  Brother  has  changed  tM 

way  people  look  at  and  use  laser  printers.  Not  wanting  to  be  just  anothe* 

piece  of  hardware.  Brother  has  also  bundles  some  very  useful  extras  in  the) 

box  with  their  printers. 

ClickBook,  a  software  package  from  BookMaker  Corporation,  allows 

users  to  take  documents  created  under  any  Windows 

application  (a  Macintosh  version  is  also  available) 

and   turn   them   into   handy   booklets,  tri-fold 

brochures  or  any  one  of  20  different  formats.  This 

outstanding  utility  program  will  be  a  great  market- 
ing tool  for  anyone  looking  for  a  creative  way  to 

promote  their  business. 

Another  added  value  is  a  laser  specialty  paper 

sampler  kit  from  Premier  Papers.  These  exciting 

and  colorfully  designed  papers  can  be  used  to 

create  four  color  brochures  without  the  cost  of  a 

trip  to  the  local  quick-print  shop. 

Finally,  offers  for  magazine  subscriptions  to 

Home    Office    Computing    and    Entrepreneur 

Magazine  will  give  users  the  latest  information  on 

how  to  operate  a  small  business  or  what  is  going  on  in  the  ever-changin 

technology  marketplace. 

All  of  these  great  extras,  combined  with  Brother's  unique  Straight  Papt 

Path  Technology  add  up  to  a  "Personal  Printshop"  right  on  the  desk. 
Wanting  to  carry  all  of  these  great  features  one  step  further,  Brother  als 

offers  the  HL-660  -  a  600  dpi  printer  designed  for  the  demands  of  desktoi 

publishing.  Like  its'  300  dpi  "cousins,"  the  HL-660  features  the  straight  papsi 

path  and  all  of  the  other  features  of  the  300  dpi  models.  The  HL-660  come 

standard  with  2MB  of  memoiy  which  can  be  easily  upgraded  to  10MB  v 

industry  standard  SIMM. 

Thanks  to  its  combination  of  crisper  600  dpi  text  and  added  memory,  tl 

HL-660  is  ideal  for  "Business  Printshop"  applications  -  a  level  where  onl> 

the  highest  quality  output  will  do. 

HIGH  TECH,  HIGH  QUALITY 

For  the  most  demanding  printing  applications,  Brother  also  offers  tl 
HL-1260.  Its'  superior  graphics  resolution,  12  page  per  minute  outpt 
87  resident  fonts,  11  resident  bar  codes,  network  capabilities  and  2M 
or  RAM  (expandable  to  26MB)  make  it  perfect  for  high  volume  netwoi 
applications  that  demand  the  highest  quality  output. 

With  all  of  these  features  and  true  benefits,  Brother  has  clearly  intn 
duced  a  line  of  laser  printers  designed  with  the  two  most  important  featur 
for  every  type  of  laser  printer  user... performance  and  value. 


EDITORS' 
CHOICE 


PC  Magazine 

could  have  chosen  any 

laser  printer. 

They  chose  ours. 


Introducing  the  Brother  HL-600  Series 
Laser  Printers,  with  exclusive  Straight 
Paper  Path  Technology  that  sets  a  new 
standard  in  quality  and  value. 

If  your  next  laser  printer  doesn't  have  our 
exclusive  Straight  Paper  Path  Technology,  that  may 
put  a  wrinkle  in  many  of  your  printing  projects. 

That's  because  our  laser  printers  don't  take 
your  paper  down  a  curvy,  twisty  paper  path  like 
other  laser  printers.  So  everything  comes  out 
straighter  and  faster  (up  to  a  blazing  6  pages  per 
minute) .  You'll  be  able  to  automatically  stack  and 
feed  those  troublesome  envelopes  (up  to  10  at  a  time), 
and  paper  sizes  as  small  as  2.75"  X  5"  without  having  to 
worry  about  how  they'll  look  when  they  come  out.  You 
can  print  not  only  standard  paper  stocks,  but  also 
tri-fold  brochures,  invitations, 
newsletters,  etc.  It's  tike 
having  your  own  personal 
print  shop! 


"imrni 


ED  TORS' 

CHOCE 


Brother  HL-  630 
November  22, 1994 


Versatility  is  just  the  beginning  because  our 
Straight  Paper  Path  Technology  virtually  elimi- 
nates those  horrifying  paper  jam  glitches  that  usu- 
ally force  you  to  disassemble  your  laser  printer. 
Technologically  remarkable...  yet  remark- 
ably affordable. 

Our  HL-600  Series  Laser  Printers,  the  first  in  a 
new  family  of  quality  printers,  also  offers  other 
advanced  features  tike  fast  Windows™  printing, 
Enhanced  Memory  Management  to  help  you  fly 
through  large  complex  files,  numerous  fonts,  auto 
power  save  mode  to  save  energy  costs,  microfine 
toner,  optional  Macintosh®  compatibility,  and  more.  Yet, 
unlike  other  laser  printers  with  similar  high-end  features, 
our  new  laser  printers  don't  come  with  a  high-end 

price  tag.  They  start  at  s399-   

(Yes,  laser 
for  s3990 


AVAILABLE  AT:  Office  Depot,  Staples,  Office  Max, 
Circuit  City,  Best  Buy,  CompUSA  and  other 
fine  dealers  and  retailers. 


HL-630 


HL-655M 


We're  at  your  side. 


Brother  International  Corporation,  200  Cottontail  Lane,  Somerset,  NJ  08875-6714. 

Windows  ts  a  trademark  of  the  Microsoft  Corporation.  Macintosh  is  a  registered  trademark  of  Apple  Computer  Incorporated  All  product  names,  trademarks  or  registered  trademarks  referenced  herein  are  the  property  of  their  respective  companies 


SPECIAL  JAPAN   ADVERTISING  SUPPLEMENT 


"The  integration  of  computers  and  office  equipment  will  lead  to  the  digital  office  and 
greater  customer  satisfaction." 


Hiroshi  Hamada 

Ricoh  Company,  Ltd. 

# 
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Many  Japanese  business  leaders 
worry  about  the  possible  decline 
of  the  nation's  manufacturing 
industry.  But  not  Hiroshi 
Hamada,  President  of  Ricoh 
Company  Limited — he  sees  a 
bright  future  for  his  $9.5  billion 
global  corporation. 

Hamada's  confidence  is  based  on  Ricoh's 
image  processing  systems  (IPS)  integration 
strategy,  which  aims  to  create  a  digital  office 
linking  networked  computers  with  such  office 
equipment  as  copiers,  printers,  scanners,  optical 
filing  equipment  and 
facsimile  machines. 

Hamada  sees  great 
opportunities  for  Ricoh's 
IPS  products  and  systems, 
which  he  began  cultivat- 
ing as  a  future  core 
business  shortly  after 
becoming  president  in 
the  early  1980s. 

Ricoh  employs  a  two- 
pronged  approach  to  IPS 
integration — general- 
purpose  systems,  such  as 
multifunctional  and 
computer-connective 
copiers  and  facsimiles, 
and  vertical  market  sys- 
tems for  specific  industries 
and  professions. 

Hamada  considers 
his  vertical  market 
systems  business 
particularly  promising, 
starting  in  Japan,  then 
moving  overseas. 

"While  Japanese  compa- 
nies with  more  than  1,000 
employees  have  installed 
just  as  many  computers 
per  capita  as  their 
American  counterparts," 
he  notes,  "the  percentage 
of  firms  of  this  size  is  rela- 
tively small  in  Japan. 
"A  typical  Japanese  company  has  fewer  than 
100  employees  and  a  computer  installation  rate 
per  capita  of  only  about  6%.  They  still  rely  on 
stand-alone  OA  equipment.  There's  therefore 
tremendous  market  potential  for  our  IPS  inte- 
gration products. 

"We  can  provide  user-friendly,  computer- 
connective  IPS  integration  offerings  that 
process  graphics,  such  as  photographs  and 
designs,  and  text. 

"For  instance,  a  wiring  subcontractor  could 
use  our  systems  to  enhance  business 
performance.  Say  the  subcontractor  is  asked  to 


make  a  bid  for  the  wiring  of  a  house.  The  initial 
assessment  is  really  time-consuming — and 
unproductive.  Just  think  of  the  complications, 
like  carefully  examining  the  building  plans, 
calculating  how  much  wiring  and  other  materi- 
als are  necessary,  writing  up  the  results,  and 
submitting  the  bid. 

"One  of  our  optical  character  recognition-based 
customized  systems  simplifies  this  process.  The 
building  plans  are  scanned  into  a  computer, 
which  examines  them  and  calculates  the  amount 
of  wiring  and  materials.  The  results  can  then  be 
formatted  and  printed  through  a  multifunctional 
digital  system  or  sent  directly  to  the  contractor 
via  the  system's  facsimile  function." 

To  push  ahead  with  its  IPS  integration  strategy, 
Ricoh  has  introduced  an  internal  entrepreneur 
system  in  Japan.  Under  this  system,  specialists  in 
certain  fields  or  industries  can  set  up  and  run 
their  own  businesses  inside  the  company. 

Ricoh  has  established  a  special  fund  of  ¥10 
billion  to  finance  the  creation  of  these  entrepre- 
neurships.  So  far,  eight  such  operations  have 
been  launched  to  serve  vertical  markets  like 
hospitals,  real  estate  companies  and  delivery 
companies.  As  the  system  spreads  to  domestic 
subsidiaries,  Ricoh  anticipates  more  startups. 

Hamada  expects  Ricoh's  IPS  integration  strat- 
egy overseas  to  differ  from  the  approach  in 
Japan,  although  the  products  will  be  basically 
the  same. 

"We  can't  go  it  alone,"  he  says.  "In  the  United 
States  or  Europe,  for  example,  the  personal 
computer  is  well-established.  Value-added 
retailers  and  system  integrators  understand 
local  markets,  and  they're  good  at  providing 
software  solutions. 

"We  want  to  form  partnerships  with  these 
suppliers  so  we  can  combine  our  hardware  with 
their  software  to  link  our  image  processing  sys- 
tems and  computers. 

"There  are  advantages  for  both  parties  in  a 
successful  partnership.  If  a  system  integrator 
creates  software  that  complements  a  Ricoh  IPS 
system  for  a  vertical  market  in  one  region,  a 
combined  package  could  be  sold  nationwide. 

"We  look  forward  to  working  with  many 
overseas  partners  to  create  new  markets  while 
providing  creative  solutions  for  our  customers." 

Hamada  also  believes  that  Ricoh's  IPS  integra- 
tion strategy  will  lead  to  even  greater  satisfac- 
tion for  the  company's  customers. 

"We're  committed  to  becoming  the  leader 
in  providing  digital  image  processing 
systems.  We're  also  dedicated  to  becoming 
the  number  one  company  in  providing 
customer  satisfaction. 

"We  always  try  hard  to  please.  But  to  succeed 
with  IPS  integration,  we've  got  to  put  ourselves 
in  the  customer's  shoes.  This  means  we'll  have 
to  try  even  harder."  □ 
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ANA.  A  distinct  advantage  in  business. 

The  more  miles  you  fly,  the  more  quickly  you'll  discover  the  distinct  advantages  in 

choosing  ANA  to  travel  to  Japan.  That's  because  we've  built  our  airline's  reputation  by 

taking  care  of  the  needs  of  business  travelers  in  the  air.  With  a  modern,  wide-bodied  fleet. 

An  enviable  on-time  record.  And  the  kind  of  inflight  service  that  other  airlines  talk  about. 

Now,  we've  made  ANA  an  even  more  pleasant  experience  on  the  ground, 

with  our  comfortable  Terminal  2  business  lounge  at  Narita  airport  and 

our  convenient  new  terminal  lounge  at  Haneda  airport. 

These  are  two  more  distinct  advantages  you'll  find  only  on  ANA. 

With  flights  to  Japan  from  19  international  gateways  in  12  countries, 

and  the  most  comprehensive  route  network  inside  Japan,  we  deliver  the  convenience 

and  comfort  business  travelers  demand.  When  your  next  business  trip 

calls  for  a  flight  to  Japan,  let  ANA  make  your  Japanese  experience  the  very  best. 


> 


ANA 

All  Nippon  Airways 

JAPAN'S  BEST  TO  THE  WORLD 


For  reservation  or  more  information,  contact  your  travel  agent  or  All  Nippon  Airways  Co.,  Ltd. 
USA  (Toll  Free)  1-800-2-FLY-ANA,  1-800-235-9262  (ex.  Guam)  (Toll  Free  Area:  Covers  50  States,  Canada,  Mexico, 

Puerto  Rico,  Virgin  Islands.)  Other  Areas  310-782-3011 
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SPECIAL   JAPAN   ADVERTISING   SUPPLEMENT 


"I  see  increasing  complexity  and  uncertainty  everywhere  obscuring  our  goals. 
I  want  every  employee  to  know  where  our  company  is  heading." 


// 


MITSUBISHI 
ELECTRIC 


Takashi  Kitaoka 

Mitsubishi  Electric  Corporation 
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f  you  want  to  know  what  the 
future  holds  for  you,  you  have  to 
explore  far  into  the  future,"  says 
Takashi  Kitaoka,  President  of 
Mitsubishi  Electric  Corporation, 
a  diverse  manufacturer  whose 
products  range  from  cellular 
phones  to  satellite  communications  systems, 
and  from  projection  TVs  to  industrial 
robots.  "We  went  to  the  year  2010,  and  from 
there  we  looked  back  at  the  present.  This 
was  how  we  came  up  with  'Vision  21/ 
which  was  recently 
announced." 

"Vision  21"  defines 
the  company's  vision  for 
the  future,  goals  to  be 
achieved  and  underlying 
philosophy  to  guide 
efforts  toward  the  goals. 

Since  Kitaoka  took  over 
the  helm  in  June  1992, 
he  has  focused  on  creat- 
|  ing  the  future  for  his 

company.  This  is  not  an 
easy  task  when  the  whole 
electronics  industry  is 
grappling  with  ways  to 
face  challenges  of  the 
coming  information 
society.  "Everywhere 
I  look  in  the  industry,  I 
see  increasing  complexity 
and  uncertainty,  which 
tend  to  obscure  our 
goals.  So  I  want  every 
person  in  the  company 
to  know  where  our 
company  is  heading," 
he  explains. 

Kitaoka  emphasizes 
the  importance  of  a 
spiritual  perspective  in 
building  the  future.  He 
urges  in  "Vision  21"  that 
every  person  and  every 
group  within  his 
company  should  take 
a  responsible  action,  responsible  to  societies, 
shareholders,  consumers  and  associates.  He 
recognizes  the  weight  of  building  a  creative 
climate  among  his  people  so  that  their  efforts 
will  be  more  sharply  focused  and  their 
creativity  maximized.  He  plans  to  fulfill  this 
goal  through  decentralization  of  decisions  at 
all  levels. 

In  fact,  decentralization  is  a  key  word  in 
making  "a  transnational  company"  Kitaoka 
envisions,  in  which,  he  anticipates,  each 
division  will  be  operating  as  if  it  is  an 
independent  company  with  decisions  and 


initiatives  on  a  global  scale.  He  says,  "We  no 
longer  stick  to  conventional,  geographically 
segmented  operational  units,  all  of  which 
report  to  Tokyo.  I  don't  mind  if  a  certain 
division  has  its  head  office  outside  of  Japan." 

The  other  side  of  the  coin  is  localization. 
"Lef  s  take  the  U.S.  market.  Why  not  have 
the  R&D,  design,  production  and  marketing 
all  done  there  in  the  U.S.?  A  package  deal 
operation  like  this  would  best  serve  the 
market,"  he  contends.  "That  does  not  mean, 
however,  we  will  be  confined  in  a  particular 
local  market.  As  long  as  we  keep  learning 
on  a  worldwide  basis  instead  of  being 
bound  by  local  knowledge,  we  will  stay 
competitive  globally. 

"As  one  of  the  leaders  who  shape  the 
future,  we  will  strive  to  achieve  the  integration 
of  computer,  communications  and  visual 
technologies,  thus  responding  to  the  demand 
of  consumers  in  the  future."  He  sees  a  greater 
emphasis  directed  to  multimedia-related 
products.  He  remarks,  "Of  $30  billion  net 
sales  targeted  for  1998,  at  least  10%  will  be 
generated  by  new  products  to  be  developed 
between  now  and  then,  although  none  of 
them  even  have  product  names  yet." 

How  to  secure  growth  when  the  business 
environment  is  so  unpredictable?  "You  have 
to  go  into  new-business  creation,"  he  is  quick 
to  respond.  The  new  areas  where  he  sees 
opportunities  include  the  environment, 
energy,  wellness  and  security,  all  of  which 
are  closely  connected  with  social  concerns. 
"We  consider  those  concerns  catalysts  for 
innovation,"  he  asserts. 

Kitaoka  is  particularly  concerned  about  the 
ecological  problems  the  world  faces  today. 
He  mentions  with  emphasis,  "Mitsubishi 
Electric  is  firmly  committed  to  the  protection 
of  the  environment.  Under  the  company's 
Global  Environmental  Charter,  we  have 
initiated  an  action  program  that  encompasses 
every  stage  of  a  product's  life  from  product 
designs  to  disposal."  In  recognition  of  his 
company's  far-flung  efforts,  he  was  elected  to 
address  on  behalf  of  Japanese  companies  the 
World  Congress  of  Urban  Growth  and  the 
Environment,  which  was  held  in  Hong  Kong  in 
November  1994. 

Asked  how  to  reduce  Japan's  trade  sur- 
pluses, he  answered,  "We  plan  to  do  things 
where  the  best  performance  is  expected.  This 
applies  to  all  phases  of  operations,  from  R&D 
to  procurement  of  parts  and  materials  to 
manufacturing.  We  will  limit  export  from 
Japan  to  those  highly  value-added  products 
that  can  only  be  manufactured  most  cost- 
efficiently  in  this  country.  We  want  to  secure 
global  competitive  advantage  while  serving 
the  best  interest  of  consumers  worldwide."  B 


Symbiosis:  ism 

Symbiosis  is  one  of  the  natural  world's  truly  beautiful 
systems.  In  reality,  this  principle  of  dynamic  natural  rela- 
tionships exists  not  only  among  plants  and  animals;  it  also 
applies  to  animals  and  humans,  humans  and  humans, 
companies  and  companies,  companies  and  the  environ- 
ment, humans  and  the  earth.  It  is  this  very  relationship, 
expressed  by  the  term  "Symbiosis:  ism", that  is  our  goal  for 
bringing  about  better  business  global  partnerships.  Through 
both  free  competition  and  harmony,  based  on  a  spirit  of 
mutual  benefit  and  trust,  Nippon  Steel  will  continue  to  make 
these  interactions  more  productive  and  fruitful  for  our  lives. 
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"Contribute  to  the  growth  and  development  of  the  economy  of 
the  host  country." 


MATSUSHITA 


Yoichi  Morishita 

Matsushita  Electric  Industrial  Co.,  Ltd. 
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o  contribute  to  the  growth  and 
development  of  the  economy 
of  the  host  country  is  the  idea 
whenever  we  establish  a  new 
base  in  a  foreign  country," 
declares  Yoichi  Morishita, 
President  of  Matsushita 
Electric  Industrial  Co.,  Ltd. 

"That  has  remained  unchanged  ever  since  our 
first  overseas  plant  was  established  in  Thailand  in 
1961,"  he  continues.  "We  don't  go  overseas  just  to 
rationalize  our  domestic  operations.  When  we  go, 
we  make  a  clear  statement  of  our  policy  on  what 

and  how  we 
will  do  it.  We 
want  to  create  a 
self-sufficient 
local  entity,  like 
an  independent 
company  in 
which  every- 
thing from 
R&D  to  manu- 
facturing to 
customer 
services  is 
fulfilled. 
Flexible  as  it  is, 
it  can  adjust 
itself  to  any 
changes  of  poli- 
cies and  regula- 
tions of  the  host 
country  that 
may  change 
over  the  course 
of  years. 

"As  the 
world  becomes 
increasingly 
borderless, 
there  are  coun- 
tries that  decide 
to  reduce  tariffs 
to  make 
imported  prod- 
ucts cheaper  than  those  locally  made.  Then,  we 
will  make  different  products  or  do  something 
new,"  he  adds. 

Currently  Matsushita  keeps  some  100,000  peo- 
ple working  outside  of  Japan  at  more  than  150  dif- 
ferent sites  worldwide:  plants,  offices  and  labs.  Its 
overseas  companies  account  for  18%  of  the  total 
production  and  49%  of  the  total  sales  of  $64.3  bil- 
lion in  fiscal  1993. 

President  Morishita  is  glad  that  the  population 
of  local  executive  staff  members  has  grown  sub- 
stantially over  the  years.  He  asserts,  "Local  man- 
agement is  entrusted  to  local  staff.  In  fact,  they  are 
doing  a  terrific  job." 
Matsushita  is  part  of  a  Chinese  government 


project  to  produce  video  recorders.  It  established 
a  plant  in  Dalian,  China.  "It  is  equipped  with  the 
most  up-to-date,  automated  production  lines  to 
produce  key  components  that  are  supplied  to 
ten  video  recorder  assembly  plants  across 
China.  We  brought  400  Chinese  workers  to  train 
in  Japan  for  months.  Then  we  sent  a  number  of 
engineers  from  Japan  to  ensure  a  smooth  launch 
for  the  operation.  We  did  everything  to  make 
the  plant  full-fledged,"  Morishita  says  with 
enthusiasm,  adding,  "Eventually,  imports  will 
be  replaced  by  domestically  produced  video 
recorders." 

This  is  part  of  the  global  plans  Matsushita 
has  been  pushing  since  even  before  the  yen 
became  stronger  than  expected.  Morishita  says, 
"What  we  must  do  now  is  to  take  a  hard  look 
again  at  what  we  do  in  each  place  and  take 
advantage  of  the  international  network  we 
already  have. 

"What  we  are  trying  to  do  is  to  make 
products  in  the  most  suitable  places.  We  may 
export  production  of  some  components  to 
overseas  plants  only  to  import  their  products 
back  to  Japan.  We  may  sliift  production  of  some 
products  from  Singapore  to,  say,  Indonesia  or 
China.  If  a  particular  country  wants  to  meet 
growing  domestic  demand  with  homemade 
products,  we  help.  If  another  country  wants  to 
earn  foreign  currency  by  increasing  exports, 
we  comply.  It  is  good  for  the  host  countries 
and  good  for  us,"  he  says. 

Does  that  mean  shrinkage  of  production  and 
loss  of  jobs  in  Japan?  "We  have  to  keep  creating 
new  business,  new  products  and  new  value 
through  R&D  to  provide  enough  jobs  in  our 
country,"  Morishita  maintains. 

On  R&D,  he  explains,  "One  rapidly  growing 
research  area  relates  to  what  we  call  AV&CC, 
which  stands  for  audio-visual  and  computer- 
communications.  Another  important  area  con- 
cerns appliances  and  products  for  living  and 
housing.  We  also  strengthen  research  efforts  in 
developing  networks  and  systems  such  as  infor- 
mation systems,  and  various  devices  of  which 
they  are  made." 

At  present,  Matsushita  has  more  than 
60  labs  within  and  outside  of  Japan 
that  are  staffed  by  some  27,000  scientists 
and  engineers. 

Matsushita's  plans  for  the  future  and  for 
globalization  are  based  upon  the  philosophy 
of  Konosuke  Matsushita,  the  founder  of  the 
company,  which  says  in  essence:  "Devote 
yourself  to  society  and  the  well-being  of  the 
people,  and  enhance  the  quality  of  life  through- 
out the  world." 

Visit  any  Matsushita  office  and  you  will 
find  a  reminder  of  his  ideal  posted  on 
the  wall:  Kyozon  Kyoei,  meaning  "Together 
We  Prosper."  Q 
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"How  the  U.S.  and  Japan  get  along  with  each  other  is  a  matter  off  great 
importance  to  the  world's  future— both  political  and  economic." 


inoru  Murofushi,  President  of 
ITOCHU  Corporation,  believes 
Japan  should  make  an  all-out 
effort  to  realize  a  more  equal 
partnership  with  the  U.S., 
sharing  burdens  in  a  spirit  of 
'Tax  Consortia." 

"Thanks  primarily  to  the  huge  U.S.  consumer 
market  and  the  full  U.S.  backing  of  Japan's 
postwar  economic  rehabilitation  program," 
notes  Murofushi,  'Japan  has  achieved 
phenomenal  economic  prosperity  in  these 
past  50  years. 

"Postwar  U.S. -Japan  ties  began  like  a 
father-son  relationship,  with  the  U.S. 
generously  helping  Japan  get  back  on  its  feet. 
But  the  times  have  changed  and  the  U.S.  no 
longer  can  afford  to  keep  accommodating 
Japan,  now  a  full-fledged  economic  super- 
power. Nor  can  the  U.S.  readily  exercise 
Tax  Americana'  on  its  own." 

A  leading  internationalist  in  the  Japanese 
business  world  with  more  than  a  dozen  years' 
stint  in  the  U.S.,  Murofushi  is  a  keen  observer 
of  the  evolution  of  U.S.-Japan  relations.  He 
likens  the  current  ties  to  a  relationship  between 
two  brothers,  with  the  U.S.  playing  the  part  of 
the  big  brother. 

Now  that  Japan  accounts  for  nearly  15%  of 
the  world's  GNP,  he  asserts,  Japan  should 
behave  like  a  more  "mature"  partner,  taking  on 
"a  good  part"  of  the  regional  responsibilities  in 
Asia  previously  shouldered  by  the  U.S. 

Despite  Japan's  current  political  instability, 
Murofushi  is  confident  Japanese  leaders  are 
well  aware  of  the  importance  of  this  new 
international  role  for  Japan. 

Murofushi  says  the  Japanese  economy  is 
still  hard-hit  by  the  high  value  of  the  yen, 
noting  the  phenomenon  is  "a  message  from 
the  international  community  that  Japan 
hasn't  done  enough  to  contribute  to  the 
world  economy." 

But  the  president  of  the  $160  billion 
company,  which  has  nearly  800  subsidiaries 
and  associated  companies  worldwide  in  such 
areas  as  general  trading,  raw  materials 
development,  multimedia  and  finance,  does 
not  believe  Japan  should  curb  its  exports  to 
check  its  huge  foreign  currency  reserves. 

"Instead,"  says  Murofushi,  'Japan  should 
make  every  effort  to  open  its  market  to  dras- 
tically increase  imports,  and  enforce  more 
daring  deregulatory  measures  to  stimulate 
domestic  consumption." 

Murofushi  describes  these  steps  as  natural 
responsibilities  thrust  on  an  economic  super- 
power and  a  reliable  partner. 

Calling  U.S.-Japan  ties  Japan's  "most 
important  bilateral  relationship,"  Murofushi 
urges  Japanese  leaders  to  act  in  a  spirit  of 


"Pax  Consortia,"  joining  hands  with  the  U.S. 
to  help  accelerate  development  in  the  Asia- 
Pacific  region. 

Explaining  the  business  strategy  of  ITOCHU, 
which  under  his  leadership  is  steadily  trans- 
forming itself  from  Japan's  leading  general 
trading  firm  into  an  integrated  global 
corporation,  Murofushi  attaches  particular 
importance  to  the  Asia-Pacific  region — 
including  China  and  ASEAN  (Association  of 
Southeast  Asian  Nations) — the  world's  most 
dynamic  growth  center. 

"The  whole  world  is  attracted  to  this 
region,"  comments 
Murofushi.  "We  are 
working  with  U.S.  and 
European  firms  to  help 
this  region's  growth,  not 
just  as  a  go-between,  but 
as  a  risk-sharing  partner." 

Murofushi  believes 
solid  U.S.-Japan  ties  are 
critical  to  this  region's — 
and  eventually  the 
world's — future.  "With 
the  U.S.  and  Japan 
combined  generating 
40%  of  the  world's  GNP, 
how  the  U.S.  and  Japan 
get  along  with  each 
other  is  a  matter  of  great 
importance  to  the  world's 
future — both  political 
and  economic." 

All  the  more  reason,  he 
says,  for  a  better  dialogue 
between  the  two  nations, 
pointing  out  that  Japan 
must  adopt  effective 
measures  to  secure  a 
steady  flow  of  policy- 
related  and  general 
information  to  the  U.S. 

Referring  to  the  tradi- 
tional Japanese  way  of 
communicating  through 
"indirection,"  Murofushi 
observes  that  Japan  has 
"somewhat  naively  assumed  the  U.S.  would 
understand  us  because  we  are  allies,"  even  if 
Japan  didn't  speak  up. 

He  believes  the  Japanese  government 
should  commit  itself  to  promoting  a  real 
U.S.-Japan  dialogue  on  all  levels — for 
instance,  by  stepping  up  various  ex- 
change programs. 

"Half  a  century  has  already  elapsed 
since  the  end  of  the  war,"  says 
Murofushi,  who  was  12  when  the  war 
ended.  "But  if  s  never  too  late  to  start 
a  real  dialogue."  Q 


Minoru  Murofushi 

ITOCHU  Corporation 
• 
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SUPERHIGHWAY 
SUPERCOMPUTERS 

CDs 

LCDs 

ELECTRIC  SHAVERS 

BULLET  TRAINS 

MULTIFACETED 

MULTIMEDIA 

ULTRAVISIOIM 

VISION 

HITACHI 


^oull  find  us  in  the  home,  at  the  office  and  the  shopping  mall,  ^ere  in  hospitals,  Ql  construction 
sites,  even  in  your  local  hardware  store  'Hie  fact  is,  Hitachi  makes  thousands  of  different  products  - 
from  power  tools  to  power  plants  -for  countless  industries.  Sfind  every  day,  new  products  are  being 
developed,  designed,  manufactured  and  serviced  by  Hitachi  group  companies  around  the  world 
(67  in  ^orlh  America  alone).  <5o  you  see,  there  s  more  to  the  picture  than  meets  the  eye. 
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"Only  history  proves  what  is  right  or  wrong. 
You  have  to  be  a  part  of  it." 


HOTEL 
NEWOTANI 


Kazuhiko  Otani 

The  New  Otani  Co.,  Ltd 
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Few  Japanese  have  met  with  so 
many  state  guests,  dignitaries, 
celebrities  and  VIPs  from  overseas 
as  Kazuhiko  Otani,  President, 
CEO  and  General  Manager  of 
The  New  Otani  Co.,  Ltd.  since 
his  hotel  in  Tokyo  was  selected  as 
the  main  venue  for  the  past  three  Tokyo 
Summit  Meetings  in  1977, 1986  and  1993. 
Also,  he  welcomed  kings,  queens,  presidents 
and  prime  ministers  from  all  over  the  world 
on  the  occasions  of  the  Showa  Emperor's 

funeral  in  1989  and  the 
Heisei  Emperor's 
enthronement  ceremony 
the  following  year. 

"For  such  important 
guests,  everything  counts: 
location  and  surroundings, 
security  and  luxury, 
facilities  and  amenities, 
foods  and  services. 
Every  element  has  to  be 
100%  perfect,"  he  says. 
"In  addition,  there  is 
something  that  never 
can  be  bought  with 
money:  the  sense  of 
hospitality  that  only 
tradition  nurtures, 
for  instance." 

The  location  of  the 
Hotel  New  Otani  Tokyo 
undoubtedly  is  an 
invaluable  asset,  too, 
since  "it  is  where  the 
Tokugawa  Shogun's 
Guard  Division  was 
garrisoned  through 
three  centuries  of  the 
15-generation  Shogunate," 
says  Otani.  "Close  to 
Edo  Castle,  now  the 
Imperial  Palace,  the  place 
was  chosen  for  the 
Shogun's  most  trusted 
and  loyal  retainers 
because  it  was  the  most 
strategic  point  in  terms  of  defense  and  traffic." 

From  the  window  of  an  elegant  suite  of 
the  hotel,  Boris  Yeltsin  must  have  seen  the 
best  part  of  Tokyo:  a  wide  expanse  of 
dense  greenery  that  surrounds  the  State 
Guest  House,  and  residences  of  the 
Crown  Prince  and  other  members  of  the  royal 
family.  Seen  beyond  the  forest  is  a 
concentration  of  futuristic-looking 
skyscrapers  in  the  vast  sea  of  the  city  of 
Tokyo.  To  the  left,  he  might  have  seen 
Mt.  Fuji  in  the  bright  rays  of  the  rising  sun. 
The  occasion  was  the  third  Tokyo  Summit 


held  in  July  1994. 

The  New  Otani  president  is  concerned 
about  the  trade  tensions  between  Japan 
and  the  U.S.  "I'm  afraid  negotiators  try  to 
find  short-term  solutions  for  long-term 
problems,"  he  says.  "The  issues  discussed  in 
the  trade  talks  have  their  roots  in  culture  or 
history.  We  have  to  realize  that  we  have 
different  cultures  and  histories,  and 
appreciate  the  differences  since  what  the 
U.S.  wants  from  Japan  is  what  it  lacks  and 
vice  versa.  Japan  can  contribute  to  the  U.S. 
only  because  it  is  different." 

He  cites  his  own  case:  "In  1992  we  signed 
a  marketing  agreement  with  Marriott 
Corporation,  under  which  we  would 
exchange  employees.  Most  Americans  in 
this  program  would  want  to  go  home  in 
the  first  three  months  or  so,  but  once  they 
survive  this  period  by  becoming  familiar 
with  Japanese  culture  and  customs,  they'd 
want  to  stay  longer  than  the  assigned  term. 
You  have  to  live  a  culture  to  appreciate  it. 
And  it  takes  time  to  really  enjoy  a 
different  culture." 

He  suggests  that  trade  negotiators  or 
anyone  at  the  Japan-U.S.  crossroads  think 
in  a  time  frame  of  at  least  50  years.  He 
explains  in  a  historical  perspective,  "The 
designers  of  the  city  of  Edo  (now  Tokyo), 
the  Edo  Castle  and  lords'  mansions  were 
looking  centuries  ahead.  We  still  are 
indebted  to  them  for  the  prosperity  of 
Tokyo  today. 

"A  similar  time  framework  was  applied 
to  designing  Hotel  New  Otani  Tokyo," 
he  points  out.  "It  fully  embodies  the 
innovative  concept  of  a  next-century  hotel 
with  business,  shopping,  dining,  meeting 
and  health  facilities  all  integrated  harmoniously 
in  one  place  along  with  the  refined  hospitality 
of  a  grand  hotel." 

Indeed,  his  hotel  complex  looks  like  a 
self-sufficient  city  with  its  park  and 
art  museum,  rather  than  a  place  where 
travelers  stay  overnight.  As  the  "mayor" 
of  this  ultra-modern  city,  he  pays  a  great 
deal  of  attention  to  saving  energy,  water 
and  electricity,  and  also  to  waste  disposal, 
which  in  turn,  he  hopes,  contributes 
to  the  bottom  line. 

He  had  the  Garden  Court,  the  latest 
addition  to  the  complex,  designed  with 
environmental  effects  in  mind:  it  is 
equipped  with  a  water  recycling  system — 
recycled  for  public  lavatories  within  the 
hotel — and  gas- turbine  electricity  generators 
whose  heat  is  used  for  hot  water  and  air 
conditioning.  He  remarks,  "Only  history 
proves  what  is  right  or  wrong.  You  have  to 
be  a  part  of  it."  Q 


Two  symbols  for 
success  in  Japan. 

The  symbol  for  success  in  Japan  can  be  illustrated  with  the 
stroke  of  a  brush  or  written  out  in  one  word  —  Amway. 


"^  Amway  Japan  Limited  is  one  of  the  largest  direct  selling  companies  in  Japan, 
and  announces  a  record  performance  for  fiscal  1994. 

"^  Net  sales  far  exceeded  original  projections,  rising  21.2%,  to  a  record 
*  $1.6  billion. 

^  Net  income  jumped  30%,  to  $205  million,  the  highest  ever  in  Amway 
Japans  15  years  of  operations. 

"%  Amway  Japan  Limited  was  the  first  Japanese  OTC  to  list  its  American 

Depositary  Receipts  on  the  New  York  Stock  Exchange  (ticker  symbol:  AJL). 


Amway  Japan  Limited 

Growing  by  performance. 

Net  sales  and  net  income  converted  from  Yen  to  $U.S.  using  8-31-94  exchange  rate. 

'Trademark  of  Amway  Corp  .  Ada.  MI  : 
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"From  my  own  sales  experiences  in  Japan  and  the  U.S.,  I  would  say  the  American 
market  is  at  least  ten  times  less  difficult." 


Hiromi  Gunji 

Brother  International  Corporation 
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Hiromi  Gunji,  Chairman,  CEO  and 
President  of  Brother  International 
Corporation  (BIC)  of  Somerset,  N.J., 
may  be  one  of  America's  most 
active  top  businessmen,  spending 
nearly  six  months  a  year  outside  his 
office  to  visit  dealers  and  retailers 
across  the  Americas. 

"I  introduce  myself  as  a  salesman  and  ask  all 
kinds  of  market-related  questions,"  explains 
Gunji.  "This  has  enabled  me  to  get  a  feel  for 
what  the  market  really  wants.  Meanwhile,  our 
clients  seem  to  get  a  kick  out  of  meeting  someone 

like  me  looking 
for  a  chance  to 
get  a  dialogue 
going.  They 
teach  me  a  lot 
about  product 
development." 

Gunji  calls 
such  a  dialogue 
"perhaps  the 
biggest  single 
factor"  that  has 
contributed  to 
his  company's 
steady  growth. 
Its  annual  sales 
have  increased 
from  $200 
million  when 
he  took  over  as 
Chairman,  CEO 
and  President 
in  1986  to 
more  than 
$800  million  in 
1994— its  40th 
anniversary 
year. 

Once  only 
the  U.S.  sales 
branch  of 
Brother 
Industries,  Ltd., 
Japan's  leading  sewing  machine  maker,  BIC 
today  is  a  fast-growing  American  office 
equipment  distributor  and  manufacturer 
with  overseas  branches  in  Canada,  Mexico 
and  Brazil.  A  majority  of  its  total  work  force  of 
1,400  is  in  the  U.S. 

Explaining  the  business  ethos  that  has  led 
his  firm  to  success,  Gunji  says:  "Many  people 
rank  people,  money  and  products — in  this 
order — as  the  three  key  ingredients  of  a  success. 
"But  I  don't  quite  agree.  Products  have  always 
been  our  most  important  ingredient,  because  we 
are  a  small  corporation  with  limited  human  and 
monetary  resources,  which  we  have  had  to  invest 
on  a  single  product  at  a  time. 


"And,  when  top  management  had  to  decide 
on  which  new  product  to  concentrate,  my 
experience  in  talking  to  our  clients  on  the  grass- 
roots level  has  helped  tremendously." 

BIC's  "single-product"  strategy  has  produced 
impressive  sales  results,  especially  in  the  last 
four  years — up  24%  in  1991  (word  processors), 
33%  in  1992  (electronic  labelers),  20%  in  1993 
(facsimile),  and  35%  in  1994  (printers).  In  1995, 
BIC  will  feature  keyboards. 

Encouraged  by  his  firm's  strong  performance, 
Gunji  now  projects  BIC  will  gross  $1.5  billion 
by  the  end  of  1999 — $700  million  more  than  he 
did  last  year. 

Gunji,  who  served  as  a  computer  peripherals 
salesman  in  Japan  for  nearly  a  decade  prior  to 
coming  to  the  U.S.  in  1984,  reflects  on  his  ten- 
year  U.S.  stint  as  a  "most  rewarding  and 
invigorating"  experience. 

"I  may  have  been  in  the  dark  and  may  still 
be  touching  only  a  leg  of  the  elephant,"  says 
Gunji  as  he  figuratively  sizes  up  the  scope  of 
his  knowledge  and  experience  in  the  U.S. 
"In  these  ten  years,  however,  I  have  always 
felt  great  about  doing  business  in  this  country. 

"I  have  felt  a  strong  sense  of  security  that, 
as  long  as  we  do  the  right  thing,  we  will  not 
be  tramped  down  by  the  animal  even  though 
we  can  hardly  see  it.  From  my  own  sales 
experiences  both  in  Japan  and  the  U.S.,  I  would 
say  the  American  market  is  at  least  ten  times 
less  difficult,  with  the  retailers  and  consumers 
responding  far  more  readily  to  products  that 
are  good  both  in  price  and  quality." 

Gunji  says  penetrating  Japan's  intricate 
distribution  network  is  a  "precarious  task" 
even  for  a  Japanese  salesman,  primarily 
because  of  the  importance  attached 
traditionally  to  delicate  Japanese 
human  relationships. 

"When  you  are  new  in  the  market," 
explains  Gunji,  "it  may  sometimes  be 
years  before  the  retailer  allows  you  to  put 
your  product  on  the  display  shelf,  and  also 
acceptance  often  does  not  guarantee 
automatic  sales,  because  of  pressure  from 
long-time  suppliers.  I'm  afraid  such  a  system 
seriously  handicaps  foreign  products." 

Gunji  says  he  has  especially  been  heartened 
by  a  judgment  rendered  by  the  Court  of 
International  Trade  (CIT)  in  1993  in  favor  of 
BIC  for  its  dumping  claim  against  foreign 
imports,  pointing  out  that  the  judgment 
reflected  "the  American  sense  of  fairness 
and  justice." 

"We  filed  the  suit  as  an  American  corpo- 
ration and  the  court  fully  supported  our 
position,"  comments  Gunji.  "This  means  that 
40  years  after  coming  to  the  U.S.  from  Nagoya, 
Japan,  we  have  finally  been  accepted  as  an 
American  company."  Q 


Despite  traction  COntroi    To  its  abundance  of 
Bnd  ABS  braking,  it  traditional  luxuries, 

SiipS  irrevocably  tO  the      the  Diamante  LS 

automotive  forefront       adds  an  avajlable 

TCL'  Traction/Trace  Control 
System*  and  standard  ABS 
brakes  -  safety  considerations 
which  help  assure  a  serene, 
unruffled,  predictable  ride. 
Remote  audio  controls 
on  the  leather  wrap  steering 
wheel;  windshield  wipers 
whose  pace  can  adjust  to 
vehicle  speed;  a  compre- 


hensive security  system  that 
activates  automatically  when 
doors  are  locked.  These,  too, 
are  luxuries  beyond  tradition, 
and  niceties  you  will  inevitably 
come  to  call  necessities. 

The  Diamante  LS.  Filled 
with  new  automotive  thinking. 
Squarely  in  the  front  rank  of 
luxury  performance  sedans. 
Call  1-800-55MITSU  for  your 
nearest  dealer. 

^MITSUBISHI 

!"«"  The  New  Thinking  in  Automobiles 
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*TCL™  Traction/Trace  Control  System  is  optional  on  the  Diamante  LS. 


PRINCE     HOTELS     INTERNATIONAL     DESTINATIONS:     TOKYO     PRINCE     HOTEL,     TOKYO, 


Think  Of  It  As 

AWe//-Oi/ed 
business  ^sAachine. 


At  the  Akasaka  Prince  Hotel  in  Tokyo,  making  your 
business  trip  as  productive  as  possible  is  our  business. 

That's  why  we've  equipped  ourselves  with  the  follow- 
ing executive  necessities:  two-hour  laundry  and  pressing, 
restaurants  specializing  in  quick  business  breakfasts,  a  map 
companion  service  that  gets  you  anywhere  in  the  city,  a 
high-tech  business  center,  message  forwarding  and  more. 
Of  course,  with  luxuries  like  spacious  rooms,  spectacular 
views,  24 -hour  room  service,  and  immediate  access  to  four  of  the 
city's  main  subway  lines,  your  stay  will  be  quite  pleasant  as  well. 

For  reservations,  call  Sterling  International  Reserva- 
tion Service  at  800-637-7200  or  Prince  Hotels  at  800-542-8686. 

Akasaka  ®  prince  HOTEL 

TOKYO 
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ADVERTISEMENT 

Akasaka  Prince  Hotel,  Tokyo: 
Where  America's  Business  Leaders 
Stay  In  Japan  When  Productivity 
And  Success  Are  Important 

Economic  conditions,  currency 
exchange  rates  and  many  other  things 
change  on  a  daily  basis  here  in  Japan. 

At  the  761-room  Akasaka  Prince 
Hotel  in  Tokyo,  one  thing  never 
changes.  That  is  our  steadfast 
commitment  to  provide  the  best  possible 
service  to  the  many  American  business 
leaders  who  stay  with  us. 

Akasaka  Prince  Hotel,  located  in  cen- 
tral Tokyo  adjacent  to  the  Imperial 
Palace,  has  the  right  services  and  facili- 
ties to  help  international  corporate  exec- 
utives enjoy  productive  and  successful 
business  trips  to  Japan.  Some  of  our  spe- 
cial amenities  for  business  leaders 
include  our  13  restaurants  and  lounges, 
high  technology  business  center, 
spacious  rooms  with  large  work  spaces 
and  large  windows,  express  buffet 
breakfasts,  24-hour  room  service, 
message  forwarding  and  much,  much 
more. 

We  also  feature  a  variety  of  unique 
suites.  Executive  suites  have  a  separate 
living  room,  dining  and  entertaining 
facilities,  two  baths  and  a  separate  bed- 
room. Our  popular  business  suite  has 
extra  large  work  areas  and  many  other 
special  amenities. 

Akasaka  Prince  Hotel  is  a  member  of 
Japan's  most  prestigious  hotel  family, 
Prince  Hotels.  Each  of  our  82  properties 
has  a  tradition  of  looking  after  all  the 
details  that  help  travelers  achieve  high 
levels  of  comfort  and  productivity. 

We're  also  mindful  that  business  trav- 
elers need  relaxation  away  from  work. 
We  own  or  manage  resorts  in  Hawaii, 
Alaska,  Kyoto,  Australia  and 
throughout  Japan.  So,  when 
replenishment  of  the  mind,  body  and 
soul  is  due,  please  call  us. 

Within  the  past  two  years,  Akasaka 
Prince  Hotel  has  responded  quickly  to 
offset  the  impact  the  strengthening  yen 
has  had  on  travel  costs  for  our  American 
guests. 

We've  introduced  several  helpful  pro- 
grams. 

One  of  our  most  popular  programs  is 
Prince  Club  International  (PCI),  a 
frequent  guest  club  that  offers  reduced 
room  rates,  free  breakfast,  extended 
check-out  and  other  benefits. 

Looking  to  the  future,  we  are  sure 
more  changes  and  many  new  challenges 
lie  ahead.  We  are  also  certain  that  our 
Akasaka  Prince  Hotel  will  remain  com- 
pletely committed  to  our  primary 
mission  of  serving  the  varied  wants  and 
needs  of  American  business  travelers. 
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"Daiwa  is  well -positioned  to  respond  to  the  opportunity  presented  by  increasing 
global  credit  demand." 


// 


s  the  entire  world  is 
becoming  capitalist,  the 
demand  for  capital  is 
expanding  to  such  an  extent 
^      that  there  will  be  a  global 
m  ^     capital  shortage,"  says 

J^  Koichi  Kimura,  Deputy 
President  of  Daiwa  Securities  Co.  Ltd., 
one  of  the  "Big  Four"  securities  firms 
in  Japan. 

Asia  is  booming,  the  U.S.  economy  is 
becoming  robust,  Latin  America  is  picking  up, 
and  European  economies  are  on  their  way  to 
recovery.  This  synchronized  world  economic 
recovery  has  created  a  fierce  bidding  for  capital, 
badly  needed  for  building  infrastructure  and 
financing  countries'  deficits,  and,  of  course,  for 
business  investment. 

"Daiwa  is  well-positioned  to  respond  to 
the  opportunity  presented  by  global  credit 
demand,"  asserts  Kimura,  "because,  as  a  major 
global  securities  house  with  vast  international 
network  operations,  Daiwa  has  the  means, 
expertise  and  experience  to  arrange  funds 
around  the  globe  with  7apan  Money'  as 
a  principal  resource." 

Japan  leads  the  world  in  thriftiness  with 
behemoth  savings  and  a  huge  surplus  in  its 
current  account  balance.  Most  important, 
out  of  Japan's  total  S10  trillion  personal 
financial  assets,  securities  account  for  only 
14%  compared  to  32%  in  the  U.S. 

Japanese  savers  have  been  conservative, 
stashing  away  nearly  60%  of  their  money  in 
savings  accounts  which  enjoyed  relatively  high 
yields  in  the  past,"  Kimura  says.  "But,  with 
lowered  interest  rates,  a  flat  economic  growth 
and  a  bearish  Tokyo  stock  market,  Japanese 
investment  will  become  more  diversified  and 
inevitably  more  international. 

"The  only  way  for  the  yen  to  yield  higher 
returns  is  to  seek  investment  overseas," 
observes  Kimura. 

"Compared  with  Europe,  Japan  has  lagged 
far  behind  in  international  investment;  its 
effort  to  recycle  its  surplus  and  savings  has 
not  been  sufficient.  That  will,  however,  change 
due  to  the  sharp  rise  in  the  value  of  the  yen," 
says  Kimura. 

"The  higher  yen  has  hit  the  Japanese 
manufacturing  sector  very  hard.  But  for 
Japanese  overseas  investment,  it  is  in  a  way 
a  blessing  in  disguise,"  Kimura  explains, 
"for  it  has  increased  the  value  of  Japanese 
financial  assets  and  strengthened  Japan's 
capital  power." 

All  this  combined,  Kimura  asserts,  means 
the  Japanese  market  is  still  underdeveloped 
and  has  great  potential.  "The  question  then  is 
how  to  engineer  attractive  financial  products 
for  investors." 


Daiwa's  clients  are,  of  course,  not  limited 
to  Japanese  investors.  "Our  ambition  is  to 
become  a  truly  global  supplier  of  financial 
products  to  all  investors,"  says  Kimura, 
adding  that  for  Daiwa's  business  strategy, 
currently  one  of  the  most  important  areas  is 
the  Asian  region. 

"New  institutional  investors  in  countries 
like  South  Korea,  Malaysia,  Taiwan  and 
Singapore  are  our  important  customers, 
too.  We're  trying  to  help  raise  Asia's  profile 
in  the  world  capital  markets.  We  supply  funds 
to  Asia  and,  at  the  same 
time,  offer  financial 
services  to  Asian  investors 
in  the  areas  of  global 
investment  and  securities 
trading,"  Kimura  says. 

With  its  expertise  in 
bond  transactions,  Daiwa 
has  lead-managed  the 
Dragon  bond  issue  by  the 
Asian  Development  Bank, 
and  set  up  the  Thai  Capital 
Fund,  the  Singapore  Fund 
and  many  other  funds. 
It  gave  advice  and  made 
proposals  to  the 
governments  of  China 
and  Vietnam  on  ways 
to  establish  securities 
markets  and  introduce 
market  economies. 
Daiwa  also  has  made 
inroads  into  Asia  by 
establishing  joint 
capital  ventures  with 
local  partners  in 
China,  Taiwan,  South 
Korea  and  many  other 
Asian  nations. 

Kimura  has  spent  nearly 
two  decades  in  London, 
Geneva  and  Amsterdam 
as  an  international 
investment  banker. 
There  is  no  doubt  that 
his  international 

experience  enhances  Daiwa's  commitment 
and  resolve  to  remain  competitive  as 
a  leading  player  in  the  world  capital  markets. 
To  be  successful  in  international  markets, 
he  is  convinced  that  establishing  close 
relations  with  investors  and  achieving  their 
utmost  satisfaction  are  vitally  important. 
He  says,  "We  listen  carefully  to  what  our 
customers  have  to  say,  and  design  and 
develop  products  to  their  satisfaction." 

He  adds,  'Today  with  the  globalization  of 
capital,  being  one  of  the  'Big  Four'  in  Tokyo  is 
not  good  enough  for  Daiwa."  Q 


DAIWA 

SECURITIES 


Koichi  Kimura 

Daiwa  Securities  Co.  Ltd. 
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John  Rooney  collects  baseball  cards, 
comic  books,  you  name  it.  But  recently, 
John  and  his  classmates  pulled  together 
to  collect  more  old  cans  and  bottles  than 
any  other  class  in  school.  There's  no  prize 
for  winning,  yet  John's  class  is  committed 
o  recycling  as  much  as  they  can.  Because 
hey  know  that  together,  they  can  help 
:hange  the  world.  For  themselves.  And 
for  future  generations. 

At  Canon  we  believe  that  such  dreams 
an  become  a  reality.  That's  why  we  have 


Facsimiles  and  Printers.  As  a  part  of 
this  campaign,  we've  pledged  one  dollar 
for  every  cartridge  returned  to  us,  to 
help  a  variety  of  national  environmental 
foundations. 

From  the  development  of  solar 
energy  panels  to  cleaner  manufacturing 
processes,  we've  placed  a  premium 
/^      _^\      on  environmentally 
9yrTfl^      correct  programs 


EPA    POLLUTION  PREVENTER 


throughout  our  business  operations.  The 
best  evidence  is  the  number  of  Canon 


It  means  pulling  together. 


a  corporate  commitment  to  global 
mvironmental  concerns.  A  part  of  this 
:ommitment  is  our  worldwide  cartridge 
recycling  program,  The 
Clean  Earth  Campaign. 
It  has  been  designed  to 
reduce  overall  landfill 
waste  and  preserve  natural  resources  by 
•ecycling  cartridges  from  Canon  Copiers, 


The  Clean 
Earth  Campaign 


products  that  reduce  power  consumption, 
earning  the  *  Energy  Star™  designation 
from  the  Environmental  Protection  Agency 
for  energy  efficiency.  Because  we  know 
that  caring  for  our  planet  is  a  responsibility 
we  all  need  to  take.  Making  the  world 
a  better  place  for  all  of  us  won't  happen 
overnight.  Unless  we  have  a  goal. 
Unless  we  pull  together. 


o^u. 


'\ 


^11 1-800-6"U-4321  to  enter  the  United  Nations  Environment  Programme  (UNEP) 
nternational  Photographic  Competition  on  the  Environment  1994-1995. 

1  The  Energy  Star  emblem  does  not  represent  EPA  endorsement  of  any  product  or  service. 


Canon 
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"The  mind-set  makes  a  difference  in  safety  records  as  well  as 
passenger  services." 


ALL  NIPPON 
AIRWAYS 


Seiji  Fukatsu 

All  Nippon  Airways  Co.,  Ltd 
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Why  are  airline  profits 
squeezed  when  the  number 
of  people  traveling  each 
year  continues  to  grow  at 
an  unprecedented  rate?  An 
estimated  12  million 
Japanese  traveled  abroad  in 
1994,  representing  an  increase  of  1.2%  over  the 
previous  year. 

"An  oversupply  of  airline  seats  has 
contributed  to  increased  price  sensitivity  among 
customers,"  answers  Seiji  Fukatsu,  President 
and  CEO  of  All  Nippon 
Airways  Co.,  Ltd.  (ANA). 
However,  in  contrast  to 
the  rising  number  of  out- 
bound travelers  from 
Japan,  the  growth  rate  in 
the  number  of  passengers 
traveling  within  Japan  has 
been  declining  for  the  last 
four  years  due  to  a 
prolonged  downturn  of 
^k  the  economy.  As  a  result, 

\  ANA,  Japan's  leading 

J  airline,  which  accounts  for 

more  than  50%  of  domes- 
tic passenger  service, 
recorded  a  net  loss  of  $28 
million  in  fiscal  1994,  its 
first  loss  in  27  years. 

'To  respond  to  the  situ- 
ation, we  are  eliminating 
1,500  employees  over  the 
next  two  years,  largely 
through  attrition  and 
reduced  hiring,  and  reduc- 
ing unprofitable  routes. 
But  the  best  answers  we 
provide  are,  I  believe,  to 
upgrade  passenger 
services  and  increase 
cooperation  with  other 
airlines,"  ANA  President 
Fukatsu  says. 

His  strategy  calls  for 
an  expansion  of  the 
company's  international 
activities  since,  for  one  thing,  increasingly  more 
Japanese  are  expected  to  travel  abroad  while  the 
domestic  business  levels  off.  Among  the  steps 
taken  recently  is  the  introduction  of  a  joint  glob- 
al mileage  service  plan  with  Austrian  Airlines, 
British  Airways,  Cathay  Pacific,  Malaysia 
Airlines,  Singapore  Airlines  and  Swissair.  ANA 
has  also  reached  agreements  to  pursue  joint 
cooperation  in  marketing  and  other  areas  with 
Delta  Air  Lines  and  Air  Canada. 

As  part  of  its  efforts  to  provide  greater 
comfort  to  passengers,  ANA  introduced  a  wider 
seat-pitch  of  50  inches  in  its  international 


business  class.  And  positive  results  are 
emerging.  In  the  six  months  from  April  to 
September  1994,  ANA  climbed  back  into  the 
black  with  a  modest  $8  million  net  profit. 

But  what  about  safety,  when  profits  are 
diminished  and  competition  in  passenger 
services  becomes  fiercer?  President  Fukatsu 
declares,  "We  place  priority  on,  above  all,  safety. 
We  have  had  no  accidents  in  the  past  22  years." 
In  fact,  ANA  was  named  as  one  of  the  world's 
safest  airlines  in  a  report  compiled  by  the 
International  Airline  Passenger  Association  in 
September  1993. 

How  does  ANA  maintain  such  an  enviable 
safety  record?  Fukatsu  answers,  "It's  a  matter 
of  mind-set.  Yes,  rules  are  important. 
But  unless  you  do  more  than  what  is  stated 
in  the  rules  and  understand  what  those  rules 
are  for  in  the  first  place,  something  you  don't 
want  to  happen  may  happen.  The  mind-set 
makes  a  difference  in  safety  records  as  well  as 
passenger  services." 

ANA  is  the  world's  seventh-largest  airline  in 
number  of  passengers  carried,  with  the  largest 
Boeing  767  fleet.  It  flies  to  19  destinations 
outside  Japan:  Los  Angeles,  New  York, 
Washington,  D.C.,  and  major  cities  in  Europe, 
China  and  Southeast  Asia  with  a  seat-occupancy 
rate  that  well  exceeds  the  industry's  average. 
Nevertheless,  Fukatsu  believes  he  has  many 
more  tasks  to  fulfill  before  he  makes  his  airline 
the  "First  Choice." 

He  points  out  that  international  routes  and 
the  number  of  international  flights  have  not 
yet  been  fully  deregulated  to  allow  free  competi- 
tion. "The  airline  industry  is  bound 
by  various  agreements  in  favor  of  a  limited 
number  of  old  hands,"  he  says.  "Japanese 
airlines  altogether  account  for  less  than  one- 
third  of  available  seats  on  flights  to  and  from 
Japan.  ANA  has  less  than  5%.  This  represents 
a  large  trade  imbalance  when  there  are  three 
times  more  Japanese  going  abroad  than  there 
are  incoming  foreigners." 

In  the  face  of  challenges  coming  from  the 
soaring  yen  that  work  against  cost-cutting 
efforts,  and  the  formidable  competition  being 
staged  particularly  by  Asian  airlines,  Fukatsu  is 
determined  to  raise  the  productivity  of  both 
workers  and  resources — aircraft  in  particular. 

Here,  too,  the  ANA  president  has  to  make 
himself  a  fighter.  He  maintains,  "An  aircraft 
with  a  U.S.  airline  flies  for  an  average  of  approx- 
imately 5,000  hours  a  year,  compared  to  around 
3,000  hours  in  Japan  because  of  limited  airport 
opening  times. 

"The  Japanese  airline  industry  has  outgrown 
the  laws  and  regulations  that  were  proclaimed 
decades  ago."  With  customers  on  his  side, 
Fukatsu  is  taking  a  broad-based  position  of  lead- 
ership in  the  industry.  Q 


September  1,  1923,  was  a  red-letter  day  for 
Tokyo's  Imperial  Hotel.  For  the  first  time  in 
more  than  30  years,  we  were  to  open  a  bold 

new  building — one  designed  by  none  other  than  Frank 

Lloyd  Wright. 

Guests  came  from  far  and  wide.  The  ceremonies  were 

suitably  grand.  And  then,  in  mid-celebration,  the  Great 

Kanto  Earthquake  struck. 

Tokyo  was  leveled  in  an  instant.  All  around  the  hotel, 

fires  raged.  Cracks  appeared 

in  our  majestic  new  wings. 

Leaks  sprang.  Our  floors  rose 

and  fell  like  a  storm  at  sea. 

But     the     building 

stood  its  ground. 

Within    hours,   The 

Imperial  was  overrun.      * 


Through  the  desert  of  ashes  '•■'came  a  steady  stream  of 
refugees,  displaced  reporters  and  embassy  staff.  As 
always,  we  showed  them  to  their  rooms.  When  we  ran 
out  of  rooms,  we  put  them  in  the  Grill.  When  we  ran  out 
of  food,  we  served  brown  rice  gruel.  We  aimed  to 
comfort — even  though  we  had  no  water,  no  lights,  no 
heat,  no  phones. 

We  also  had  no  complaints.  When  at  last  communica- 
tions were  restored,  a  cablegram  reached  the 
architect  in  California:  "HOTEL  STANDS  UN- 
DAMAGED AS  MONUMENT  TO  YOUR  GENIUS. 


HUNDREDS  OF  HOMELESS 
ASSISTED  BY  PERFECTLY 
MAINTAINED  SERVICE. 
CONGRATULATIONS. " 

We've  lived  up  to  expectations 
ever  since.  Today,  The  Imperial 
is  still  the  premier  hotel  in  Tokyo  and  one  of  the 
grandest  in  Asia.  Over  the  years,  we've  evolved 
into  an  even  more  imposing  complex  with  1,059 
rooms,  incomparable  business  and  dining  facilities — 
and  a  tradition  of  hospitality  that  is 
nothing  short  of  legendary. 
Granted,  the  hotel  is  no  longer  the 
only  one  standing  in  central  Tokyo. 
But  judging  by  all  the  VIPs,  execu- 
tives and  citizens  we  welcome  every 
day,  it's  still  the  place  to  be. 


■  -  ■     -i  ROOD 
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IMPERIAL    HOTEL 

TOKYO 


cTh^leadin^Hotels 


For  information,  contact  The  Imperial  Hotel  Tokyo  Overseas  Sales  Office:  London  Tel:  (71)355-1775;  New  York  Tel:  (212)692-9001;  Lcs  Angeles  Tel:  (213)627-6214.  For 
reservations,  contact  The  Imperial  Hotel  Tokyo  Tel:  (03)3504- 1 1 1 1 ,  or  contact  your  nearest  travel  agent,  or  any  Japan  Airlines  office.  For  reservations  at  the  Bali  Imperial  Hotel 
resort  on  Legem  Beach,  Bali,  Indonesia,  contact:  Tel.  (62)361-754545. 


It's  not  enough  to 
cover  the  globe, 
you  also  need 
depth. 


Global  Focus 

You'll  find  Yamaichi  not  only  in  New  York,  London  and  Tokyo, 
but  in  nearly  every  business  capital  in  between.  And,  we've  staffed 
our  offices  with  the  expertise  to  provide  insightful  answers  in  the 
market  that  matters  to  you  most,  the  one  you're  dealing  with  now. 

As  a  fully  integrated  international  financial  institution  with 
substantial  international  experience,  Yamaichi  puts  its  advanced 
information  resources  and  leading-edge  financial  technology  at 
your  fingertips.  To  help  you  reach  deeper  into  overseas  markets,  its 

and  lock  in  on  financial  success.  * 
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YAMAICHI 


YAMAICHI     SECURITIES 

Yamaichi  International  (America),  Inc.:  New  York  Tel:  212-912-6400  Fax:  212-912-0172 

Chicago  Branch:  Tel:  312-930-9133  Fax:  312-930-9142  Los  Angeles  Branch:  Tel:  213-626-0401  Fax:  213-626-0412 

Yamaichi  International  (Canada)  Limited/Limitee:  Montreal  Tel:  514  499  1110  Fax:  514  499  1113 

Yamaichi  Securities  Co.,  Ltd.:  Tokyo,  Japan  Tel  813-3276-3181  Fax:  813-3276  2947,  2948 

London,  Amsterdam,  Frankfurt/Main,  Berlin,  Paris,  Zurich,  Geneva,  Lugano,  Milano,  Madrid,  Bahrain,  Hong  Kong, 

Singapore,  Kuala  Lumpur,  Bangkok,  Jakarta,  Beijing,  Shanghai,  Taipei,  Seoul,  Sydney 


SPECIAL  JAPAN  ADVERTISING  SUPPLEMENT 


"An  excellent  product  speaks  for  itself,  particularly  when  there  are  good  people 
serving  the  customers  well." 


Yoshiharu  Fukuhara,  President  of 
Shiseido,  Japan's  largest  cosmetics 
company,  disagrees  with  those  who 
say  Japan's  manufacturing  industry 
will  inevitably  bow  to  the  rapidly 
developing  nations  of  Asia,  includ- 
ing China. 

'Japan  has  learned  much  from  what  I  call 
the  U.S.-Japan  model'  on  the  international 
economic  scene,"  says  Fukuhara,  referring 
to  how  increased  trade  has  benefited  both 
nations.  "And  the  lessons  will  help  our 
future  manufacturing." 

Fukuhara  points  out  that  Japanese  manufac- 
turers, while  increasingly  turning  to  production 
in  Asia,  are  using  the  lessons  they  learned  from 
postwar  U.S.-Japan  ties  as  a  "prescription"  for 
avoiding  a  critical  situation  in  Japan. 

In  a  scenario  Fukuhara  draws  of  Asia's 
economic  future,  the  more  the  buying  power 
of  Asian  nations  increases,  the  higher  Asia's 
labor  costs  will  become  to  "balance  things  out." 
This,  he  stresses,  will  eventually  benefit  all 
manufacturing  concerns  in  Asia — "as  long 
as  they  can  manage  to  continue  developing 
unique  technologies." 

To  be  truly  creative  and  original,  however, 
Fukuhara  believes  Japanese  manufacturers  also 
need  to  seek  closer  collaboration  with  their 
American  and  European  counterparts  for 
sophisticated  globalized  manufacturing. 

As  an  example,  Fukuhara  cites  the  establish- 
ment in  1990  of  Beaute  Prestige  International 
(BPI) — a  fully  owned  Shiseido  subsidiary  in 
Paris  that  has  successfully  produced  a  new 
brand  of  fragrance,  L'eau  d'Issey. 

This  success  constitutes  a  fine  blend  of 
Shiseido's  accumulated  in-house  expertise  with 
the  talents  of  specialists  of  international  reputa- 
tion, including  American  fashion  creator  Fabien 
Barron,  American  photographer  Irving  Perm, 
French  fragrance  expert  Chantal  Roos,  who  for 
years  worked  with  Yves  Saint-Laurent,  and 
Japanese  fashion  designer  Issey  Miyake. 

Fukuhara  strongly  believes  that  a  manufactur- 
er's success  should  be  judged  by  whether  or  not 
its  products  "speak  for  themselves" — a  corpo- 
rate philosophy  advanced  by  his  uncle  Shinzo, 
the  U.S.- educated  president  of  Shiseido  from 
1927  to  1940. 

To  explain  how  this  philosophy  manifests 
itself,  Fukuhara  fondly  talks  about  a  letter  he 
received  some  years  ago  from  an  elderly  reader 
of  a  newspaper  for  which  he  was  writing  an 
essay  series.  "I  have  always  meant  to  write  this 
note,"  the  letter  read,  "to  express  my  thanks  for 
making  my  father's  last  wish  come  true  shortly 
after  World  Warn." 

In  the  late  1940s,  when  war-ravaged  Japan 
was  suffering  a  severe  scarcity  of  raw  materials, 
the  writer  wrote,  his  dying  father's  wish  was  to 


have  one  last  taste  of  ice  cream  available  in  pre- 
war days  at  the  Shiseido  Parlor.  The  parlor, 
located  in  the  plush  Ginza  district,  is  Tokyo's 
oldest  French  restaurant,  developed  by  Shiseido 
after  it  opened  Japan's  first  American-style  soda 
fountain  on  the  same  site  in  1902. 

"Being  a  loyal  son,  1  went  to  your  Parlor  one 
evening,  but  was  told  they  had  stopped  making 
it  a  long  time  before  because  raw  materials  had 
become  unavailable,"  the  letter  said.  "But  the 
manager  said  I  could  come  back  the  next  day. 

"The  ice  cream  was  ready  as  promised,  but 
the  manager  refused  to  receive  the  payment! 
My  father  was  truly 
happy  eating  a  true 
delicacy  and  died  peace- 
fully the  next  day." 

Fukuhara  was  gratified 
not  only  because  the  dying 
man  specified  a  Shiseido 
product,  but  because  his 
firm's  employees  com- 
plied spontaneously. 
"An  excellent  product 
speaks  for  itself," 
Fukuhara  stresses,  "partic- 
ularly when  there  are 
good  people  serving  the 
customers  well." 

To  Fukuhara,  human 
development — nurturing 
able,  open-minded  and 
individualistic  employees 
who  can  think  and  act 
both  as  true  professionals 
and  cultured  citizens — is 
just  as  crucial  to  his  firm's 
growth  as  product  devel- 
opment itself. 

"Shiseido's  products 
should  reflect  our  determi- 
nation to  translate  into 
things  our  enterprising 
spirit  and  strong  sense  of 
liberalism,"  maintains 
Fukuhara.  "Also,  they 
must  not  only  be  excellent 
in  quality,  but  elegant  to 
the  eye." 

Fukuhara  has  studied  his  firm's  growth  path 
since  its  inception  in  1872  to  discover  that 
Shiseido  made  "truly  excellent"  cosmetics  even 
during  the  war,  despite  the  scarcity  of  raw  mate- 
rials and  the  constant  obstructions  by  the  war- 
time government,  which  regarded  cosmetics  as 
luxury  goods  deserving  of  enemy  status. 

"I  genuinely  believe  it  was  Shiseido's  tacit 
gesture  of  protest  against  totalitarianism  that 
made  our  products  so  great  during  the  war. 
And  1  hope  we  have  retained  this  spirit  and  will 
pass  it  on  to  future  generations."  Q 


Yoshiharu  Fukuhara 

Shiseido  Co.,  Ltd. 
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DickWilliams  isasalesengineerforMitsubishiElectric 
Power  Products  inWarrendale,  Pennsylvania.  And  when  he's 
not  engaged  in  touring  his  territory,  he  can  often  be  found 
touring  Sewickley,  a  Pittsburgh  suburb,  on  his  bicycle. 


DickWilliams  admits  it's  not  the 

Tour  de  France*  But  then,  the  winners  get 

something  better  than  fame  and  glory. 


Well,  this  year,  Dick's  passion  for  cycling  inspired 
him  to  organize  a  grand,  citywide,  family-style  bike  ride  called 
(pardon  our  French)  thelbur  de  Sewickley.  Its  purpose:  to 
raise  money  for  an  organization  that's  very 
special  to  Dick,  the  local  St.  Peter's  Child 
Development  Centers,  which  help  young  chil- 
dren with  disabilities  or  development  delays. 
As  part  of  our  commitment  to  encourage  and 
support  employees  in  local  civic  or  charitable  causes,  our 
company  was  pleased  to  be  a  corporate  sponsor.  And  we're 
happy  to  say  the  St.  Peter's  kids  came  out  big  winners.  More 
than700  riders  participated  in  the  60-,30-  and  10-mile  rides 
and  $12,000  was  raised  for  the  programs. 

What  makes  the  success  of  such  efforts  even  more 
special  for  us  is  that  Dick  Wlliams  is  one  of  hundreds  of  em- 
ployees at  the  16  major  facilities  of  the  Mitsubishi  Electric 
America  companies  who  feel  the  same  way  about  public 
service  as  they  do  about  work. 
It's  their  job. 


A  MITSUBISHI  ELECTRIC 


©  1994  Mitsubishi  Electric  America,  Inc. 
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"Of  late,  more  and  more  Japanese  companies  have  their  attention  turned  to  Asia.  But 
for  Japan,  the  U.S.- Japan  relationship  is  the  linchpin  of  all  international  relations." 


Yuzaburo  Mogi 

Kikkoman  Corporation 
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Yuzaburo  Mogi,  Executive  Vice 
President  of  Kikkoman 
Corporation,  flies  to  the  four 
corners  of  the  world  to  promote 
a  traditional  seasoning  of  Japanese 
cuisine:  soy  sauce.  Among  many 
destinations,  he  frequents  the 
United  States,  the  country  he  feels  is  closest  to 
his  heart.  "I  think  of  America  as  my  home  away 
from  home,"  says  Mogi,  a  1961  graduate  of 
Columbia  University  Business  School. 

Kikkoman's  naturally  brewed  soy  sauce  first 
crossed  the  Pacific  more  than  a  century  ago. 
Since  then  the  United 
m   y       States  has  become  the 
m  company's  largest 

%  customer  outside  Japan. 

\         Kikkoman  International 
A,  Inc.  was  established  in 

San  Francisco  in  1957  for 
marketing  soy  sauce 
imported  from  Japan. 
As  demand  grew, 
Kikkoman  Foods,  Inc., 
of  which  Mogi  is  the 
founder  and  president, 
was  launched  in 
Walworth,  Wisconsin, 
in  1973  as  a  production 
and  marketing  base. 
Heavily  involved 
himself  for  decades  in 
establishing  a  good 
relationship  between 
Japan  and  the  U.S.,  Mogi 
strongly  believes  that 
maintaining  the  most 
friendly  relationship  with 
the  U.S.  is  vital  for  Japan. 
"Of  late,  more  and  more 
Japanese  companies  have 
their  attention  turned  to 
Asia.  But  the  Japan-U.S. 
relationship  is,  and  should 
be,  the  linchpin  of  all 
international  relations." 
True  to  his  belief, 

Mogi  has  been  trying  to 

foster  better  relations  across  the  Pacific. 
Kikkoman  supports  Youth  For  Understanding, 
a  program  that  sponsors  students  from  the  U.S. 
who  wish  to  study  in  Japan  during  the  summer 
months.  Conversely,  the  company  sponsors 
Japanese  students  who  wish  to  study  in  the  U.S. 
To  support  more  educational  and  cultural 
activities,  the  company  set  up  a  foundation  in 
Walworth  in  1993  on  the  occasion  of  the  20th 
anniversary  of  Kikkoman  Foods,  Inc. 
Recounts  Mogi,  "The  anniversary  reception 
was  honored  by  the  incumbent  and  past 
governors  of  Wisconsin,  both  from  the 


Republican  and  Democratic  Parties.  That 
showed,  I  believe,  how  much  we  were  trusted 
by  the  local  community." 

Mogi  himself  is  chairman  of  the  Japan- 
America  Cooperative  Committee,  an 
organization  within  the  Japan  Chamber  of 
Commerce  and  Industry.  "What  I'm 
emphasizing  at  the  Committee  is  that  Japan 
should  welcome  more  investment  from  America 
and  other  countries.  Japanese  tend  to  have  an 
aversion  to  foreign  cultures,  but  that  kind  of 
mindset  must  change." 

Mogi  has  resolute  views  on  Japanese 
corporate  behavior  in  America  and  other 
markets.  "Japanese  companies  have  a  strong 
group  mentality  and  they  have  a  tendency  to 
follow  what  other  Japanese  companies  are 
doing.  A  good  case  in  point  in  the  past  was  the 
market-share-oriented  single-product  export 
drive  by  a  number  of  Japanese  manufacturers 
directed  to  a  particular  market.  Such  a  behavior 
is  damaging  to  bilateral  relations." 

The  answer,  says  Mogi,  is  to  be  a  good 
and  responsible  corporate  citizen.  But  how? 
"First,  once  in  America,  try  not  to  do  business 
with  other  Japanese  companies.  Instead,  deal 
with  American  companies,  and  if  possible, 
with  the  local  ones  where  you  operate.  Second, 
hire  as  many  local  people  as  possible,  and 
minimize  the  number  of  Japanese  employees. 
Third,  don't  let  Japanese  employees  live  in 
a  group.  Because  that  will  hamper  them  from 
mingling  with  Americans.  In  our  company, 
Japanese  workers  don't  live  near  one  another. 
That  should  help  them  practice  their  English 
and  get  along  with  the  local  residents.  And 
lastly,  let  the  employees  get  involved  in 
community  activities.  Do  what  you  can  and  like. 
I'm,  for  instance,  an  honorable  Ambassador 
representing  the  state  of  Wisconsin." 

Kikkoman  Foods,  Inc.  has  enjoyed  enormous 
success  in  the  States.  Since  the  establishment  of 
the  Walworth  factory,  Kikkoman's  shipments 
have  increased  ten  times.  No  longer  is  soy  sauce 
an  exotic  food.  Today,  according  to  Mogi, 
"half  of  American  families  are  enjoying  soy 
sauce.  And  44%  of  non-oriental  restaurants 
in  the  U.S.  are  using  soy  sauce  in  one  way 
or  another." 

Naturally,  it  wasn't  easy  to  sell  a  new  food  to 
people  who  had  never  tasted  it.  "But  thaf  s  all 
history,"  asserts  Mogi.  The  popularization  of 
Japanese  cuisine  led  to  the  acceptance  of  soy 
sauce  as  a  seasoning  for  both  American 
barbecue  and  traditional  family  dining.  In  the 
U.S.,  Kikkoman  has  a  market  share  of  50%, 
compared  to  30%  at  home.  He  dreams  that  soy 
sauce  will  ultimately  join  the  ranks  of  other 
internationally  popular  tastes  like  coffee  that 
were  once  considered  strange  but  are  now  a 
must  for  many  people  worldwide.  Q 


AT  ITOCHU, 

A  GLOBALLY  INTEGRATED  CORPORATION, 

WE  HAVE  A  WORLD  OF  INTERESTS. 


At  ITOCHU,  a  globally  integrated  corporation,  we  take  pride  in 
offering  various  types  of  services  concerning  information,  products 
and  people.  With  over  10,000  people  working  in  over  200  offices 
in  90  countries  on  6  continents,  ITOCHU  conducts  a  wide  variety 
of  interests,  from  iron  and  steel  to  satellite  communications, 
bringing  a  promised  value  to  everything  we  undertake. 
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Committed  to  the  global  good. 

ITOCHU  Corporation 
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"I  am  determined  to  be  a  bridge  between  Japan  and  the  U.S." 


Hisashi  Kaneko 

NEC  Corporation 

• 
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he  integration  of  computers 
and  communications  is  at 
the  heart  of  NEC's  corporate 
activities.  We  have 
focused  our  efforts  on  this 
for  many  years.  Now  the 
integration  is  blooming  into 
multimedia,"  says  Dr.  Hisashi  Kaneko, 
President  of  NEC  Corporation. 

In  1977,  NEC  announced  its  synergistic 
business  concept  of  "Computers  & 
Communications,"  years  before  anyone  else 
predicted  the  coming  information  revolution. 

True  to  its 
vision,  NEC,  a 
manufacturer 
of  communi- 
cations systems 
and  equipment 
since  1899,  has 
invested  every 
effort  in  the 
development 
of  computers 
and  semi- 
conductors, 
thus  making 
itself  fully 
prepared  for 
the  "advent  of  a 
new  era  with  a 
long  list  of  mul- 
timedia-related 
products,  sys- 
tems, technolo- 
gies and  serv- 
ices at  hand. 
"NEC  will 
exert  its  best 
efforts  under 
the  banner 
'NEC,  A 
Multimedia 
Company,' " 
declares  the 
NEC  president. 
He  is  ambitious.  He  has  to  be— he  leads  190,000 
employees  of  diverse  nationalities  around  the 
globe.  He  wants  NEC  products  to  establish  them- 
selves as  de  facto  world  standards  in  their  field. 

Another  ambitious  goal  of  his  is  to  make  NEC 
a  global  company. 

His  strategy  for  achieving  this  goal  is  "mesh 
globalization."  It  is  based  on  NEC's  inter- 
national experience  since  1958  when  its  first 
overseas  subsidiary  was  established.  The 
philosophy  means  a  lot:  interplay  among  R&D 
centers,  division  of  labor  and  exchange  of 
products  among  plants,  and  sharing  the  best 
technologies  and  ideas  worldwide  through  a 
fishnet-like  organization  as  opposed  to  a 


pyramidal  formation. 

Kaneko  reports,  "Mesh  globalization,  which  is 
under  way  in  NEC's  75  operational  units  in  28 
countries,  is  proving  effective,  particularly  now 
when  information  and  communications  are 
making  the  world  borderless." 

He  has  a  firm  conviction  that  no  global 
network  is  consequential  unless  each  of  the  local 
operations  worldwide  is  deeply  rooted  in  the 
local  market. 

In  NEC's  global  network,  the  U.S.  plays  a 
weighty  role — it  is  where  new  technologies 
and  products  are  constantly  researched, 
developed  and  produced  at  NEC's  nine 
subsidiary  companies. 

"I  am  convinced  that  success  in  the  U.S. 
leads  to  success  in  the  world.  In  fact,  many  of 
the  products  made  in  the  U.S.  are  enjoying 
global  acceptance.  The  U.S.  continues  to  play 
a  central  role  in  innovation.  It  is  also  vital  as 
a  supplying  base  for  the  world  market," 
Kaneko  asserts. 

One  key  word  that  he  uses  frequently  is 
"amalgamation."  He  explains,  "It  is  an 
integration  of  two  or  more  different  elements 
into  one,  enhancing  the  good  qualities  of  the 
original  elements.  We  intend  to  amalgamate  two 
cultures  or  technologies  with  different,  often 
competitive,  management  attributes — ours  and 
that  of  the  host  country — into  one." 

Amalgamation  is  an  idea  Kaneko  came  up 
with  after  many  years  of  his  experience  in  and 
out  of  Japan.  He  was  the  president  of  NEC  USA, 
Inc.  before  he  became  the  president  of  NEC  in 
June  1994. 

He  says,  "American  culture,  which 
emphasizes  individualism,  helps  to  foster 
technological  originality,  an  entrepreneurial 
spirit  and  a  world-leading  capacity  for  software 
development.  On  the  other  hand,  Japanese 
culture  focuses  on  group  concerns  that  help 
develop  efficient  manufacturing  methods,  QC 
circle  activities  and  hardware  technologies. 
We  want  to  amalgamate  the  two  cultures  or 
combine  the  best  parts  of  the  two." 

He  cites  a  case  of  theOregon  Plant  that 
produces  fiber-optic  and  cellular  radio  products: 
"Although  the  plant  is  highly  automated, 
its  skilled  workers  participate  extensively  in 
QC  circle  activities,  adding  American  ideas  to 
Japanese  ideas  to  further  improve  quality 
and  productivity. 

"I  am  determined  to  be  a  bridge  between 
Japan  and  the  U.S.,"  he  declares,  as  he  has  a 
special  affinity  with  the  country. 

NEC  president  Kaneko  earned  his  Master  of 
Science  degree  at  the  University  of  California, 
Berkeley,  and  later  worked  at  the  prestigious 
Bell  Telephone  Laboratories.  In  the  U.S.,  he  has 
not  only  a  number  of  close  friends,  but  also 
7,000  people  to  work  with.  Q 


SPECIAL  JAPAN  ADVERTISING  SUPPLEMENT 


"We  examined  what  to  do:  what  to  continue  and  what  to  abandon,  not  just  how  to 
do  things  better." 


After  assuming  the  presidency  of 
Nippon  Steel  Corporation,  the 
world's  largest  steelmaker,  in 
June  1993,  the  first  task  Takashi 
Imai  tackled  was  to  redesign 
the  whole  company.  He 
announced  in  March  1994  a 
comprehensive  corporate  renewal  plan,  which 
is,  according  to  Imai,  "the  most  drastic  plan  in 
the  long  history  of  the  company." 

What  makes  it  different  from  ubiquitous 
reform  programs  calling  for  reduction  of 
employees  and  divisions  is  that  it  proposed 
restructuring  from  the  ground  up:  He  rewrote 
the  corporate  mission  and  at  the  same  time  pro- 
claimed a  bold  company-wide  overhaul  to  save 
$3  billion  in  3  years  with  the  heaviest  cut  in  the 
administrative  staff. 

Nippon  Steel's  crude  steel  production  in  fiscal 
1993  marked  the  lowest  in  its  history,  resulting 
in  a  loss  in  income  and  profit.  The  price  of 
Nippon  Steel's  product  had  to  go  down  by  15% 
for  the  company  to  stay  competitive  in  the  inter- 
national market  while  demand  from  Japanese 
manufacturers  declined  because  of  the  recession. 

Under  the  renewal  plan,  the  company  is  mov- 
ing into  multiple  businesses,  expanding 
operations  in  diverse  fields,  from  engineering 
and  construction  to  information/communi- 
cations— including  the  manufacturing 
of  semiconductors. 

"We  looked  hard  at  what  viable  resources  we 
had  available.  We  examined  what  to  do:  what  to 
continue  and  what  to  abandon,  not  just  how  to 
do  things  better,"  says  Imai. 

"Fortunately,  we  have  a  large  pool  of  systems 
engineers  to  run  industrial  operations,  due  to 
the  fact  that  we  have  been  enthusiastic  about 
computerizing  manufacturing  processes  and 
automating  product  lines  over  the  last  20  years. 
During  these  years,  many  of  the  best  and  bright- 
est electrical  and  electronics  engineers  joined  our 
company  fresh  from  universities.  Their  accumu- 
lated knowledge  and  skill  are  highly  adaptable. 

"We  also  have  some  2,600  employees  who  are 
engaged  in  building  industrial  plants  and 
machinery,  and  in  urban  development  and 
infrastructure  construction  ranging  from  sewer 
and  water  systems  to  highways,  airports  to 
high-rise  buildings.  We  helped  build  the  70- 
story  Bank  of  China  building  in  Hong  Kong." 

As  he  redefined  the  corporate  mission,  the 
Nippon  Steel  president  is  redefining  the  role 
of  steel.  He  believes  that  steel-making  will 
remain  the  core  function  of  his  company  for 
many  more  decades  to  come;  he  wants  to  keep 
developing  new  steel  products  and  adding 
higher  value  to  steel  so  that  steel  will  find 
ways  into  wider  applications. 

One  of  the  strengths  of  Japanese  cars 
comes  from  state-of-the-art  steel  products: 


high-strength,  corrosion-resistant  and 
highly  workable  steel  that  allows  production 
of  lighter-gauge  bodies  while  satisfying 
safety  requirements. 

'To  supply  such  products  to  car  manufactur- 
ers in  the  U.S.,  we  started  joint-ventures  with 
Inland  Steel  Industries  of  the  U.S.:  I/N  Tek  in 
1987  and  I/N  Kote  in  1989  in  Indiana.  Their 
clients  now  include  not  just  Japanese  but 
American  car  manufacturers,"  he  says,  showing 
an  aerial  photo  of  the  plants  standing  amid 
beautiful  farmland  in  the  heartland  of  the  U.S. 

He  looks  back  at  the 
long  history  of  trade 
disputes  concerning 
export  of  iron  and  steel 
products  to  the  U.S.  from 
Japan,  saying,  "We  also 
are  supplying  steel  cords 
that  are  woven  into  tires. 
Thinner  than  a  hair  yet 
amazingly  strong,  they  are 
among  the  most  refined 
products.  We  are  proud 
that  we  are  contributing  to 
strengthening  the  U.S. 
automobile  industry." 

In  the  corporate  renewal 
plan,  a  particular  empha- 
sis is  placed  upon  rebuild- 
ing international  competi- 
tiveness. 

How?  Imai  answers, 
"First,  by  lowering  the 
production  and  outsourc- 
ing costs,  and  second,  by 
quickly  grasping  and 
responding  to  fast-chang- 
ing market  demand." 

He  is  confident  in  the 
future  because  he  is 
convinced  that  Nippon 
Steel  is  equipped  with  the 
world's  most  innovative 
technologies  which,  he 
believes,  lead  to  the  most 
competitive  quality. 

His  confidence  comes 
also  from  steel's  usefulness.  He  says,  "Steel  can 
be  recycled  over  and  over  again  since  scraps 
make  up  a  substantial  proportion  of  raw  materi- 
als that  go  into  furnaces." 

Asked  about  the  future  of  steel,  Imai  has  this 
to  say:  "Look  around  you  and  you  will  realize 
how  much  you  owe  to  steel  for  your  daily  life. 
Without  steel,  there  are  no  buildings  and  no 
highways;  no  cars  and  no  trains;  no  refrigerators 
and  no  washing  machines,  either.  Steel  is  still 
the  most  useful,  dependable  and  inexpensive 
basic  material.  That  fact  will  remain  true  for 
many  centuries  to  come."  B 


Takashi  Imai 

Nippon  Steel  Corporation 
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VISIBLE  AND  INVISIBLE 

There's  more  to  Shiseido  Style 
than  simply  meets  the  eye. 


-i 
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>hiseido,  Japan's  largest 
cosmetics  manufacturer,  is  more  than 
just  a  successful  global  corporation 
known  for  its  quality  products  of 
unique  elegance. 

The  firm  derives  its  name  from  a 
passage  in  a  classic  Chinese  book  on 
Confucianism  praising  the  virtues  of  the 
earth  from  which  all  things  come. 

As  its  name  implies,  Shiseido  has 
a  lasting  commitment  to  a  quest  for  the 
apex  of  excellence,  both  material  and 
spiritual. 

This  commitment  originated  with 
Shinzo  Fukuhara,  whose  father,  Yushin 
Fukuhara,  founded  Shiseido  as  Japan's 
first  Western-style  pharmacy  in  1872. 
Educated  in  the  United  States,  Shinzo 
studied  pharmacology  at  Columbia 
University  in  New  York  during  the 
early  1900s. 


c 


^osmetics  appealed  to  Shinzo, 
a  man  with  a  keen  appreciation  for  things 
of  beauty.  After  incorporating  Shiseido 
in  1915  as  its  president,  Shinzo  focused 
on  cosmetics  as  the  firm's  main  line  of 
business,  sensing  that  cosmetics  meshed 
well  with  his  firm's  corporate  culture. 
This  shift  formed  the  foundation 
of  Shiseido,  the  only  major  cosmetics 
maker  in  the  world  which  traces  its 


Son  ofthejounder,  Yushin  Fukuhara,  Shinzo  Fukuhara 
transformed  Shiseido  from  a  pharmaceutical  company 
into  a  cosmetics  innovator.  His  artistic  flair  and 
cosmopolitan  taste  continue  to  inspire  the  company. 


origins  back  to  medicine.  Today, 
Shiseido  is  the  world's  fourth  largest 
cosmetics  manufacturer  with  a 
worldwide  workforce  of  over  24,000 
employees  in  more  than  45  countries. 

An  amiable  man  with  refined 
manners,  Shinzo  was  tough  and 
demanding  in  matters  of  product 
quality.  He  always  insisted  that  a 
product  "must  speak  for  itself." 

"This  philosophy  is  very  much 
alive  at  Shiseido  today,"  notes  Yoshiharu 
Fukuhara,  Shinzo's  nephew  and  the 
firm's  CEO  since  1987.  Fukuhara 
believes  that  the  value  of  brand  names 
should  be  judged  by  both  visible  and 
invisible  elements — such  as  a  firm's 
traditional  values  and  philosophy.  He 
points  out  that  the  importance  of  the 
latter  cannot  be  stressed  too  much. 

"We  make  sure  that  our 
products,  reflecting  these  invisible, 
intangible  elements,  are  instantly 
identifiable  as  ours — as  items  no  other 


From  its  earliest  years,  Shiseido  advertising  typified  the  marketing 
sophistication  of  Shinzo  Fukuhara.  He  cultivated  the  unique  Shiseido 
Style  in  exceptional  cosmetics,  elegant  packaging,  and  exquisite  imagery 


firms  can  make." 

Fukuhara  refers  to  Noboru 
Matsumoto,  Shiseido's  second  presider  " 
after  Shinzo,  as  another  major 
contributor  to  his  firm's  growth. 

Matsumoto,  who  studied 
marketing  at  New  York  University 
served  as  Shinzo's  right-hand  man  for  Is 
many  years.  He  contributed 
immeasurably  to  Shiseido's  postwar 
success  by  deciding  in  the  late  1940s 
that  cosmetics  should  be  the  core  of  iti 
"peacetime  business." 

"Matsumoto  was  an  extremely 
liberal  and  internationally  minded  man 
recalls  Fukuhara.  "He  is  responsible 
the  liberalism  which  today  is  the 
'backbone'  of  the  Shiseido  spirit." 

Shiseido's  commitment  to 
excellence  and  liberalism,  Fukuhara 
explains,  was  solidly  established  by 
these  two  men  as  the  foundation  of 
Shiseido's  corporate  culture. 

"These  qualities  are  indeed  our 
valuable  assets," 
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continues.  "I  genuinely  believe  the 
ried  and  positive  influence  America 
d  on  these  two  predecessors  has 
ongly  helped  form  the  basis  of 
iseido  as  a  global  enterprise." 

Pondering  postwar  U.S. -Japan 

ations  of  the  past  50  years,  Fukuhara 

7S  a  bilateral  relationship  should,  after 

be  a  reflection  of  how  close  the 
lzens  of  both  nations  feel  toward  each 
tier,  citing  a  "happy  personal 

ident ." 

Carly  last  year,  explains 
kuhara,  Shiseido's  Tokyo 
adquarters  received  a  telephone  call 
m  the  U.S.  The  caller  identified 
nself  only  as  a  longtime  reader  of 
bes  magazine  and  a  resident  of 
fton,  New  Jersey,  a  town  where 
kuhara  lived  in  the  late  1960s  when 
was  president  of  Shiseido's 
uggling  U.S.  subsidiary. 

The  caller  said  he  was  prompted 

pick  up  the  phone  after  reading 

xn  Shiseido  in  a  corporate  ad  in  the 

gazine.  Fukuhara  had  written  about 

importance  of  U.S. -Japan  relations, 


along  with  an  incident  he  long 
remembers  as  a  "very  American  gesture 
of  friendship." 

In  the  ad,  Fukuhara  recalled  his 
passionate  interest  in  orchid  cultivation. 
One  day,  a  fellow  member  of  the 
American  Orchid  Society — a  resident  of 
Clifton — made  a  surprise  visit  to 
Fukuhara's  house,  bringing  ten  pots  of 
orchids.  The  gift  was  simply  intended  to 
cheer  up  Fukuhara,  and  make  him  feel 
at  home  in  the  United  States. 

"I  cannot  say  how  much  peace  of 
mind  I  got  from  his  orchids  during  the 
remainder  of  my  stay,"  Fukuhara  wrote 
in  the  ad. 

The  response  to  his  story  was 
equally  pleasing  to  Fukuhara.  "I  really 
appreciated  the  telephone  call,"  he  says. 
"The  gentleman  said  he  was  touched  to 
realize  there  are  business  executives  in 
Japan  who,  like  me,  are  genuinely 
interested  in  helping  improve  U.S.- 
Japan relations." 

"He  also  said  he  felt  good  about 
the  fact  that  a  fellow  resident  of  New 
Jersey  helped  me  personally  while  the 
chips  were  down  for  me  when,  as  I 


Shiseido  Bio-Performance  Advanced  Super  Revitahzer  (Cream)  was  awarded  "Le  Prix 
d' Excellence"  as  the  best  skmcare  product  in  Europe  m  1 988.  The  company  is 
committed  to  excellence  in  all  aspects  of  international  activities. 


Opened  in  1992,  "Les  Salons  du  Palais  Royal  Shiseido" 
is  the  company's  first  fragrance  salon  in  Paris.  Each 
unique  detail  is  handcrafted,  reflecting  Shiseido's 
belief  that  truly  deluxe  cosmetics  should  have 
handmade  quality. 


wrote  then,  among  other  things  our  U.S. 
subsidiary  couldn't  pay  my  salary  for 
half  a  year." 


Si 


>hiseido's  success,  says 
Fukuhara,  has  significantly  depended 
on  good  luck  and  "many  good  people" 
with  whom  Shiseido  has  shared  its 
corporate  philosophy. 

To  Fukuhara,  human 
development  is  just  as  crucial  to 
manufacturers  as  product  development 
itself.  "To  come  up  with  bona  fide  brand 
names,"  he  says,"  I  believe  a  company 
must  first  of  all  have  an  insatiable  desire 
to  seek — and  train — people  who  are 
both  qualified  professionals  and 
cultured  individuals." 

"Honed  by  such  people  who 
share  our  vision  and  idealism,"  adds 
Fukuhara,  "I  am  sure  Shiseido  will 
continue  to  do  the  utmost  to 
contribute  to  the  well-being  of  the 
people  of  the  world." 


JH  LTEIDO 
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"Latin  America  has  an  enormous  appetite  for  capital,  and  Yamaichi  is  excited  to 
play  a  positive  role  in  the  economic  development  of  this  region." 


YAMAICHI 
SECURITIES 


Hitoshi  Ishihara 

Yamaichi  Securities  Co. 
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he  1980s  was  the  lost  decade 
for  Latin  America,  but  the  '90s 
will  be  the  decade  of  hope." 
These  are  the  words  of 
Enrique  Iglesias,  President  of 
the  Inter- American  Develop- 
ment Bank,  quoted  by  Hitoshi 
Ishihara,  Deputy  President  of  Yamaichi 
Securities  Co.,  Ltd.,  to  describe  his  perception  of 
Latin  American  prospects  for  growth. 

In  the  last  few  years,  the  economies  of  all  of 
the  major  Latin  American  countries  have  started 
showing  signs  of  a  strong 
rebound,  curing  the 
malaise  both  of  burgeon- 
ing debt  and  of  skyrocket- 
ing inflation.  Observes 
Ishihara,  "Latin  America 
now  has  an  enormous 
appetite  for  capital." 

Ishihara  is  happy  to 
remark  that  Yamaichi  has 
a  long  history  of  partici- 
pating in  Latin  American 
investment  banking 
activities,  and  is  pleased 
by  the  new  opportunities 
created  as  a  result  of  the 
economic  restructuring 
process.  "Let  me  say 
that  we're  very  excited 
that  Yamaichi  can  play 
a  very  positive  role  by 
contributing  to  the 
economic  development 
of  this  region." 

For  Yamaichi,  there  are 
several  ways  to  be  a  part 
of  this  development 
process,  including  multi- 
currency underwriting, 
privatization,  cross-border 
mergers  and  acquisitions 
and  financial  advisory 
services.  Yamaichi  has 
forged  many  local  rela- 
tionships that  will  allow  it 
to  develop  the  above  busi- 
ness lines  and  offer  promising  financial  products 
for  both  its  Japanese  and  non-Japanese  clients. 
Ishihara  also  noted  the  strong  capital-raising 
efforts  of  the  Latin  American  countries  that  are 
being  used  to  finance  the  importation  of  capital 
goods  and  raise  the  economic  productivity 
levels  of  the  region.  "The  flow  of  capital  to  these 
economies  will  only  increase  as  their  economic, 
political  and  legal  systems  mature  and 
demonstrate  stability  over  extended  periods," 
explains  Ishihara. 

Yamaichi  has  underwritten  not  only  yen 
bonds,  but  also  non-yen  denominated  bonds  for 
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Latin  American  governments,  government- 
owned  entities  and  private  companies. 
Ishihara  cites  some  good  examples  of  what 
a  global  brokerage  house  like  Yamaichi  can  do: 
"We  were  the  first  Japanese  securities  firm  to 
lead-manage  a  bond  issue  after  the  Latin 
American  debt  crisis,  with  a  December  1990 
$75  million  Eurobond  issue  for  Dynaworld 
Trust,  a  subsidiary  of  Banca  Serfirt  in  Mexico. 
We  have  also  acted  as  lead  manager  for  four 
Eurobond  issues  for  private-  and  public-sector 
names  in  Argentina." 

A  drastic  shift  has  occurred  in  Latin  America 
from  regulated,  state-intensive  economies  to 
free,  open  economies.  As  a  result,  a  drive  for 
privatization  occurred,  leading  to  a  strong 
demand  for  capital.  Argentina's  Menem 
administration,  for  example,  sold  off  YPF, 
Aerolineas  Argentinas,  electrical  and  water 
services,  railroad  operation  rights,  highway 
toll  concessions,  petrochemical  plants  and 
steel  mills. 

Similarly,  Mexico's  administration  sold  off 
several  hundred  state-owned  industrial 
enterprises  in  the  global  market,  requiring 
underwriting  by  international  financial  houses. 
Ishihara  reports  that  Yamaichi  has  been 
actively  involved  in  the  privatization  of 
these  state  entities,  including  YPF  and 
Telmex,  among  others. 

All  of  these  developments  will  undoubtedly 
create  a  very  strong  demand  for  capital.  Ishihara 
points  out,  "The  U.S.  can't  provide  all  of  the 
needed  funds  alone."  He  is  confident  that 
"Japanese  money"  and  "Yamaichi' s  experience 
and  international  network  will  bring  a  lot  of 
good  to  the  Latin  American  continent,  for  capital 
is  synonymous  with  investment,  and  investment 
is  synonymous  with  jobs." 

Yamaichi  has  other  reasons  for  optimism: 
Japanese  companies  have  started  to  invest  in 
Latin  America  because  it  has  a  promising  work 
force  and  other  resources  for  production  bases 
with  both  North  and  South  America  as  potential 
markets.  Most  notably,  Toyota  will  manufacture 
trucks  in  Argentina  and  Honda  will  produce 
cars  in  Mexico. 

All  the  more  hopeful  and  encouraging  for 
Yamaichi  is  the  impact  of  NAFTA  and 
Mercosur.  Says  Ishihara,  "We're  considering 
establishing  an  office  in  Mexico  since  the 
country  opened  up  its  financial  markets  to 
foreign  institutions." 

"From  underwriting  to  mergers  and 
acquisitions,  Yamaichi  is  well-equipped  to 
assist  Japanese  as  well  as  foreign  investors," 
Ishihara  declares.  He  is  glad  that  the  wind  of 
liberalization  is  blowing  across  the  Latin 
American  continent,  and  he  is  positioning 
Yamaichi  to  take  advantage  of  new 
opportunities  in  the  region.  B 
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"Japan  appears  to  be  steadily  losing  its  charm  as  a  lucrative  international  business 
center,  because  everything  is  simply  too  expensive— rents  and  labor  included." 


Ichiro  Inumaru,  President  of  Tokyo's 
Imperial  Hotel,  notes  the  Japanese  hotel 
business  continues  to  be  hard-hit  by  a 
lingering  recession. 
"Some  economists  say  the  Japanese 
economy  is  gradually  bottoming  out, 
but  I  don't  quite  think  so,"  says 
Inumaru,  who  served  for  many  years  as 
Chairman  of  the  Japan  Hotel  Association. 

He  points  out  the  slump  in  his  business 
is  manifested  partly  in  a  steadv  decline 
since  the  late  1980s  in  the  number  of 
foreign  guests  staying  at  his  plush  hotel, 
considered  bv  many  to  be  Japan's 
quintessential  hotel,  occupying  a  prime 
location  in  central  Tokyo. 

"As  far  as  the  hotel  business  is  concerned," 
Inumaru  notes,  "1994  was  worse  than  1993, 
and  there  really  are  no  visible  signs 
of  improvement. 

"This  to  me  is  a  clear  indication  that  Japan 
is  steadilv  losing  its  charm  as  a  lucrative 
international  business  center,  because 
everything  is  simply  too  expensive — rents 
and  labor  included.  Fewer  and  fewer 
foreign  businessmen  are  coming  to  do 
business  in  Japan." 

Inumaru  warns  that  Japan  is  rapidly 
being  overtaken  by  other  nations  in  Asia, 
such  as  China,  Hong  Kong  and  Singapore, 
pointing  out  that  the  Japanese  government 
and  bureaucracy  have  neglected  to  increase 
imports  and  to  rectify  Japan's  intricate 
distribution  system. 

"Last  year,  the  Imperial  Hotel  alone  spent 
S23  million  on  imported  food  and 
beverages,  which  accounted  for  some 
35%  of  our  annual  expenditures,"  he  says. 
"However,  we  didn't  find  these  imports 
any  cheaper  than  those  available  in  Japan — 
primarily  because  of  the  domestic 
distribution  mechanism  that  pushes  up 
the  prices  unreasonably." 

"Too  many  barriers  still  exist  in  Japan," 
continues  Inumaru,  "including  regulatory 
measures  that  discourage  increased 
imports  and  domestic  consumption. 
What  Japan  needs  is  a  major  reform. 
And  to  realize  it,  Japan  badly  needs  a  full- 
fledged  two-party  political  system  and 
enlightened  leadership  sensitive  to  its 
international  leadership  role. 

"I  believe  that  such  a  reform  can  really  make 
many  good  things  happen,  not  only  to  Japan, 
but  to  the  whole  world." 

Inumaru,  the  first  postwar  Japanese  graduate 
of  Cornell  University's  Hotel  School  and  a  well- 
recognized  observer  of  the  U.S.-Japan 
relationship,  slips  into  a  pensive  mood  as  he 
ponders  Japan's  future. 

He  is  gravely  concerned  that,  unless  Japan 


overcomes  its  "complacency"  with  the  U.S., 
Japan's  credibility  as  the  world's  No.  2  economic 
power  will  be  seriously  impaired. 

Inumaru  is  sharply  critical  of  what  he 
describes  as  Japan's  "lack  of  resolve"  to 
behave  as  a  responsible  member  of  the 
international  community. 

With  the  U.S.  having  protected  Japan  for  so 
long  after  World  War  II  under  the  terms  of  the 
U.S.-Japan  Security  Treaty,  he  feels  Japan  has 
come  to  "take  America's  commitment  to  Japan's 
security  for  granted. 

"Japan  is  almost 
completely  numbed  by 
the  postwar  domestic 
stability  and  prosperity  it 
has  enjoyed  thanks  to  its 
alliance  with  the  U.S. 
I'm  afraid  Japan  has  lost 
sight  of  its  international 
responsibilities. 

"The  U.S.  definitely 
wants  Japan  to  act  as  an 
equal  partner,  willing  to 
shoulder  international 
responsibilities  com- 
mensurate with  its 
economic  power. 
But  most  Japanese 
now  feel  their  wealthy 
nation  should  not 
get  involved  in 
international  affairs — 
because  the  U.S.  will 
somehow  tackle  them 
on  Japan's  behalf." 

Because  of  such  a 
posture,  Inumaru  sees 
Japan  steadily  alienating 
itself  from  the  inter- 
national community 
despite  frequent 
monetary  cooperation, 
including  ODA  (Official 
Development  Aid)  and 
the  $11  billion  Gulf 
War  contribution. 

"The  world  wants  and 
needs  Japan  to  commit  itself  more  resolutely 
to  the  stability  of  the  international  community," 
he  says,  expressing  concern  that  Japanese 
leaders  often  fail  to  comprehend  this. 
Inumaru  holds  Japan's  "visionless  political 
leadership"  responsible  for  its  "often  sad 
behavior"  on  the  international  scene. 

"I'm  afraid  postwar  Japan  has  failed  to 
nurture  political  leaders  with  lofty  visions  and 
an  enlightened  awareness  of  Japan's  national 
interests  in  an  international  era,"  he  observes. 
"All  they  appear  to  be  concerned  with  is  the 
peace  and  prosperity  of  Japan  alone."  Q 


Ichiro  Inumaru 
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You  simply  create 
of  everything  peopar 


Take  electronics. 


Back  in  the  1950's,  everything  was  big,  so 
everyone  wanted  it  small. 
No  problem. 


In  fact,  in  1959,  we  made  the  world's  smallest  transistor  radio.  Then  we  moved  on  to 
teeny-tiny  TV's.  Six-inch  black-and-white.  Four-inch  black-and-white.  Two-inch  color  that  fit  in  bem 
your  pocket.  You  get  the  idea. 

Now,  however,  innovation  being  what  it  is,  we're  introducing  the  world's  first  56" 
widescreen  TV.  We  call  it  Toshiba  TheaterWide™  And  by  that  we  mean  it's  the  same  shape  as 
the  screens  at  the  theater  where  you  pay  12  bucks  for  a  ticket  and  popcorn. 


mis  easy. 


e  exact  opposite 
anted  the  day  before. 


Everything  about  it  makes  you  think  you're  in  a  seat  with  gum  stuck  underneath  it. 
It  has  a  picture  with  superb  resolution  that's  the  brightest  in  the  industry.  And  high-powered 
Dolby®  Pro  Logic®  sound.  All  that's  missing 
is  the  lady  in  front  of  you  with  the  big  hat. 

Tomorrow,  who  knows?  We'll  probably 
be  making  a  TheaterWide  TV  you  can  wear  on 
your  wrist.  Or  a  360-degree  screen  that  covers 
all  four  walls  of  your  living  room. 

You  tell  us.  And  we'll  get  to  work  on  it. 
In  our  business,  no  job  is  too  big  or  too  small. 


In  Touch  with  Tomorrow 

TOSHIBA 
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"Operating  in  the  U.S.  is  a  valuable  asset  for  Minolta  because  the  nation  is 
experimenting  with  digital  technologies  that  will  dominate  the  industry  of  the  future." 
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he  U.S.  is  the  single  largest 
overseas  market  for  our  cam- 
eras and  office  equipment.  So 
I  want  the  relationship 
between  Japan  and  the  U.S.  to 
stay  very  friendly,  although  I 
am  afraid  it  is  getting  sour,  as 
was  seen  in  the  recent  trade  disputes,"  says 
Hiroshi  Fujii,  President  of  Minolta 
Corporation  of  New  Jersey,  a  North  American 
sales  arm  of  Minolta  Co.,  Ltd. 

He  has  been  in  the  U.S.  for  15  years  altogether 
in  two  separate  terms,  and  has  looked  at  the 

bilateral  relationship  from 
both  countries.  He 
comments,  "You  can  see 
Japan  more  objectively 
once  you  place  yourself 
outside  of  the  country. 
Then,  you  will  better 
understand  what 
Americans  have  to  say 
about  Japan:  Americans 
find  the  Japanese  market 
hard  to  penetrate. 

"It  appears  that  there 
are  still  too  many  barriers, 
both  visible  and  invisible, 
in  Japan.  Those  barriers 
inhibit  free  competition  in 
the  marketplace,  discour- 
aging entrepreneurs  and 
depriving  them  of 
business  opportunities. 

"Why  is  the  United 
States  so  far  ahead  in  the 
digital  revolution?  It  is 
because  there  is  freedom 
for  everyone  to  try  out  all 
possibilities.  Operating  in 
the  U.S.  is  a  valuable  asset 
for  Minolta  because  the 
nation  is  experimenting 
with  digital  technologies 
that  will  dominate  the 
industry  of  the  future." 
Thanks  to  the  market 
freedom  prevailing  in  the 
U.S.,  Minolta's  business  has  been  successful. 
Americans  are  familiar  with  Minolta's  cameras 
and  copiers.  Minolta  supplies  U.S.  manufactur- 
ers with  key  components  of  laser  beam  printers 
that  are  selling  briskly  as  the  demand  for 
personal  computers  increases. 

Fujii's  company,  however,  has  become  what  it 
is  today  only  after  making  untiring  efforts  over 
the  years  to  adapt  itself  to  the  U.S.  business 
climate.  He  says,  "There  was  a  rush  of  Japanese 
companies  to  the  U.S.  setting  up  manufacturing 
facilities  in  the  1980s.  In  my  opinion,  only  one 
out  of  five  of  them  is  really  successful.  The  rest 


are  still  having  a  hard  time,  largely  because  of 
differences  in  terms  of  business  culture  between 
the  two  countries." 

Fujii  says,  "Minolta  is  well-established  in  the 
U.S.  because,  we  believe,  it's  essentially  an 
American  company  with  Americans  managing 
Americans." 

He  is  glad  that  he  is  in  the  place  where  the 
digital  revolution  is  taking  place,  saying,  "You 
can  feel  the  pulse  of  development.  Imagine  the 
driving  force  behind  it:  Out  of  an  estimated  130 
million  personal  computers  worldwide,  roughly 
80  million  are  in  the  U.S.  and  about  half  of  those 
will  be  networked  for  digital  communications 
by  the  year  1995. 

"Opportunities  abound  in  the  area  where 
you  integrate  computer  software,  peripherals 
such  as  scanners  and  printers,  and  communica- 
tions. Success  depends  on  how  to  combine 
devices  and  software  into  a  new  product," 
he  says. 

"Speed  is  vitally  important  in  developing 
new  products  since  what  has  been  a  gradual 
evolution  so  far  is  now  going  into  an 
explosive  phase.  For  speed,  research  and 
development  should  be  done  in  a  place 
where  the  action  is  and  you  are  fully 
committed.  If  you  can't  do  everything  in 
a  timely  fashion  by  yourself,  strategic 
alliances  with  other  companies  help  you 
gain  necessary  speed,"  he  adds. 

According  to  Fujii,  the  U.S.  is  the  place  for  a 
distribution  revolution,  too.  In  the  recent  past, 
distribution  channels  such  as  mass  merchandis- 
ers, warehouse  clubs  and  catalog  showrooms 
emerged  and  all  kinds  of  distribution  methods 
have  been  tried.  He  has  closely  observed  the  ups 
and  downs  of  various  channels  in  the 
marketplace  and  contends:  "Consumers  are 
not  buying  a  product  only  because  it  is  cheaper. 
There  is  a  greater  emphasis  on  customer 
satisfaction,  at  least  for  the  kind  of  products 
Minolta  offers.  To  achieve  higher  customer 
satisfaction,  you  have  to  have  creative 
salespeople  to  listen  to  the  voice  of  the 
customer  and  feed  it  back  to  your  engineers. 
Only  after  that  can  you  offer  the  kind  of 
value  your  customers  are  looking  for." 
He  cites  a  CPU  feature  named  "Watch  Dog" 
that  is  integrated  in  the  new  models  of 
Minolta's  copiers  as  a  good  example.  It 
functions  as  a  watch  dog  to  ensure  automatic 
control  of  machines  without  involving  users. 

"Minolta  is  doing  its  share  to  be  a  part  of  the 
community,"  remarks  the  Minolta  president. 
"Our  endeavors  include  the  sponsoring  of 
exchange  programs  of  high  school  students 
between  Ramsey,  New  Jersey,  where  the 
company  is  headquartered,  and  Fukui 
Prefecture  of  Japan,  and  efforts  accommodating 
minority  hiring  in  our  company."  Q 


Knowledge  With  Wisdom  Is  More  Powerful 
Than  Knowledge  Alone. 

Daiwa  Securities'  financial  technologies  transfigure 
raw  pieces  of  infomation  into  a  solid  gem. 


At  a  securities  firm  as  in  any  case,  knowledge  is  power  of  course. 

The  amount  and  quality  of  knowledge,  or  in  another  word  information,  largely 

affects  the  power  of  any  individual  or  organization. 

Daiwa  Securities,  always  taking  this  point  into  deep  consideration,  has 

established  a  history  of  gaining  highly  qualitative  information  instantly 

through  its  worldwide  financial  network. 

Although,    collecting   significant   information   continuously   is   rather   a 

superficial  factor  for  Daiwa  to  be  one  of  the  most  powerful  financial 

institutions  in  the  world  today. 

Daiwa  further  believes  that  information  must  be  treated  in  a  way  to 

transfigure  it  into  true  power. 

This  treatment  is  adding  "wisdom"  to  information,  which  encompasses  the 

essences  of  "experience,"  "precise  analysis"  and  "innovative  viewpoints." 

The  power  that  leads  Daiwa  to  top  in  various  fields  from  underwriting, 

brokerage,  product  development,  research,  venture  capital,  asset  management 

to  investment  trust  is  the  reinforcement  of  knowledge  with  wisdom. 
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"The  only  thing  we  deliver  or  are  trying  to  deliver  to  our  guests  is  satisfaction. 
We  have  nothing  else." 


Koichi  Satow 

Hotel  Okura  Co.,  Ltd 
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e  have  been  relent- 
lessly pursuing  ways 
to  satisfy  guests  since 
long  before  'customer 
satisfaction'  became  a 
buzz  word,"  says 
Koichi  Satow, 
President  and  General  Manager  of  the  Hotel 
Okura.  "Why,  the  only  thing  we  deliver  or  are 
trying  to  deliver  to  our  guests  is  satisfaction. 
We  have  nothing  else. 

"I  want  our  guests  to  keep  coming  back 
over  and  over  again.  In  fact,  I  am  glad  to  say 
that  most  of  our  guests 
are  repeaters.  That's 
the  best  measure  of 
satisfaction,"  he  continues, 
"but  that's  not  enough. 
You  always  have  to 
go  out  front  for  ultimate 
guest  satisfaction. 

"For  traveling  business 
people,  we  provided  years 
ago  a  business  center  and 
health  facilities.  Both  were 
firsts  in  Japan.  Recently, 
we  have  installed  private 
fax  and  data  lines  with 
individual  numbers, 
which  represent  a  total  of 
2,250  telephone  lines  for 
a  875-room  hotel. 
"We  have  just 
introduced  a  jet-lag- 
fighting  plan  under  the 
supervision  of  Dr.  Mitsuo 
Sasaki,  a  consultant  for 
NASA.  The  plan  consists 
of  physical  exercise, 
relaxation  and  nutrition 
programs.  It  works  for 
busy  travelers. 

"There  are  other 
considerations  to  make 
a  hotel  more  satisfying," 
Satow  declares.  "What  if 
a  mega-earthquake  hits 
you  in  the  middle  of  the 
night  damaging  the  kitchen?  Will  you  say:  'I'm 
sorry,  sir,  no  breakfast?'  Obviously  you  can't. 
In  our  business,  no  excuse  is  accepted  when 
something  goes  wrong.  We  have  provisions  of 
food  and  water  for  three  days. 

"We  have  remodeled  our  facilities  to  make 
our  hotel  more  useful  for  the  physically 
disabled.  Also,  we  are  operating  a  24-hour 
intercom  service  system  so  that  guests  can  call 
us  for  assistance  when  they  are  in  trouble." 
The  Hotel  Okura  president  is  confident  in 
the  services  his  hotel  provides.  But  he  admits 
that  guests  are  becoming  more  value-conscious 


and  there  is  no  accounting  for  personal  tastes. 
Environmental  concerns  motivate  some  people 
to  opt  for  frugality  rather  than  abundance. 

"So,  I  emphasize  the  personal  touch,  which 
enhances  individually  tailored  services," 
Satow  says.  In  this  context,  he  firmly  believes 
that  employee  satisfaction  should  come  first 
before  guest  satisfaction. 

"You  can  be  kind  enough  to  your  guests 
only  when  you  are  happy.  If  you  are  worried, 
you  will  look  worried,  that  won't  make  for 
good  communication,"  he  points  out. 
He  knows  an  employee's  loyalty  and 
productivity  come  from  his  or  her  satisfaction 
with  and  pride  in  the  job. 

Sitting  on  a  Victorian  armchair  in  a  plush 
suite  against  the  backdrop  of  a  very  clean 
window  that  frames  a  part  of  the  old  quarters 
of  the  U.S.  Embassy,  he  reveals  the  sources  of 
his  wisdom:  Dale  Carnegie's  How  to  Win 
Friends  and  Influence  People;  Dr.  Inazo  Nitobe, 
who  taught  him  the  importance  of  common 
sense  when  he  was  young  and  whose  face 
he  sees  printed  on  the  5,000-yen  bank  note; 
and  Reinhold  Niebuhr. 

"  'O  God,  give  us  serenity  to  accept  what 
cannot  be  changed,  courage  to  change  what 
should  be  changed,  and  wisdom  to  distinguish 
the  one  from  the  other.'  "  He  is  serious  in 
quoting  these  words  of  Niebuhr's.  "These 
words  are  what  I  remind  myself  whenever  I 
make  big  decisions.  They  are  divinely  inspired, 
particularly  under  the  present  circumstances  in 
which  things  change  so  rapidly  and  new 
business  concepts  come  and  go." 

Along  with  the  expansion  of  the  Hotel  Okura 
Chain,  both  in  Japan  and  overseas — now 
21  hotels  with  6,318  rooms  altogether — 
Satow' s  management  agenda  keeps  growing, 
and  his  mind  is  put  to  the  test  more  and 
more  frequently. 

The  Hotel  Okura  Chain  has  joined  the  Asia 
Pacific  Council  of  the  International  Hotels 
Environment  Initiative  (IHEI),  which  was 
initiated  by  the  Prince  of  Wales  in  1991. 
"As  a  part  of  the  travel  and  tourism  industry, 
which  is  the  world's  largest  and  provides  200 
million  jobs  worldwide,  we,  too,  are  responsible 
for  the  health  of  the  earth,"  he  says. 

The  Hotel  Okura  has  been  a  symbolic 
presence  in  and  witness  to  the  friendly 
U.S.-Japan  relationship  since  its  inauguration 
four  decades  ago,  because  American  guests 
have  constituted  the  backbone  of  its  business. 
Satow  points  out  with  concern,  "One  out  of 
three  guests  we  had  four  years  ago  was 
American,  compared  to  one  out  of  four  these 
days.  The  over-valued  yen  and  the  sour 
relationship  between  the  two  countries  may 
explain  the  decrease.  But  I'm  sure  Americans 
will  come  back."  Q 


Reach  The  Japanese  Business  Market  With  The  Forbes  "Global  Advantage." 


Forbes'  gutsy,  insightful  business  reporting  is 
now  available  in  four  languages:  English, 
Japanese,  German  and  Chinese. 

Global  marketers  can  reach  the  all-important 
Japanese  business  market  with  Forbes 
Nihonban  -  Forbes'  Japanese  language  edition. 
No  mere  translation  of  the  U.S.  edition,  Forbes 
Nihonban  is  written  and  edited  in  Japan 
specifically  for  the  Japanese  market  with 


Forbes'  unique  editorial  flavor. 

Now  your  advertising  can  reach  Forbes 
Nihonban's  over  100,000  Japanese  executive 
readers  at  a  substantial  discount  with  the 
Forbes  "Global  Advantage."  Advertise  in 
Forbes  U.S.  and  apply  your  earned  frequency 
discount  in  Forbes  Nihonban,  no  matter  how 
small  your  schedule  in  Forbes  Nihonban 
may  be. 


Call  Peler  Scholl.  Forbes  Director  ol  Inlernalioriaf  Advertising.  Tel   21?  020  2442.  Fax:  212  620  2472  or  Shisho  Malsushima.  Forbes  Nihonban  Inter 
national  Marketing  Director.  Tel:  81  3  3222  5461. Fax  81   '.322?  587'J  Address:  Cyosei  Corporation.  4  2  Nistii  Gokencho.  Shinjuku  ku.  Tokyo  162.  Japan 
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"Amway  is  going  to  get  bigger.  Amway  will  assist  more  Japanese  people  who  want  to 
take  a  little  more  control  over  the  direction  of  their  lives." 


Richard  S 

Amway  Japa 
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ou  can  go  to  any  town  in  Japan 
and  find  an  Amway  distribu- 
tor. Anywhere!"  beams 
Richard  Johnson,  President 
of  Amway  Japan  Limited. 

Amway 's  enormous  suc- 
cess in  Japan  is  indeed  stun- 
ning. Since  its  inception  in  1979,  Amway  has 
established  itself  as  one  of  the  largest  and  most 
successful  direct-selling  companies  in  Japan. 

Today,  Amway  distributes  over  125  consumer 
products,  ranging  from  home  care  to  house- 
wares to  nutrition  products,  through  a  net- 
work of  almost  900,000 
distributors  who  renewed 
the  sales  contract  with  the 
company.  The  number 
represents  roughly  1.5%  of 
the  Japanese  population, 
since  a  husband-wife 
couple  comprises  a 
distributor. 

Amway 's  performance 
in  the  1994  fiscal  year  is 
striking.  Despite  the 
current  recession,  the  sales 
jumped  to  ¥157  billion, 
and  the  net  income  ¥20.6 
billion.  Amway  aims  to 
achieve  ¥200  billion  soon. 
With  its  bright  outlook, 
Amway  Japan  listed  its 
stock  on  the  OTC  market 
in  April  1991.  Similarly, 
Amway  Asia  Pacific 
Limited  went  public  on 
the  New  York  Stock 
Exchange  in  December 
1993,  and  also  Amway 
Japan  in  June  1994. 

"By  listing  on  the  New 
York  Stock  Exchange,  we 
gave  the  investors  an 
opportunity  to  compare 
our  stock  with  other 
investment  opportunities 
on  an  equal-term  basis," 
says  Johnson,  expressing 
confidence  in  its  future  growth. 

How  did  Amway  crack  the  Japanese 
market?  Why  did  an  American-bom 
marketing  method  flourish  so  fast  in  a  country 
so  culturally  different? 

Japan  is  a  nation  seen  by  many  outsiders  as 
not  sufficiently  open  to  foreign  companies.  The 
country  has  been  criticized  for  social  practices 
and  customs  that  are  perceived  as  hindering 
imports.  In  the  case  of  Amway,  the  company  is 
successful,  not  in  spite  of,  but  because  of  the 
Japanese  culture. 

"Amway 's  business  concept  of  'relationship 


Johnson 

n  Limited 


marketing'  works  even  better  in  Japan  than 
in  the  U.S.,  because  it  fits  the  nature  of 
the  Japanese  culture:  Japanese  people  place 
a  high  value  on  close  personal  relationships," 
observes  Johnson. 

Amway 's  approach  is  simple:  Distributors 
demonstrate  and  sell  products  in  the  home 
of  the  consumer.  Its  products  do  not  go 
through  multi-layered  distribution  systems. 
Instead,  Amway  distributors  rely  heavily 
on  personal  relationships  with  friends, 
neighbors  and  relatives. 

"But  this  works  only  when  the  product  is 
good  quality  and  earns  quick  acceptance.  Only 
good  products  sell  because  distributors  will  not 
compromise  personal  relationships  just  to  sell 
products,"  Johnson  adds. 

"A  good  example  is  a  water  purifier  specially 
designed  for  the  Japanese  consumers. 
We  developed  The  Amway  Water 
Treatment  System  taking  the  chemical 
characteristics  of  Japanese  water  into 
consideration.  Thanks  to  these  efforts, 
it  has  proved  to  be  one  of  Amway 's  most 
successful  products,  not  only  in  Japan,  but 
anywhere  in  the  world,"  he  says. 

As  its  huge  success  has  secured  it  "a  true 
part  in  the  Japanese  community,"  Amway 
has  been  actively  seeking  "to  pay  the 
community  back."  One  way  Amway  does 
this  is  through  sponsoring  cultural  events, 
mostly  by  bringing  American  arts  and  music 
to  Japan. 

Another  is  by  making  contributions  to  efforts 
to  preserve  the  environment,  one  of  the 
strongest  concerns  for  Amway  since  its 
establishment  in  1959.  Amway  Japan  formed 
the  "Amway  Nature  Center"  in  1989  and  set  up 
a  fund  within  the  company  to  "raise  the 
consciousness  of  the  huge  family  of  distributors 
to  become  better  environmental  citizens." 
The  fund  is  "used  to  make  contributions  to 
local  environmental  problems  in  Japan." 

Amway 's  growth  in  Japan  is  still  going  strong 
and  Johnson  is  ambitious.  "We  are  going  to  get 
bigger.  That  is  a  clear  objective  of  ours." 

Johnson  says,  "Amway  is  planning  to  add 
new  business  lines  and  is  seeking  around  the 
globe  investors  and  companies  that  have  prod- 
ucts and  the  willingness  to  join  us  in  the 
Japanese  market. 

"Then,  our  distributors  will  find  ever- 
broadening  lines  of  products  and  services  that 
will  be  increasingly  easy  to  offer  to  a  widening 
audience  of  customers." 

He  adds,  "Most  important  for  the  company  is 
that  there  will  be  a  greater  number  of  people  in 
Japan  who  find  they  would  like  to  take  a  little 
more  control  over  the  direction  of  their  lives." 

He  hopes  that  they  will  find  Amway  to  be 
"the  company  that  can  facilitate  that  desire."  Q 
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The  center  of  Tokyo  400  years  ago  and  now. 
In  its  heart  for  30  years,  The  New  Otani. 

In  celebration  of  our  30th  anniversary,  we  would  like  to  offer 
you  membership  in  the  New  Otani  Club. 
In  addition  to  the  extraordinary  L 

service  guests  are  accustomed  to  at        SjT^^^^mW^  \%*. 
The  New  Otani,  some  of  the 
additional  privileges  New  Otani  Club 
members  enjoy  include: 

•VIP  priority  when  making  reservations 

•Special  discounted  room  rates  for  members  and  their  guests 

•Express  check-in 

•Complimentary  breakfast  each  day  of  your  stay 

•Morning  newspaper  delivered  to  your  room 

•Extended  check-out  time 

To  become  a  member,  please  contact  one  of  the  New  Otani 

sales  offices  listed  below. 

FOR  RESERVATIONS  AND  INFORMATION 


NEW  YORK  (212)308-7491 

U.S.A.  &  CANADA  TOLL  FREE 
(800)421-8795 
(800)273-2294(CAonly) 


LONDON 
HONG  KONG 
TOKYO 
OSAKA 


(0171)584-6666 
(852)2529-2766 
(81-3)3221-2016 
(81-6)941-7021 


NEW  OTANI  HOTELS 
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TOKYO  •  MAKUHARI  •  OSAKA  •  KOBE  •  HAKATA  •  SAPPORO 
LOS  ANGELES  •  HONOLULU  •  SINGAPORE  •  BEIJING 


Who's  where  in  the  stock  market 

Are  stocks  cheap?  is  a  dumb  question.  The  smarter  way  to  ask  it  is: 

Are  they  cheap  relative  to  their  earnings  potential  and  to  the  cost  of  money? 


By  Ronald  Boone  Jr. 

By  and  large,  the  profitability  yardsticks  and  industry 
surveys  throughout  this  issue  evoke  an  economy  that  was 
strong  in  1994  and  is  entering  1995  with  the  wind  at  its 
back.  Momentum  is  especially  strong  in  such  key  sectors  as 
consumer  durables,  chemicals,  health,  computers  and 
communications,  and  capital  goods. 

But  while  Main  Street  is  thriving,  Wall  Street  is  in  a  funk. 
Since  last  February — when  the  Standard  &  Poor's  500 
peaked — the  index  is  down  7%.  The  common  stocks  of 
such  companies  as  gm,  Bethlehem  Steel  and  Chase  Man- 
hattan have  crumbled  to  the  point  where  they  sell  at  less 
than  six  times  estimated  1995  earnings. 

There  are  many  factors  involved  in  this  disparity  be- 
tween Main  and  Wall  streets,  but  two  stand  out.  One: 
During  the  bull  market  of  1991-93,  stock  prices  were  bid 
to  levels  that  were,  by  any  historical  standard,  excessive.  By 
the  summer  of  1993,  the  S&P  500  was  selling  at  about  20 
times  trailing  12-month  earnings;  its  dividend  yield  was 
just  2.5%.  For  the  past  four  decades,  stocks  have  traded  at 
an  average  15  times  earnings  and  yielded  3.7%.  So,  based 
solely  on  past  relationships  among  prices,  earnings  and 
income,  a  stock  market  correction  of  some  magnitude  was 
likely. 

The  other  factor,  of  course,  is  the  cost  of  money.  Stock 
prices  exploded  in  the  early  1990s  because  money  became 
so  cheap.  With  money  market  funds  paying  2.5%,  why  not 
buy  stocks  yielding  2%  with  upside  potential?  Then  Alan 
Greenspan  began  pushing  the  Fed  funds  rate  back  up — by 
250  basis  points,  to  5.5%  as  1994  ended.  Stock  yields 
suddenly  looked  a  lot  less  enticing. 

What's  in  store  on  Wall  Street  this  year  depends  largely 
on  Mr.  Greenspan  (or  his  successor:  The  chairman's  term 


ends  in  March  1996).  But  even  if  the  Fed  continues  to  raise 
rates,  stock  prices  of  many  companies  have  been  ham- 
mered enough  over  the  past  year  to  remove  a  large 
measure  of  risk,  especially  in  relation  to  the  companies' 
earnings  potential. 


Industry 


Financial  services 
Insurance 
Electric  utilities 
Consumer  durables 
Aerospace  &  defense 

Construction 

Transport 

Metals 

Consumer  nondurables 

Chemicals 


Industry  average  P/E 
1995     latest 
est     12  mos 


8.2  9.7 

9.4  12.1 

10.3  12.0 

10.9  15.0 

11.3  15.8 


11.5 
12.2 
12.9 
13.1 
13.4 


17.2 
16.1 
21.7 
15.9 
20.1 


Capital  goods 

13.6 

20.2 

Forest  products  &  packaging 

13.6 

28.8 

Business  services  &  supplies 

14.1 

18.8 

Food  distributors 

14.2 

19.7 

Retailing 

14.2 

19.8 

Food  drink  &  tobacco 

14.5 

20.6 

Computers  &  communications 

14.7 

20.4 

Travel 

15.0 

17.6 

Energy 

15.9 

20.6 

Health 

15.9 

22.1 

Entertainment  &  information 

16.7 

17.7 

Although  inves- 
tors have  been 
bearish,  security 
analysts  are  bull- 
ish about  corpo- 
rate earnings  pros- 
pects. Based  on 
consensus  esti- 
mates from 
IBES,  Inc.,  the  fi- 
nancial services 
sector  has  the  low- 
est estimated 
1995  P/E  multiple. 
Even  the  most 
expensive  group, 
entertainment  & 
information,  sell- 
ing for  almost  17 
times  estimated 
earnings,  is 
priced  below 
where  the  mar 
ketwasjusta 
few  months  ago. 


EPS 

EPS 

1995 

estimate 

Current  1 
yield 

1995 
estimate 

Current 
yield 

price 
hange 

Recent 

nge 

Recent 

Rank 

Com 

% 

price 

$ 

% 

Rank 

Company 

»/ 

'0 

price 

$ 

% 

1196 

AAR 

-66.3 

I21/e 

0.95 

4.0 

1198 

Air  &  Water  Tech 

-69.0 

6% 

NA 

0.0 

277 

Abbott  Laboratories 

90.4 

32% 

2.09 

2.3 

56 

Air  Express  Intl 

331.0 

28'A 

1.94 

0.8 

NR 

Abex 

NA 

6V2 

NA 

0.0 

269 

Air  Prods  &  Chems 

92.7 

46V4 

3.08 

2.1 

647 

ABM  Industries 

23.0 

20% 

NA 

2.6 

786 

Airborne  Freight 

7.4 

19 

1.99 

1.6 

922 

Acme  Metals 

-8.3 

16V2 

2.46 

0.0 

46 

Airgas 

376.1 

27% 

1.20 

0.0 

1189 

Actava  Group 

-62.5 

9% 

NA 

0.0 

NR 

AirTouch  Commun 

NA 

28% 

0.37 

0.0 

NR 

ACX  Technologies 

NA 

37% 

2.10 

0.0 

NR 

AK  Steel  Holding 

NA 

28% 

7.79 

0.0 

145 

Adams  Res  &  Energy 

157.7 

8% 

NA 

0.4 

422 

Akzo  Nobel 

55.6 

57% 

6.13 

3.1 

489 

Adia  Services 

43.9 

351/.. 

2.25 

0.5 

996 

Alaska  Air  Group 

-17.6 

17 

1.55 

0.0 

101 

Advanced  Micro 

212.7 

24% 

3.63 

0.0 

862 

Albany  International 

-2.6 

18% 

1.30 

1.9 

154 

ADVO 

150.0 

18V4 

1.24 

0.5 

NR 

Albemarle 

NA 

14% 

0.93 

1.4 

1011 

Aetna  Life  &  Cas 

-19.2 

45% 

6.01 

6.0 

732 

Alberto-Culver 

13.2 

251/4 

1.77 

1.1 

173 

Aflac 

137.8 

34% 

3.21 

1.3 

205 

Albertson's 

116.2 

30 

1.81 

1.5 

NR 

AGCO 

NA 

34Va 

4.03 

0.1 

770 

Alcan  Aluminium 

9.3 

25 

1.67 

1.2 

931 

HF  Ahmanson 

-9.2 

17V4 

2.39 

5.1 

366 

Alco  Standard 

67.4 

57% 

3.55 

1.7 

Note:  Except  as  indicated,  price  changes  are 

from  Dec 

31,  1989  to  Nov.  16 

,  1994.    NR: 

^lot  ranked  because  of  merger,  spinoff, 

reorganization,  new  issue  or  conversion 

to  stock 

company.    *  Four-year  price  change. 

tThree- 

year  price  change. 

{Does  not  reflect  special  cas 

i  dividend 

paid  or  distribution  of  stock  ir 

another  company 

NA:  Not 

available. 

Sources:  Forbes;  Wilshire  Associates: 

Market  G 

uide  &  IBES,  Inc.  via  OneSource  Information  Sen 

/ices. 
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Rank     Company 


5-year  EPS 

price                          1995  Current 

change  Recent     estimate  yield 

%  price            $  •" 


161 

Alex  Brown 

147.7 

26% 

4.51 

2.6 

1092 

Alexander  &  Alexander 

-34.7 

20 

1.07 

0.5 

1115 

Alexander  &  Baldwin 

-39.0 

22% 

1.78 

3.8 

318 

Alleghany 

79.2 

148% 

NA 

0.0 

507 

Allegheny  Ludlum 

42.1 

19% 

1.41 

2.5 

863 

Allegheny  Power 

-2.7 

20% 

1.97 

8.0 

42 

Allen  Group 

403.9 

24% 

1.31 

0.6 

344 

Allergan 

72.7 

30 

1.85 

1.5 

1094 

Alliance  Pharmaceut 

-35.1 

7% 

-1.44 

0.0 

121 

AlliantTechsystems 

183.0* 

37% 

3.80 

0.0 

112 

Allied  Group 

195.8 

26% 

3.34 

2.3 

255 

AlliedSignal 

95.7 

34% 

3.09 

2.0 

417 

Allmerica  Prop  &  Cas 

56.1 

15% 

2.31 

1.0 

NR 

Allstate 

NA 

23% 

2.99 

3.0 

477 

Alltel 

46.0 

28% 

1.83 

3.4 

NR 

AM  International 

NA 

10 

NA 

0.0 

619 

AMC  Entertainment 

26.lt 

10% 

0.60 

0.0 

1061 

Amdahl 

-27.0 

10% 

0.71 

0.0 

870 

Amerada  Hess 

-3.3 

47% 

1.55 

1.3 

NR 

Amerco 

NA 

17% 

NA 

0.0 

1226 

America  West  Airlines 

-90.1 

10 

1.35 

0.0 

345 

American  Bankers 

72.6 

20% 

3.04 

3.5 

879 

American  Brands 

^*.6 

33% 

3.47 

5.9 

488 

Amer  Business  Prods 

43.9 

20% 

1.95 

3.9 

867 

American  Electric 

-3.0 

32 

2.85 

7.5 

944 

American  Express 

-10.41 

31% 

3.05 

2.9 

317 

American  General 

79.2 

28 

3.24 

4.1 

391 

American  Greetings 

61.0 

28% 

2.28 

2.0 

683 

American  Home  Prods 

19.5 

64V4 

5.10 

4.7 

352 

American  Intl  Group 

71.0 

94% 

7.53 

0.5 

715 

American  Maize 

15.9 

22% 

NA 

2.8 

57 

American  Medical 

324.4* 

23% 

1.40 

0.0 

548 

American  Natl  Ins 

35.5 

46% 

6.00 

5.0 

963 

American  Premier 

-12.7J 

24 

1.84 

3.7 

334 

American  President 

75.1 

24% 

2.78 

1.6 

NR 

American  Re 

NA 

28% 

2.96 

0.0 

264 

American  Stores 

94.7 

27% 

2.26 

1.7 

467 

American  Water  Works 

47.6 

26% 

2.47 

4.0 

692 

Ameritech 

18.4 

40% 

3.19 

4.8 

1032 

Ameron 

-22.8 

35% 

3.55 

3.6 

NR 

Ames  Dept  Stores 

NA 

3 

NA 

0.0 

574 

Ametek 

32.4 

17% 

1.37 

1.3 

24 

Amgen 

596.4 

56% 

3.69 

0.0 

740 

Amoco 

12.4 

61% 

4.18 

3.6 

374 

AMP 

64.0 

73 

4.04 

2.3 

132 

Amphenol 

169.4t 

24% 

1.11 

0.0 

951 

AMR 

-11.0 

51% 

5.84 

0.0 

1188 

Amsco  International 

-61.4t 

8% 

0.82 

0.0 

291 

NR 

1126 

76 


AmSouth  Bancorp 
Amtran 
Anacomp 
Analog  Devices 


84.7 

NA 

-41.2 

266.7 


29% 
7% 
2% 

35% 


3.34 

1.15 
0.46 
1.81 


5.2 

0.0 
0.0 
0.0 


13 

Anchor  Bancorp 

909.1 

13% 

1.93 

0.0 

29 

Andrew 

530.6 

51% 

1.83 

0.0 

981 

Angelica 

-14.8 

25% 

1.78 

3.6 

585 

Anheuser-Busch  Cos 

31.2 

50% 

4.30 

3.2 

137 

AnnTaylor  Stores 

166.lt 

40% 

1.91 

0.0 

279 

Anthem  Electronics 

90.0 

33% 

2.36 

0.0 

626  Anthony  Industries  25.1  16%  1.30  2.5 

727  Aon  14.1  321/a  3.37  4.0 

503  Apache  42.2  26%  1.01  1.1 

713  Apogee  Enterprises  16.1  18  1.25  1.8 

712  Apple  Computer  16.1  41  3.47  1.2 

1083  Applied  BioScience  -31.4          5%  0.38  0.0 

21  Applied  Materials  617.5  51%  3.19  0.0 


5-year 

EPS 

price 

1995 

Current 

change 

Recent 

estimate 

yield 

Rank 

Company 

% 

price 

$ 

% 

776 

Applied  Power 

8.3 

24% 

1.77 

0.5 

474 

Arbor  Drugs 

46.7 

22 

1.42 

1.4 

419 

Archer  Daniels 

55.9 

18% 

1.24 

0.5 

650 

Argonaut  Group 

22.9 

28% 

3.45 

4.1 

NR 

Arkansas  Best 

NA 

12V2 

1.35 

0.3 

1110 

Armco 

-38.4 

6% 

0.45 

0.0 

746 

Armstrong  World  Inds 

12.1 

41% 

4.89 

3.1 

14 

Arrow  Electronics 

890.3 

38% 

3.52 

0.0 

390 

Arvin  Industries 

61.1 

25% 

2.35 

3.0 

884 

Asarco 

-5.0 

28% 

2.68 

1.4 

892 

Ashland  Oil 

-5.6 

37% 

3.36 

2.9 

288 

Assoc  Natural  Gas 

86.1 

38% 

1.87 

0.3 

158 

AST  Research 

148.2 

12% 

-1.29 

0.0 

729 

AT&T 

13.5 

51% 

3.60 

2.6 

1089 

Guy  F  Atkinson 

-33.3 

10 

NA 

0.0 

834 

Atlanta  Gas  Light 

2.1 

31 

2.34 

6.7 

972 

Atlantic  Energy 

-13.6 

16% 

1.75 

9.3 

906 

Atlantic  Richfield 

-6.8 

103% 

6.55 

5.3 

181 

Automatic  Data 

133.2 

57% 

2.73 

1.1 

420 

AutoZone 

55.7t 

26% 

0.96 

0.0 

831 

Avery  Dennison 

2.3 

33% 

2.28 

3.3 

NR 

Aviall 

NA 

10% 

1.00 

0.4 

639 

Avnet 

24.2 

38% 

2.97 

1.6 

355 

Avon  Products 

70.5J 

62% 

4.31 

3.2 

1118 

Avondale  Industries 

^10.0 

7% 

NA 

0.0 

1068 

Aztar 

-28.8 

5% 

0.58 

0.0 

1002 

J  Baker 

-18.2 

16% 

2.08 

0.4 

1045 

Baker  Hughes 

-24.0 

19% 

0.75 

2.4 

974 

Ball 

-14.lt 

28% 

2.20 

2.1 

1180 

Bally  Entertainment 

-58.7 

6% 

0.70 

0.0 

902 
547 
711 
520 
498 
449 


NR 
627 
754 
439 
811 
772 

323 
295 
645 
NR 
360 
441 

935 
394 
945 
506 
517 
433 


Baltimore  G&E 

Banc  One 

Bancorp  Hawaii 

Bandag 

Bank  of  Boston 

Bank  of  New  York 


431  BankAmerica 

NR  Bankers  Life  Holding 

499  Bankers  Trust  NY 

514  BanPonce 

217  Banta 

675  CR  Bard 


Barnes  &  Noble 
Barnes  Group 
Bamett  Banks 
Bassett  Furniture  Inds 
Bausch  &  Lomb 
Baxter  International 

BayBanks 

Bear  Stearns  Cos 

Bearings 

Beazer  Homes  USA 

Beckman  Instruments 

Becton  Dickinson 

Bell  Atlantic 
Bell  Industries 
BellSouth 
AH  Belo 
Bemis 
Beneficial 


917  Bergen  Brunswig 

649  WR  Berkley 

184  Berkshire  Hathaway 

2  Best  Buy 

897  Bethlehem  Steel 

412  Betz  Laboratories 

154  Beverly  Enterprises 


-6.5 
35.5 
16.3 
39.2 
42.8 
50.9 

53.7 
NA 
42.6 
40.7 
111.3 
20.3 

NA 

25.0 

11.4 

52.6 

4.6 

9.0t 

77.6 
83.4 
23.3 
NA 
68.3 
51.9 

-9.9 
60.6 
-10.6 
42.1 
39.6 
53.6 

-7.7 
23.0 

131.1 

2087.5 

-6.1 

56.7 

150.0 


21% 
26% 
25% 
58% 
27% 
30% 

41% 

18% 

59 

30% 

32% 

26% 

27% 

36% 

40% 

29% 

34 

27% 

55% 
15% 
34% 
12% 
29% 
47 

50% 

22% 

51% 

54 

24 

37% 

18 
33 
20,050 
43% 
17% 
46% 
15 


2.05 
3.48 
3.33 
3.68 
3.93 
4.06 

6.02 
2.73 
9.82 
NA 
2.60 
2.07 

1.20 
3.60 
5.14 
2.01 
3.11 
2.28 

5.85 
1.94 
2.18 
2.12 
2.35 
3.35 

3.81 
1.52 
4.46 
3.44 
1.54 
4.52 

1.64 
2.52 
NA 
2.07 
3.42 
2.64 
0.98 


7.1 
4.7 
4.1 
1.4 
4.0 
4.2 

3.9 
3.3 
6.1 
3.3 
1.6 
2.3 

0.0 
4.4 
4.1 
2.7 
2.9 
3.9 

3.2 
3.8 

2.1 
0.0 
1.3 
1.7 

5.5 
0.0 
5.3 
1.1 
2.3 
4.6 

2.7 
1.3 
0.0 
0.0 
0.0 
3.1 
0.0 


Note:  Except  as  indicated,  price  changes  are  from  Dec.  31,  1989  to  Nov.  16,  1994.    NR:  Not  ranked  because  of  merger,  spinoff,  reorganization,  new  issue  or  conversion  to  stock 
company.    'Four-year  price  change.    tThree-year  price  change.    tDoes  not  reflect  special  cash  dividend  paid  or  distribution  of  stock  in  another  company.    NA:  Not  available. 
Sources:  Forbes;  Wtlshire  Associates;  Market  Guide  &  IBES.  Inc.  via  OneSource  Information  Services. 
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5-year  EPS 

price  1995       Current 

change      Recent     estimate      yield 


5-year 

EPS 

price 

1995 

Current 

change 

Recent 

estimate 

yield 

Rank 

Company 

% 

price 

$ 

% 

324 

BIC 

77.5 

27% 

2.33 

2.9 

179 

Casey's  General  Store 

133.7 

13 

0.97 

0.6 

242 

BigB 

100.C 

12% 

1.04 

1.3 

478 

AM  Castle  &  Co 

45.6 

12V2 

1.90 

2.9 

654 

Bindley  Western  Inds 

22.6 

12% 

1.36 

0.6 

1035 

Castle  Energy 

-23.0 

14V4 

NA 

0.0 

174 

Biogen 

137.3 

39% 

-0.08 

0.0 

259 

Caterpillar 

95.2 

56'/2 

5.42 

1.1 

635 

Birmingham  Steel 

24.6 

231/4 

1.97 

1.7 

843 

CBI  Industries 

0.2 

21% 

1.70 

2.2 

606 

Black  &  Decker 

27.6 

24% 

1.66 

1.6 

429 

CBS 

53.9 

57% 

3.80 

0.7 

569 

Blair 

32.9 

40% 

5.00 

5.1 

186 

H&R  Block 

128.5 

4iye 

2.38 

3.0 

812 

Block  Drug 

4.4 

34'A 

2.41 

3.1 

55 

Blount 

331.3 

44% 

3.38 

1.3 

302 

Boatmen's  Bancshs 

82.0 

291/s 

3.65 

4.7 

268 

Bob  Evans  Farms 

92.9 

20'/4 

1.47 

1.4 

NR  CCP  Insurance 

681  CDI 

NR  Cell  Genesys 

1178  Centerior  Energy 

584  Centex 

566  Centocor 


NA 
19.8 

NA 

-58.2 

31.2 

33.5 


14% 
17% 
6% 
8% 
20V4 
16% 


3.05 
1.28 

-1.54 
1.57 
2.24 

-0.36 


835 

Borland  Intl 

1.9 

lOVa 

-0.24 

0.0 

755 

Boston  Edison 

11.3 

221/4 

2.48 

7.9 

921 

Bowater 

-8.1 

25% 

1.10 

2.4 

NR 

Bradlees 

NA 

15'/8 

1.98 

4.0 

151 

Briggs  &  Stratton 

151.6 

331/2 

3.64 

3.0 

87 

Brinker  Intl 

244.5 

22% 

1.09 

0.0 

796 

Bristol-Myers  Squibb 

6.3 

591/2 

4.80 

4.9 

471 
738 
620 
NR 
809 
896 


Ceridian 
Champion  Intl 
Charming  Shoppes 
Charter  Medical 
Chase  Manhattan 
Chemed 


46.9 
12.5 
25.9 
NA 
4.7 
-6.0 


26% 
36 

6% 
25V4 
36% 
33% 


1.63 
2.30 
0.74 
2.74 
6.13 
2.57 


848 
691 
1063 
1114 
586 
427 


Brown-Forman 
Brown  Group 
Browning-Ferris  Inds 
Bruno's 
Brunswick 
Burlington  Coat 


-0.6 
18.4 
-27.4 
-39.0 
31.0 
54.2 


29% 

321/e 

28Va 

9 

18V2 

111A 


2.33 
2.88 
1.78 
0.59 
1.68 
1.35 


3.4 
5.0 
2.4 
2.9 
2.4 
0.0 


6 

Cabletron  Systems 

1220.0 

49V2 

2.66 

0.0 

423 

Cablevision  Systems 

55.6 

57% 

-8.22 

0.0 

447 

Cabot 

51.2 

271/2 

2.32 

2.0 

852 

Cadence  Design 

-1.2 

21 

1.26 

0.0 

537 

Caesars  World 

37.0 

42Ve 

3.99 

0.0 

367 

Caldor 

67.4t 

30Vs 

3.52 

0.0 

720 
142 
8 
414 
757 
1100 


Circus  Circus 
Cirrus  Logic 
Cisco  Systems 
Citicorp 

Citizens  Utilities 
CKE  Restaurants 


15.2 

161.9 

1107.7* 

56.3 

10.9* 

-36.0 


21V2 
271/2 
33% 
451/s 
13 


1.99 
2.50 
1.67 
6.28 
0.81 
0.60 


531 

Canon 

37.5 

88 

2.38 

0.7 

466 

Capital  Cities/ABC 

48.0 

83'/2 

4.76 

0.2 

78 

Cardinal  Health 

261.7 

45% 

1.94 

0.3 

NR 

Caremark  Intl 

NA 

19% 

1.46 

0.2 

244 

Carlisle  Cos 

99.2 

32% 

2.57 

2.4 

202 

Carnival 

118.2 

21% 

1.63 

1.4 

1146 

751 

685 

NR 

NR 

1066 

NR 


Carolina  Freight 
Carolina  Power  &  Lt 
Carpenter  Technology 
Carr-Gottstein  Foods 
Carson  Pirie  Scott 
Carter-Wallace 
Case 


-47.3 

11.6 

19.4 

NA 

NA 

-28.4 

NA 


9% 
25% 
56% 

71/2 

20 

13% 

20 


0.50 
2.36 
4.50 
0.71 
2.13 
0.90 
2.50 


0.0 
6.6 
4.2 
0.0 
0.0 
2.4 
1.0 


1088 
216 
666 
997 
129 
784 

696 

NR 

258 

644 

NR 

NR 

1158 


CNA  Financial 
Coachmen  Industries 
Coast  Savings  Finl 
Coastal 
Coca-Cola 
Coca-Cola  Bottling 

Coca-Cola  Enterprises 

Coleman 

Colgate-Palmolive 

Collagen 

Collins  &  Aikman 

Coltec  Industries 

Columbia  Gas  System 


-33.3 
111.3 
21.3 
-17.6 
170.5 
7.5 

18.0 

NA 

95.3 

23.5 

NA 

NA 

-50.7 


65% 
14 

l41/4 

271/4 
52  V* 
25 

18% 
32V2 
62 
23 

81/2 

18'/2 

25% 


3.54 
2.10 
1.78 
2.40 
2.34 
2.10 

0.57 
1.98 
4.35 
0.80 
1.91 
1.70 
3.34 


0.5 
0.0 
0.0 
9.3 
1.0 
0.0 


728 

Boeing 

14.0 

451/s 

2.21 

2.2 

828 

Central  &  So  West 

2.8 

20% 

2.08 

8.2 

139 

Boise  Cascade 

^5.9 

24 

1.13 

2.5 

833 

Central  Hudson  G&E 

2.1 

24 

2.70 

8.7 

187 

Borden 

-60.4 

13% 

0.78 

0.3 

1127 

Central  Maine  Power 

-41.2 

12% 

1.19 

7.4 

NR 

Borg-Warner  Auto 

NA 

241/2 

3.10 

2.4 

690 

Central  Newspapers 

18.7 

27 

2.01 

2.1 

NR 

Borg-Warner  Security 

NA 

9'/2 

1.28 

0.0 

907 

Central  Steel  &  Wire 

-6.9 

605 

NA 

6.6 

835 

Borland  Intl 

1.9 

lOVa 

-0.24 

0.0 

1118 

Cephalon 

-40.0t 

8% 

-1.82 

0.0 

0.0 
0.6 
1.3 

0.0 
4.4 
6.1 


376 

British  Airways 

63.8 

61% 

5.71 

3.6 

662 

Chemical  Banking 

21.8 

36% 

6.03 

4.8 

641 

British  Petroleum 

24.1 

8iye 

5.21 

2.7 

407 

Chesapeake 

58.5 

3l1/2 

2.58 

2.3 

NR 

Broadway  Stores 

NA 

12 

0.66 

0.0 

621 

Chevron 

25.8 

42% 

3.20 

4.3 

253 

Broken  Hill 

96.2 

57% 

3.44 

2.4 

NR 

Chicago  &  N  Western 

NA 

20'/2 

2.21 

0.0 

1200 

Brooke  Group 

-69.91 

3Vs 

NA 

0.0 

1041 

Chiquita  Brands  Intl 

-23.7 

13V4 

1.16 

1.5 

806 

Brooklyn  Union  Gas 

5.1 

221/2 

1.86 

6.0 

143 

Chiron 

161.0 

74% 

1.99 

0.0 

136 

Chrysler 

168.4 

51 

10.33 

2.0 

462 

Chubb 

48.8 

70% 

7.01 

2.6 

671 

Church  &  Dwight 

20.7 

22% 

1.23 

1.9 

726 

Cigna 

14.1 

67% 

7.11 

4.5 

1009 

CILcorp 

-19.0 

31 

2.83 

7.9 

1084 

Cincinnati  Bell 

-32.1 

18V2 

1.21 

4.3 

NR 

Burlington  Industries 

NA 

10 

1.44 

0.0 

300 

Cincinnati  Financial 

82.5 

48% 

4.27 

2.6 

425 

Burlington  Northern 

54.8 

48% 

5.28 

2.5 

496 

Cincinnati  Milacron 

42.9 

25 

1.83 

1.4 

016 

Burlington  Resources 

-20.4 

38% 

1.56 

1.4 

813 

CINergy 

4.2 

21% 

2.18 

7.9 

239 

Butler  Manufacturing 

101.4 

34% 

3.43 

1.2 

185 

Cintas 

130.4 

34% 

1.58 

0.5 

NR 

Buttrey  Food  &  Drug 

NA 

7% 

0.21 

0.0 

710 

Cipsco 

16.4 

26% 

2.42 

7.5 

984 

BWIP  Holding 

-15.7t 

18% 

1.44 

2.1 

171 

Circuit  City  Stores 

139.1 

26 

1.84 

0.4 

0.0 
0.0 
0.0 
1.3 
0.0 
1.0 


1225 

California  Federal 

-89.4 

10% 

1.26 

0.0 

298 

Clark  Equipment 

82.9 

67 

7.22 

0.0 

1103 

CalMat 

-36.5 

19Ve 

1.13 

2.1 

48 

Clayton  Homes 

360.4 

l31/4 

1.10 

0.0 

NR 

Cameo  International 

NA 

20% 

1.29 

1.0 

558 

Clorox 

34.5 

56'/2 

3.74 

3.4 

448 

Campbell  Soup 

51.0 

441A 

2.76 

2.8 

640 

Club  Med 

24.2 

23% 

0.42 

1.3 

1080 

Canadian  Pacific 

-30.9 

15% 

1.11 

2.1 

100 

CML  Group 

214.6 

10% 

1.21 

0.7 

20 

Canandaigua  Wine 

657.6 

331A 

2.33 

0.0 

1129 

CMS  Energy 

^11.4 

221/. 

2.25 

3.8 

0.0 

1.7 
0.0 
1.5 
1.5 
4.0 

0.3 
0.0 
2.6 
0.7 
0.0 
0.0 
0.0 


Note:  Except  as  indicated,  price  changes  are  from  Dec.  31,  1989  to  Nov.  16,  1994.    NR:  Not  ranked  because  of  merger,  spinoff,  reorganization,  new  issue  or  conversion  to  stock 
company.    *Four-year  price  change.    tThree-year  price  change.    iDoes  not  reflect  special  cash  dividend  paid  or  distribution  of  stock  in  another  company.    NA:  Not  available. 
Sources:  Forbes;  Wilshire  Associates;  Market  Guide  &  IBES,  Inc.  via  OneSource  Information  Services. 
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hobii 


We  have  been  insuring  businesses,  homes  and  personal 
property  for  the  past  112  years. 

What  began  as  a  small  venture  to  insure  clipper  ships  and  their  cargo  in 
1882  has  become  a  global  insurance  business  of  substantial  proportions. 
♦  Being  in  business  long  enough  to  have  insured  both  the  earliest  indus- 
tries and  today's  micro  technologies  has  given  us  the  knowledge  and  the 
experience  to  find  innovative  ways  to  protect  our  clients  —  both  large 
and  small  —  in  areas  as  critical  as  electronics  and  as  complicated  as 
finance.    ♦    Over  time,  we  have  also  gained  an  appreciation  for  the 
timeless  value  of  unique  homes.  We  have  acquired  the  skills  and  kn~* 

edge  to  help  protect  a  homeowner's  invest- 
ment and,  not  co incidentally,  learned  what  it 
takes  to  replace  the  irreplaceable.  ♦  Through 
the  years,  we've  stood  by  our  policyholders, 
helping  them  prevent  and  control  losses,  and 
4      compensating  them  quickly  and  justly,  after 
'     disasters  like  the  1906  San  Francisco  quake  or 
last  year's  hurricanes.    ♦    Like  an  eons-old  diamond,  the  value  of  insur- 
ance from  Chubb  has  increased  over  the  last  century.  And  if  we've 
learned  anything  from  the  past,  it's  that  time  is  only  as  valuable  as  what 
may  be  learned  from  it.  Call  us  at  1-800-36  CHUBB. 


{HP 


Insure  your  world  with  Chubb 


For  promotional  purposes,  Chubb  refers  to  member  insurers  of  the  Chubb  Group  of  Insurance 
Companies  who  issue  coverage. 


CHUBB 


Rank     Company 


5-year  EPS 

price  1995  Current 

change  Recent     estimate  yield 
%           price           $  "' 


5 

Columbia/HCA 

410 

Comcast 

903 

Comdisco 

368 

Comerica 

341 

Commerce  Bancshs 

1012 

Commerce  Clearing 

1273.9* 

39% 

2.90 

0.3 

57.8 

17% 

-0.37 

0.5 

-6.7 

22 

2.50 

1.6 

67.1 

26% 

3.59 

4.8 

73.2 

30% 

3.18 

2.2 

-19.8 

17V4 

0.98 

4.1 

Rank     Company 


1044     Delta  Air  Lines 
929     Delta  Woodside  Inds 
995     Deluxe 


5-year  EPS 

price  1995       Current 

change  Recent     estimate      yield 
%  price 


-24.0 

-9.0 

-17.5 


517/a 
10% 


26  Commerce  Group  Inc 

40  Commercial  Federal 

627  Commercial  Intertech 

416  Commercial  Metals 

894  Commonwealth  Energy 

104  Compaq  Computer 


550.0 

429.0 

25.0 

56.2 

-5.9 

202.8 


16% 
20% 
18% 
25% 
36% 
40Ve 


2.35 
3.44 
1.52 
2.02 
4.24 
3.84 


1.2 
0.0 
2.7 
1.9 
8.3 
0.0 


41 

Dentsply  Intl 

410.2 

31'/4 

2.28 

1.0 

NR 

Detroit  Diesel 

NA 

23% 

1.79 

0.0 

827 

Detroit  Edison 

3.0 

26% 

2.68 

7.9 

893 

Dexter 

-5.7 

20% 

1.78 

4.3 

1086 

Diagnostic  Products 

-32.2 

22% 

1.53 

1.7 

NR 

Dial 

NA 

20% 

1.82 

2.9 

793 

Diamond  Shamrock 

6.5 

26% 

2.67 

2.1 

310 

Dibrell  Brothers 

80.2 

2OV2 

1.21 

3.9 

156 

Diebold 

149.1 

42% 

2.29 

2.1 

1128 

CompUSA 

-41.3t 

12% 

0.24 

0.0 

1173 

Digital  Equipment 

-56.1 

36 

-0.58 

0.0 

72 

Computer  Associates 

277.0 

47% 

3.79 

0.4 

698 

DM  lard  Dept  Stores 

17.8 

27% 

2.61 

0.4 

159 

Computer  Sciences 

148.1 

47% 

2.47 

0.0 

1025 

Dime  Bancorp 

-22.0 

8 

1.17 

0.0 

NR 

Computervision 

NA 

3% 

0.30 

0.0 

413 

Walt  Disney 

56.7 

43% 

2.39 

0.7 

766 

Comsat 

9.8 

19% 

2.03 

4.0 

1171 

Dixie  Yarns 

-54.1 

7 

0.75 

2.9 

375 

ConAgra 

63.8 

31% 

2.28 

2.7 

1071 

Dole 

-29.1 

24% 

2.07 

1.6 

NR 

Cone  Mills 

NA 

11% 

1.53 

0.0 

857 

Conner  Peripherals 

-1.9 

12% 

1.80 

0.0 

196 

Con  rail 

120.9 

52% 

4.51 

2.8 

36 

Conseco 

447.0 

36% 

7.13 

1.4 

983 

Consolidated  Edison 

-15.5 

24% 

2.71 

8.1 

1000 

Consol  Freightways 

-17.9 

21% 

2.31 

0.0 

1067 

Consol  Natural  Gas 

-28.8 

35% 

2.40 

5.4 

19 

Dollar  General 

669.9 

29% 

1.49 

0.7 

730 

Dominion  Resources 

13.3 

35% 

3.20 

7.2 

119 

Donaldson 

184.8 

21% 

1.41 

1.3 

717 

RR  Donnelley  &  Sons 

15.6 

29% 

2.03 

2.2 

1010 

Doskocil  Cos 

-19.2t 

7% 

1.00 

0.0 

271 

Douglas  &  Lomason 

91.5 

15 

2.63 

2.7 

1067 

Consol  Natural  Gas 

-28.8 

35% 

2.40 

5.4 

457 

Dover 

49.3J 

53% 

3.89 

1.9 

820 

Consolidated  Papers 

3.7 

45% 

2.94 

2.8 

890 

Dow  Chemical 

-5.3 

67% 

5.37 

3.8 

51 

Consolidated  Stores 

348.4 

17% 

1.35 

0.0 

950 

Dow  Jones 

-10.9 

29% 

2.00 

2.8 

NR 

Continental  Airlines 

NA 

16% 

1.03 

0.0 

465 

DPL 

48.1 

20 

1.56 

5.9 

577 

Continental  Can 

32.2 

23% 

2.10 

0.0 

665 

DQE 

21.5 

29 

2.99 

6.1 

1164 

Continental  Corp 

-52.8 

14% 

1.16 

0.0 

NR 

Dr  Pepper/Seven-Up 

NA 

25 

1.37 

0.0 

914 
NR 

930 

122 
NR 

656 


Continental  Medical 
Control  Data  Systems 
Cooper  Industries 
Cooper  Tire  &  Rubber 
Adolph  Coors 
CoreStates  Financial 


-7.4 
NA 

-9.lt 
182.6 
NA 

22.6 


71A 
6V4 
36% 
22% 
16% 
261/s 


0.70 
0.75 
2.61 
1.68 
1.32 
3.34 


0.0 

0.0 
3.6 
1.0 
3.0 
5.2 


859 

Dress  Barn 

-2.2 

11 

0.96 

0.0 

881 

Dresser  Industries 

-4.7J 

21% 

1.30 

3.2 

303 

Dreyer's  Grand 

82.0 

25% 

0.68 

1.0 

1108 

Drug  Emporium 

-37.9 

5% 

0.90 

0.0 

47 

DSC  Communications 

375.9 

34% 

1.66 

0.0 

563 

El  du  Pont  de  Nemours 

33.8 

54% 

4.56 

3.4 

475 

Corning 

65 

Countrywide  Credit 

49 

Coventry 

483 

CPC  International 

1116 

CPI 

81 

Cracker  Barrel 

46.5 

31% 

2.24 

2.2 

300.9 

14 

1.90 

2.3 

353.3t 

25% 

1.34 

0.0 

44.7 

53% 

3.53 

2.5 

-39.0 

201/2 

1.22 

2.7 

255.2 

20 

1.17 

0.1 

527 

Duke  Power 

664 

Dun  &  Bradstreet 

608 

Duracell  Intl 

357 

Dynatech 

594 

E-Systems 

219 

Eagle  Food  Centers 

38.5 

38% 

3.04 

5.0 

21.5 

55% 

4.06 

4.7 

27.2t 

43% 

1.95 

2.0 

70.1 

28% 

2.35 

0.0 

30.0 

40% 

3.95 

3.0 

84.3 

2% 

0.20 

0.0 

693 

Crane 

18.3 

27% 

2.18 

2.7 

954 

Crawford  &  Co 

-11.1 

15 

1.36 

3.3 

1157 

Cray  Research 

-50.6 

l91/4 

2.03 

0.0 

552 

Crestar  Financial 

35.2 

38% 

4.97 

4.1 

260 

Crompton  &  Knowles 

95.1 

15 

1.12 

3.2 

1155 

Crown  Central  Pet 

-49.8 

15% 

1.70 

0.0 

192 

Crown  Cork  &  Seal 

122.4 

39% 

2.74 

0.0 

1232 

Eagle-Picher  Inds 

-98.0 

Va 

NA 

0.0 

1052 

Eastern  Enterprises 

-25.4 

26 

2.17 

5.4 

NR 

Eastman  Chemical 

NA 

52% 

4.43 

3.0 

NR 

Eastman  Kodak 

NA 

49% 

3.32 

3.2 

309 

Eaton 

80.3 

51% 

5.02 

2.3 

233 

Echlin 

103.2 

31% 

2.44 

2.4 

192 

Crown  Cork  &  Seal 

122.4 

39% 

2.74 

0.0 

NR 

Eckerd 

NA 

28% 

2.60 

0.0 

274 

CSX 

90.9 

68% 

6.94 

2.6 

452 

Ecolab 

50.0 

21% 

1.53 

2.1 

23 

CUC  International 

598.2 

30 

1.25 

0.0 

1060 

Edison  Bros  Stores 

-26.8 

231/4 

1.69 

5.3 

326 

Cummins  Engine 

77.3 

45 

5.82 

2.2 

290 

AG  Edwards 

85.4 

18 

2.19 

3.1 

888 

Cyprus  Amax  Minerals 

-5.2 

25% 

2.72 

3.2 

953 

EG&G 

-11.0 

15% 

1.26 

3.7 

NR 

Cytec  Industries 

NA 

35% 

3.28 

0.0 

1004 

Egghead 

-1.8.3 

9% 

0.38 

0.0 

NR 

Daimler-Benz 

NA 

50% 

2.49 

1.0 

1142 

Dairy  Mart 

^6.2 

3% 

NA 

0.0 

597 

Dana 

29.2 

22% 

2.61 

3.8 

94 

Danaher 

220.5 

48% 

3.06 

0.2 

942 

Dart  Group 

-10.2 

83% 

3.75 

0.2 

952 

Data  General 

-11.0 

11% 

0.26 

0.0 

1223 

El  Paso  Electric 

-88.2 

1 

0.33 

0.0 

NR 

El  Paso  Natural  Gas 

NA 

34% 

3.08 

3.5 

705 

Electrolux  Group 

16.8 

53% 

3.91 

1.5 

1195 

Eljer  Industries 

-65.8 

6% 

NA 

0.0 

1 

EMC 

4212.7 

23% 

1.36 

0.0 

389 

Emerson  Electric 

61.9* 

63% 

3.95 

2.7 

622 

Dayton  Hudson 

25.7 

80 

6.71 

2.1 

NR 

Emphesys  Finl  Group 

NA 

32% 

3.98 

1.8 

587 

Dean  Foods 

30.8 

29 

2.37 

2.3 

140 

Engelhard 

163.0 

22% 

1.47 

2.1 

NR 

Dean  Witter  Discover 

NA 

36% 

4.86 

1.4 

223 

Enron 

109.1 

30% 

2.09 

2.7 

780 

Deere  &  Co 

7.9 

66% 

7.70 

3.3 

1145 

Enserch 

-46.9 

14% 

0.76 

1.4 

1101 

Delchamps 

-36.0 

17% 

1.82 

2.5 

868 

Entergy 

-3.2 

22% 

2.53 

8.0 

7 

Dell  Computer 

1156.1 

46% 

3.97 

0.0 

336 

Equifax 

75.0 

28 

1.82 

2.2 

965 

Delmarva  Power  &  Lt 

-13.2 

18% 

1.70 

8.5 

NR 

Equitable  Cos 

NA 

19% 

1.96 

1.0 

Note:  Except  as  indicated,  price  changes  are  from  Dec.  31,  1989  to  Nov.  16,  1994.    NR:  Not  ranked  because  of  merger,  spinoff,  reorganization,  new  issue  or  conversion  to  stock 
company.    *Four-year  price  change.    tThree-year  price  change.    tDoes  not  reflect  special  cash  dividend  paid  or  distribution  of  stock  in  another  company.    NA:  Not  available. 
Sources:  Forbes;  Wilshire  Associates;  Market  Guide  &  IBES,  Inc.  via  OneSource  Information  Services. 
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5-year 

EPS 

5-year 

EPS 

price 

1995 

Current    1 

price 

1995 

Current 

change 

Recent 

estimate 

yield 

change 

Recent 

estimate 

yield 

Rank 

Company 

% 

price 

$ 

% 

Rank 

Company 

% 

price 

$ 

% 

59 

Equitable  of  Iowa 

320.8 

32% 

3.21 

1.5 

125 

Franklin  Resources 

178.1 

39% 

3.35 

0.8 

797 

Equitable  Resources 

6.2 

29% 

2.34 

4.0 

762 

Freeport-McMoRan 

10.21 

17% 

0.52 

0.0 

315 

ERLY  Industries 

79.6 

10 

NA 

0.0 

343 

Fremont  General 

72.9 

23% 

3.64 

3.2 

406 

ESCO  Electronics 

58.5* 

8% 

NA 

0.0 

1163 

Fretter 

-52.8* 

3% 

NA 

0.0 

NR 

Ethyl 

NA 

10% 

0.87 

4.6 

270 

Fruit  of  the  Loom 

92.4 

28% 

2.49 

0.0 

436 

Excel  Inds 

53.2 

15% 

1.77 

2.4 

200 

HB  Fuller 

119.1 

321/2 

2.46 

1.8 

667 

Exxon 

21.3 

60% 

4.11 

4.9 

1003 

Future  Now 

-18.3t 

8% 

1.75 

0.0 

386 

Fabri-Centers  of  Amer 

62.3 

14% 

1.31 

0.0 

736 

Gannett 

12.6 

49 

3.53 

2.8 

1210 

Fairchild 

-76.0 

3% 

NA 

0.0 

115 

Gap 

190.0 

37% 

2.60 

1.3 

222 

Family  Dollar  Stores 

109.4 

11% 

1.23 

3.1 

NR 

Gateway  2000 

NA 

221/2 

1.92 

0.0 

NR 

F&M  Distributors 

NA 

3% 

0.38 

0.0 

659 

GATX 

22.4 

41% 

4.31 

3.6 

1027 

Fay's 

-22.1 

6% 

0.75 

3.0 

738 

Gaylord  Container 

12.5 

9 

1.28 

0.0 

595 

Federal  Express 

29.8 

59% 

5.78 

0.0 

378 

Gaylord  Entertainment 

63. 6t 

24'/8 

1.03 

1.2 

175 

Federal  Home  Loan  Mtg 

135.8 

52% 

5.81 

2.0 

370 

Geico 

66.0 

50% 

3.46 

2.0 

813 

Federal-Mogul 

4.2 

21% 

2.21 

2.2 

900 

GenCorp 

-6.3 

11% 

1.39 

5.3 

211 

Federal  Natl  Mortgage 

115.1 

72% 

8.85 

3.3 

194 

Genentech 

122.3 

46Vs 

1.26 

0.0 

781 

Federal  Paper  Board 

7.8 

27% 

2.30 

3.6 

286 

General  Dynamics 

87.2J 

42 

3.55 

3.3 

127 

Federal  Signal 

171.4 

19% 

1.18 

2.2 

438 

General  Electric 

52.7 

49% 

3.83 

2.9 

NR 

Federated  Dept  Stores 

NA 

20% 

1.80 

0.0 

1072 

General  Host 

-29.3 

4% 

NA 

0.0 

508 

Ferro 

42.0 

24% 

1.84 

2.2 

NR 

General  Instrument 

NA 

34% 

1.69 

0.0 

493 

FHP  International 

43.1 

27 

1.82 

0.0 

405 

General  Mills 

58.5 

57% 

4.17 

3.3 

80 

Fidelity  National 

256.8 

10 

1.60 

2.8 

899 

General  Motors 

-6.2 

39% 

8.06 

2.0 

718 

Fieldcrest  Cannon 

15.6 

26 

2.95 

0.0 

135 

General  Motors  EDS 

169.1 

36% 

1.97 

1.3 

219 

Fifth  Third  Bancorp 

110.3 

51% 

4.27 

2.4 

567 

GM  Hughes  Electronics 

33.3 

34 

2.79 

2.4 

1209 

Figgie  Intl 

-75.6 

6V2 

1.00 

0.0 

NR 

General  Nutrition  Cos 

NA 

27% 

1.41 

0.0 

1214 

Filene's  Basement 

-79. 6t 

6% 

0.55 

0.0 

795 

General  Public  Utils 

6.3 

25% 

2.81 

7.2 

898 

Fina 

-6.2 

70 

NA 

5.7 

556 

General  Re 

34.7 

117% 

8.73 

1.6 

238 

Fingerhut  Cos 

101.6* 

16% 

1.71 

1.0 

470 

General  Signal 

47.2 

35% 

2.67 

2.5 

521 

First  American  Corp 

39.2 

28% 

3.74 

3.5 

1203 

Genesco 

-71.7 

2% 

0.27 

0.0 

428 

First  American  Finl 

53.9 

l81/2 

2.40 

3.2 

686 

Genetics  Institute 

19.4 

40% 

-0.91 

0.0 

215 

First  Bank  System 

111.9 

35% 

3.97 

3.3 

668 

Geneva  Steel 

21.1* 

13% 

1.96 

0.0 

327 

First  Brands 

76.7 

33% 

2.68 

1.2 

1175 

Genlyte  Group 

-57.1 

41/2 

NA 

0.0 

575 

First  Chicago 

32.3 

49% 

6.84 

4.1 

510 

Genovese  Drug  Stores 

41.3 

10% 

1.20 

2.2 

NR 

First  Colony 

NA 

20% 

2.43 

1.6 

1013 

Gensia 

-20.0* 

5 

-0.95 

0.0 

NR 

First  Data 

NA 

49% 

2.22 

0.2 

616 

Genuine  Parts 

26.3 

35% 

2.57 

3.3 

187 

First  Empire  State 

127.8 

149% 

17.90 

1.6 

189 

Genzyme 

125.0 

32% 

1.88 

0.0 

248 

First  Fidelity  Bncp 

97.8 

46 

5.72 

4.3 

NR 

Geon 

NA 

28% 

2.54 

1.8 

120 

First  Financial  Mgmt 

183.7 

61 

3.03 

0.2 

89 

Georgia  Gulf 

236.5* 

35% 

4.86 

0.0 

312 

First  Interstate  Bncp 

79.7 

751/4 

10.94 

4.0 

486 

Georgia-Pacific 

44.3 

70 

6.54 

2.3 

542 

First  Mississippi 

35.9 

21% 

2.21 

1.6 

1121 

Getty  Petroleum 

-40.1 

11% 

NA 

0.0 

502 

First  of  America  Bank 

42.6 

33% 

4.35 

5.0 

1005 

Giant  Food 

-18.4 

23% 

1.70 

3.1 

296 

First  Security 

83.1 

26% 

3.24 

4.0 

1147 

Gibson  Greetings 

^17.3 

13% 

1.13 

2.9 

134 

First  Tennessee  Natl 

169.1 

44% 

5.03 

4.2 

294 

Giddings  &  Lewis 

83.4 

15% 

1.18 

0.8 

240 

First  Union 

101.2 

4l1/2 

5.71 

4.4 

NR 

Gilead  Sciences 

NA 

9 

-2.08 

0.0 

339 

Firstar 

74.6 

28% 

3.76 

4.2 

109 

Gillette 

198.2 

73% 

3.65 

1.4 

243 

FirstFed  Michigan 

99.6 

19% 

3.57 

2.9 

1055 

PH  Glatfelter 

-26.3 

16% 

0.94 

4.3 

321 

Fisher  Scientific 

78.2t 

27% 

2.28 

0.3 

452 

Glaxo  Holdings 

50.0 

19% 

1.43 

5.3 

1194 

Flagstar  Cos 

-65.0 

7% 

-0.03 

0.0 

NR 

Glendale  Federal  Bank 

NA 

10% 

0.53 

0.0 

687 

Fleet  Finl  Group 

19.1 

3l1/8 

4.78 

5.1 

544 

Golden  West  Finl 

35.8 

36% 

4.31 

0.9 

373 

Fleetwood  Enterprises 

65.6 

19% 

2.27 

2.8 

266 

Good  Guys 

93.8 

11% 

1.21 

0.0 

1037 

Fleming  Cos 

-23.2 

23% 

2.03 

5.2 

771 

BF  Goodrich 

9.0 

45% 

2.79 

4.9 

774 

Florida  Progress 

8.7 

29 

2.45 

7.0 

1135 

Goody's  Family 

-44.81 

9% 

1.14 

0.0 

998 

Florida  Rock  Inds 

-17.7 

261/e 

2.00 

1.9 

387 

Goodyear 

62.1 

35% 

4.18 

2.3 

869 

Flowers  Industries 

-3.3 

18% 

1.07 

4.4 

700 

Goulds  Pumps 

17.5 

21 

1.42 

3.8 

642 

Fluor 

23.8 

45% 

2.65 

1.1 

966 

Govt  Technology  Svcs 

-13. 2t 

11  % 

1.92 

0.0 

361 

FMC 

68.1 

59% 

5.39 

0.0 

657 

WR  Grace 

22.5 

40% 

3.45 

3.5 

NR 

Foamex  International 

NA 

9% 

1.34 

0.0 

364 

WW  Grainger 

67.8 

54% 

3.80 

1.5 

1039 

Food  Lion 

-23.3 

5% 

0.40 

1.6 

487 

GranCare 

44.lt 

18% 

1.62 

0.0 

1186 

Foodarama  Supermkts 

-60.0 

11% 

NA 

0.0 

839 

Grand  Metropolitan 

1.4* 

26% 

2.12 

3.8 

NR 

Foodmaker 

NA 

5% 

0.07 

0.0 

865 

Granite  Construction 

-2.9* 

21% 

1.61 

0.9 

581 

Ford  Motor 

31.8 

28% 

5.42 

3.6 

531 

Great  American  Mgmt 

37.5 

33 

NA 

0.0 

909 

Foremost  Corp  of  Amer 

-7.1 

32'/2 

3.55 

3.3 

1185 

Great  A&P  Tea 

-59.7 

23% 

1.46 

3.4 

1020 

Forest  City  Enterprises 

-20.9 

31% 

NA 

1.3 

169 

Great  Lakes  Chemical 

139.7 

56% 

4.55 

0.7 

362 

Foster  Wheeler 

68.1 

34% 

2.09 

2.1 

883 

Great  Western  Finl 

-5.0 

16% 

2.15 

5.5 

54 

Foundation  Health 

341.1* 

37% 

2.63 

0.0 

851 

Greif  Brothers 

-0.8 

44% 

NA 

0.7 

789 

FoxMeyer  Health 

7.0 

15% 

1.15 

0.0 

946 

Grey  Advertising 

-10.6 

152 

NA 

2.1 

925 

FPL  Group 

-8.6 

33% 

3.01 

5.1 

1211 

Greyhound  Lines 

-78.4t 

2 

NA 

0.0 

Note:  Except  as  indicated,  price  changes 

are  from  Dec 

31.  1989  to  Nov. 

16.  1994.    NR: 

Not  ranked  because  of  merger,  spinoff,  reorganization,  new  issue  or  conversion 

to  stock 

ipany.    'Four-year  price  change.    tTh 

■ee-year  price  change. 

tDoes  not  reflect  special  cas 

h  dividenc 

paid  or  distribution  of  stock  in 

another  company 

NA:  Not 

available. 

Sources:  Forbes;  Wilshire  Associates;  Market  Guide  &  IBES,  Inc.  via  OneSource  Information  Ser 

wees. 
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ADVERTISEMENT 


—Parker 


Partnerships  in 
Engineering  Technology 

Parker  Hannifin  and  John  Deere: 
Conquering  Global  Markets  with  Innovations 


Thousands  of  pioneers  helped  open  the  heartland  of 
America  in  the  early  1800s,  but  a  lone,  ingenious 
blacksmith  made  it  possible  to  tame  the  land  and  bring 
it  under  the  farmer's  dominion. 

It  was  young  John  Deere  who  fashioned  a  dis- 
carded mill  blade  into  the  shape  of  a  cresting  wave. 
The  arching  design  cut  through  the  heavy  black  loam 
of  the  Midwest  and  then  scoured  itself  clean  —  some- 
thing no  previous  plow  could  do.  Suddenly,  farmers 


; 


had  a  more  efficient  way  to  work  the  land,  and 
America  was  on  its  way  to  becoming  the  world's  most 
agriculturally  productive  nation. 

Deere's  invention  also  forged  one  of  the  world's 
most  innovative  companies.  To  this  day,  Deere  & 
Company  combines  ingenuity  with  technology  to  meet 
the  global  challenges  of  agriculture.  By  its  side,  Parker 
Hannifin  Corporation,  the  world's  largest  manufacturer 
of  hydraulic  and  pneumatic  components,  is  a  partner  in 
supplying  the  advanced  engineering  and  products 
needed  to  extend  the  John  Deere  legacy  of  superior 
quality. 

Consider,  for  example,  the  7000-series,  a  new 
line  of  John  Deere  farm  tractors.  Each  one  utilizes 
hydraulic  components  and  technology  developed  and 
manufactured  by  Parker  Hannifin.  Design  upgrades 
have  reduced  the  number  of  hydraulic  lines  compared 


to  competitive  models.  Advanced  engineering  of  these 
components  delivers  greater  capacity,  higher  pressure 
and  faster  cycle  times.  And  a  new  generation  of  "dry 
technology"  provides  the  highest  degree  of  leak  resis- 
tance ever  incorporated  into  a  farm  tractor. 

To  meet  another  technological  challenge,  Deere 
worked  with  Parker  Hannifin  engineers  to  develop  the 
PermaClutch  2,  used  in  a  number  of  John  Deere  trac- 
tor models.  Unlike  conventional  dry  clutches,  which 
absorb  and  build  heat,  the  PermaClutch  2  cools 
after  each  engagement,  maintaining  an  average 
operating  temperature  well  below  conventional 
designs.  The  PermaClutch  2's  design  break- 
through virtually  eliminates  the  need  for 
replacement.  Such  durability  and  reliability  are 
vital  in  agriculture,  where  unplanned  downtime 
can  cause  havoc  with  tight  planting  or  harvest- 
ing schedules. 

Reliability  is  a  Deere  hallmark.  Powerful 
7000-series  tractors  perform  the  most 
demanding  field  work  hour  after  hour,  day  after 
day.  All  the  while,  a  climate-controlled,  "user- 
friendly"  cab  keeps  the  farmer  warm,  dry  and 
comfortable.  It's  a  far  cry  from  the  conditions 
farmers  endured  in  founder  John  Deere's  day 
and  it's  all  part  of  the  quality  commitment  Deere  and 
Parker  make  to  their  customers. 

That  type  of  partnership  is  the  driving  force  behind 
Parker  Hannifin's  worldwide  preeminence  in  motion 
control  components  and  systems,  with  more  than  800 
product  lines  for  hydraulic,  pneumatic  and  electro- 
mechanical applications  in  some  1 ,200  industrial  and 
aerospace  markets.  Parker  Hannifin  operates  some 
200  manufacturing  plants  and  administrative  offices 
around  the  world  and  supports  more  than  4,900  dis- 
tributors serving  more  than  289,000  customers  in 
every  corner  of  the  globe. 

Numbers  aside,  however,  it's  the  meshing  of  inno- 
vation and  problem-solving  that  makes  Parker's  com- 
ponents and  systems  the  first  choice  for  companies 
such  as  John  Deere,  as  well  as  thousands  of  other 
customers  around  the  world. 


Parker  and  John  Deere . . . 

Homegrown  technology  serving  a  worldwide  market 


Hans  Becherer,  Chairman  of  the  Board 
and  CEO  of  Deere  &  Company,  continues 
the  tradition  of  technical  innovation  begun 
by  John  Deere.  This  winning  philosophy 
combines  today's  leading-edge  technology 
with  an  old-fashioned  commitment  to 
genuine  value  and  customer  satisfaction 
that  has  made  Deere  &  Company  the 
world's  leading  producer  of  farm 
equipment. 

That  same  kind  of  commitment  to  tech- 
nological innovation  and  customer  service 
has  resulted  in  a  long-standing  partner- 
ship between  Deere  &  Parker.  In  meeting 


the  challenge  of  producing  its  superior 
new  line  of  commercial  utility  tractors, 
Deere  called  on  Parker  for  vital 
technological  teamwork. 

Working  together,  Deere  and  Parker 
engineers  designed  the  most  advanced 
facility  and  manufacturing  processes 
for  assembly-line  production  of  the  new 
5000-series  tractors.  By  pre-assembling 
the  fluid  connectors,  hoses,  seals  and 
other  components  in  reusable  containers, 
Deere  saved  time  on  production  and 
delivery;  keeping  costs  down  and  elimi- 
nating waste. 


Parker  components  have  also  been 
specified  on  the  new  7000-series  tractor 
featured  in  the  illustration. 

The  result:  world-class  tractors. 

Partnerships  like  this  one  have  helped 
establish  Parker  as  a  worldwide  leader  in 
motion-control. 

Write  for  a  copy  of  our  Annual  Report: 
Parker  Hannifin  Corporation,  Dept. 
FB-23,  17325  Euclid  Ave.,  Cleveland, 
OH  44112-1290.  Or  call  1-800-C-PARKER 
(1-800-272-7537)  for  product  information. 
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A  partnership  in  vital  technologies 


Parker 


Rank     Company 


1151 

319 

964 

NR 

617 


Grossman's 

Grow  Group 

GTE 

Gtech  Holdings 

Guilford  Mills 


NR 

160 

1038 

NR 
162 
254 


Harvard  Industries 
Hasbro 

Hawaiian  Electric 
Hayes  Wheels  Intl 
Health  Care  &  Retire 
Health  Systems  Intl 


106 
590 
226 
1207 
1190 
523 


Hercules 
Hershey  Foods 
Hewlett-Packard 
Hexcel 
Hibernia 
Hillenbrand  Inds 


5-year  EPS 

price  1995       Current 

change  Recent     estimate      yield 

%  price 


-48.7 
78.7 

-12.9 

NA 

26.3 


2% 
13% 
301/2 
19% 
20 


0.30 
1.18 
2.55 
1.50 
2.31 


NA 
148.0 
-23.3 

NA 
147.4t 
96.lt 


165/a 

31 

30% 

22% 

27% 

25% 


NA 
2.51 
2.74 
2.14 
1.51 
2.05 


201.0 
30.3 
108.5 
-73.9 
-63.1 
38.9 


117% 
46% 
98% 

5 

8% 
30% 


6.89 
3.37 
6.73 
NA 
1.05 
2.31 


0.0 
2.1 
6.2 
0.0 
3.0 


1230 

Hadson 

-94.3 

21/4 

NA 

0.0 

1005 

Halliburton 

-18.4 

34% 

1.46 

2.9 

1149 

Handleman 

-47.6 

11 

1.17 

4.0 

836 

Handy  &  Harman 

1.6 

16% 

NA 

1.2 

540 

MA  Hanna 

36.1 

24% 

1.68 

2.2 

450 

Hannaford  Bros 

50.8 

24% 

1.71 

1.5 

1132 

Hanover  Direct 

^2.6 

3% 

0.19 

0.0 

853 

Hanson 

-1.4 

18% 

142 

6.1 

524 

Harcourt  General 

38. 8t 

35% 

2.09 

1.8 

885 

John  H  Harland 

-5.1 

21 

1.89 

4.7 

34 

Harley-Davidson 

450.2 

27 

1.53 

0.6 

533 

Harleysville  Group 

37.5 

24 

2.96 

2.8 

322 

Harman  International 

77.8 

36 

2.46 

0.4 

660 

Harnischfeger  Inds 

22.3 

25% 

1.33 

1.6 

798 

Harper  Group 

6.1 

14% 

1.25 

1.4 

583 

Harris 

31.3* 

43% 

3.72 

2.9 

377 

Harsco 

63.7 

41% 

3.48 

3.5 

1015 

Hartford  Steam  Boiler 

-20.3 

42% 

2.99 

5.2 

1202 

Hartmarx 

-71.5 

5% 

0.46 

0.0 

0.0 
0.9 
7.6 
0.3 
0.0 
0.0 


93 

HealthSouth  Rehab 

221.7 

37 

2.11 

0.0 

199 

HealthTrust 

119. 7t 

33'/2 

2.37 

0.0 

994 

Hechinger 

-17.3 

IOV2 

0.97 

1.5 

44 

Heilig-Meyers 

378.6 

29% 

1.66 

0.8 

790 

HJ  Heinz 

6.8 

37% 

2.53 

3.9 

561 

Helene  Curtis  Inds 

34.2 

33% 

2.12 

0.7 

1.9 
2.8 
1.2 
0.0 
3.0 
1.9 


172 

Hillhaven 

138.6* 

20% 

1.52 

0.0 

NR 

Hills  Stores 

NA 

201/2 

3.05 

0.0 

1075 

Hilton  Hotels 

-29.8 

57% 

3.23 

2.1 

858 

Holly 

-1.9 

25% 

3.36 

1.6 

32 

Home  Depot 

486.7 

47% 

1.71 

0.3 

404 

Home  Shopping 

58.6J 

IIV2 

0.65 

0.0 

895 

Homestake  Mining 

-5.9 

18 

0.77 

1.1 

522 

HON  Industries 

39.1 

26V4 

1.85 

1.7 

550 

Honda  Motor 

35.3 

34 

1.25 

0.8 

511 

Honeywell 

41.2* 

30% 

2.46 

3.3 

847 

Horace  Mann  Educators 

-0.6t 

22% 

2.42 

1.3 

495 

Hormel  Foods 

43.0 

24% 

1.63 

2.4 

NR 

Host  Marriott 

NA 

10% 

-0.05 

0.0 

464 

Houghton  Mifflin 

48.2 

45% 

3.37 

2.0 

1221 

House  of  Fabrics 

-87.1 

1% 

0.45 

0.0 

512 

Household  Intl 

41.2 

36% 

4.16 

3.4 

905 

Houston  Industries 

-6.8 

32% 

3.29 

9.2 

1051 

Hovnanian  Enterprises 

-25.0 

6 

1.01 

0.0 

Rank     Company 


5-year  EPS 

price  1995       Current 

change  Recent     estimate      yield 

%  price 


301 

Huntington  Bancshs 

82.4 

18% 

2.11 

4.4 

190 

IBP 

124.4 

34% 

3.12 

0.6 

1177 

ICF  Kaiser  Intl 

-58.0 

3% 

0.15 

0.0 

64 

ICN  Pharmaceuticals 

308.8 

23  % 

1.80 

1.1 

934 

IES  Industries 

-9.5 

25 

2.54 

8.4 

74 

Illinois  Central 

273.4* 

29% 

2.92 

2.8 

276 

llinois  Tool  Works 

90.5 

42% 

2.72 

1.4 

823 

lllinova 

3.3 

19% 

2.12 

5.2 

723 

IMC  Global 

14.4 

38% 

3.11 

0.0 

737 

mmucor 

12.5 

6 

0.35 

0.0 

1122 

mo  Industries 

-40.2 

9'/2 

1.12 

0.0 

NR 

Imperial  Chemical  Inds 

NA 

49% 

3.32 

4.2 

1167 

Imperial  Holly 

-53.6 

8% 

NA 

1.9 

957 

Inacom 

-11.6 

9'/2 

0.84 

0.0 

819 

nco 

3.7 

27% 

1.44 

14 

1160 

ndependent  Insurance 

-51.1 

10% 

1.20 

2.2 

NR 

Indresco 

NA 

12% 

1.26 

0.0 

543 

Ingersoll-Rand 

35.8 

34% 

2.49 

2.2 

744 

ngles  Markets 

12.2 

10% 

0.95 

64 

874 

nland  Steel  Inds 

-3.7 

32% 

4.56 

0.0 

45 

nstrument  Systems 

378.6 

8% 

0.85 

0.0 

372 

ntegra  Financial 

65.8 

4l1/4 

5.32 

44 

83 

Intel 

254.3 

61% 

6.90 

04 

251 

ntelligent  Electron 

96.41 

13% 

1.86 

2.9 

126 

nter-Regional  Finl 

172.1 

23% 

3.75 

2.8 

NR 

nterco 

NA 

14% 

1.33 

0.0 

1104 

nterface 

-36.6 

11% 

1.13 

2.1 

1159 

ntergraph 

-50.7 

81/2 

0.08 

0.0 

1220 

nterlake 

-86.2 

1% 

0.33 

0.0 

1062 

ntermet 

-27.3 

6 

0.80 

0.0 

1030 

BM 

-22.7 

72% 

6.12 

1.4 

241 

ntl  Flavors  &  Frags 

100.4 

45% 

2.21 

2.4 

10 

ntl  Game  Technology 

989.3 

17% 

1.26 

0.7 

948 

ntl  Multifoods 

-10.8 

17% 

1.65 

4.6 

623 

nternational  Paper 

25.7 

71 

5.72 

2.4 

1162 

ntl  Specialty  Prods 

-52.0t 

7% 

0.60 

0.7 

1153 

ntl  Technology 

^19.1 

3% 

0.24 

0.0 

231 

nterpublic  Group 

106.9 

33% 

2.12 

1.7 

1065 

nterstate  Bakeries 

-28.3t 

13 

1.40 

3.8 

992 

owa-lllinois  G&E 

-17.1 

19% 

2.02 

9.0 

769 

palco  Enterprises 

9.5 

28% 

2.64 

7.3 

380 

tel 

63.1 

35% 

1.42 

0.0 

480 

TT 

45.4* 

85% 

8.68 

2.3 

84 

VAX 

252.9 

18% 

1.32 

0.3 

98 

Jacobs  Engineering 

215.6 

21% 

1.30 

0.0 

1168 

Jacobson  Stores 

-53.7 

12V2 

0.98 

4.0 

1033 

James  River  Corp  Va 

-22.9 

21% 

0.97 

2.7 

1228 

Jamesway 

-93.1 

% 

NA 

0.0 

NR 

J&L  Specialty  Steel 

NA 

16% 

1.79 

2.1 

283 

Jefferson-Pilot 

87.5 

53  % 

4.44 

3.2 

NR 

Jefferson  Smurfit 

NA 

l71/4 

1.36 

0.0 

208 

Jenny  Craig 

-75.4t 

7% 

0.40 

0.0 

NR 

John  Alden  Financial 

NA 

26% 

4.21 

1.5 

299 

Johnson  &  Johnson 

82.7 

54% 

3.44 

2.1 

434 
940 
1112 
166 
791 
613 


Johnson  Controls 

Jones  Apparel  Group 

Jostens 

Justin  Industries 

Kaman 

Kansas  City  P&L 


53.5 

-10.2t 

-38.6 

141.7 

6.8 

26.9 


49% 
26% 
17% 

12% 

9% 
22% 


4.12 
2.36 
0.93 
1.51 
0.98 
1.89 


3.2 
0.0 
5.1 
1.3 
4.5 
6.9 


627 

Howell 

25.0 

11% 

0.46 

1.3 

105 

Kansas  City  Southern 

201.6 

34% 

3.13 

0.9 

473 

Hubbell 

46.8 

58 

3.83 

3.0 

880 

Kaufman  &  Broad  Home 

-4.6 

13 

1.55 

2.3 

203 

Hudson  Foods 

117.9 

22% 

1.85 

0.5 

333 

Kellogg 

75.2 

59% 

3.44 

2.4 

752 

Huffy 

11.5 

14% 

1.35 

2.4 

568 

Kellwood 

33.1 

19% 

2.34 

3.0 

876 

Hughes  Supply 

-4.1 

17% 

2.35 

1.4 

949 

Kelly  Services 

-10.8 

28 

1.74 

2.6 

NR 

Humana 

NA 

23% 

1.25 

0.0 

792 

Kemper 

6.6 

50  Va 

4.24 

1.8 

682 

JB  Hunt  Transport 

19.6 

15% 

1.35 

1.3 

306 

Kennametal 

81.7 

27% 

1.83 

2.2 

Note:  Except  as  indicated,  price  changes  are  from  Dec.  31,  1989  to  Nov.  16,  1994.    NR:  Not  ranked  because  of  merger,  spinoff,  reorganization,  new  issue  or  conversion  to  stock 
company.    *Four-year  price  change.    tThree-year  price  change.    fDoes  not  reflect  special  cash  dividend  paid  or  distribution  of  stock  in  another  company.    NA:  Not  available. 
Sources:  Forbes;  Wilshire  Associates;  Marke>  Guide  &  IBES,  Inc.  ma  OneSource  Information  Services. 
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5-year 

EPS 

price 

1995 

Current 

change 

Recent 

estimate 

yield 

Rank 

Company 

% 

price 

$ 

% 

Rank     Company 


5-year  EPS 

price                        1995  Current 

change  Recent     estimate  yield 

%  price            $  % 


901 

Kerr-McGee 

-6.4 

47% 

2.63 

3.2 

107 

Mark  IV  Industries 

199.2 

21% 

1.60 

0.5 

426 

KeyCorp 

54.6 

26% 

4.00 

4.9 

NR 

Marriott  Intl 

NA 

28% 

1.71 

1.0 

946 

Keystone  Intl 

-10.6 

19 

1.15 

3.9 

873 

Marsh  &  McLennan  Cos 

-3.4 

75% 

5.73 

3.8 

704 

Kimball  International 

16.9 

24% 

1.95 

3.5 

1124 

Marsh  Supermarkets 

^10.8 

10% 

1.16 

4.2 

539 

Kimberly-Clark 

36.7 

50% 

3.90 

3.5 

329 

Marshall  &  llsley 

76.1 

20% 

2.15 

3.0 

NR 

Kinder-Care  Learning 

NA 

13% 

NA 

0.0 

124 

Marshall  Industries 

178.1 

26% 

2.47 

0.0 

505 

King  World  Prods 

42.1 

36Va 

2.88 

0.0 

967 

Kmart 

-13.2 

15% 

1.60 

6.3 

518 

KN  Energy 

39.6 

23'/2 

1.86 

4.1 

976 

Knight-Ridder 

-14.1 

50% 

3.62 

3.0 

NR 

Kohl's 

NA 

43% 

2.25 

0.0 

332 

Kroger 

75.4 

25% 

2.42 

0.0 

611 

KU  Energy 

26.9 

26% 

2.13 

6.2 

1217 
351 
688 

1141 
802 


LA  Gear 
La-Z-Boy  Chair 
Laclede  Gas 
LADD  Furniture 
Lafarge 


-81.1 
71.1 

19.1 

^16.2 

5.8 


5% 
30% 
201/. 

6% 

18% 


0.23 
2.36 
NA 
0.67 
1.97 


0.0 

2.2 

6.1 
2.0 
1.6 


229 
886 
393 
872 
91 
363 

1165 
1192 
1053 
418 
NR 
1047 


Martin  Marietta 
Masco 
MascoTech 
Matsushita  Electric 
Mattel 
Maxicare  Health 

Maxtor 

Maxus  Energy 

Maxxam 

May  Dept  Stores 

Mayflower  Group 

Maytag 


107.9 
-5.1 
60.7 
-3.4 

227.9 
67. 9t 


46% 
23% 
12% 
158% 
27% 
16% 


4.62 
2.15 
1.41 
4.59 
1.96 
0.97 


77 

Lancaster  Colony 

265.3 

34% 

2.28 

1.6 

1054 

Lance 

-26.0 

17% 

1.04 

5.4 

356 

Lands'  End 

70.4 

17% 

1.38 

0.6 

NR 

Landstar  System 

NA 

32% 

2.13 

0.0 

432 

Lawyers  Title 

53. 7t 

10% 

1.50 

1.1 

15 

LDDS  Communications 

850.1 

22% 

1.32 

0.0 

NR  Lear  Seating  NA  21%  1.65  0.0 

669  Legent  21.0  31%  2.31  0.0 

164  Leggett  &  Piatt  144.2  36%  2.98  1.7 

NR  Lehman  Bros  Holdings  NA  15%  1.78  1.3 

176  Lennar  134.6  15%  2.23  0.7 

61  Leucadia  National  314.0  44%  4.00  0.6 


NR 

Levitz  Furniture 

NA 

8% 

1.14 

0.0 

557 

LG&E  Energy 

34.5 

37 

2.88 

5.8 

673 

Liberty  Corp 

20.5 

26% 

2.95 

2.4 

598 

Life  Technologies 

29.1 

17% 

1.38 

1.1 

911 

Eli  Lilly 

-7.3 

63% 

4.46 

3.9 

702 

Limited 

17.1 

20% 

1.50 

1.8 

444  Lincoln  Electric 

670  Lincoln  National 

915  Litton  Industries 

922  Liz  Claiborne 

293  Lockheed 

267  Loctite 


51.4 

20.7 

-7.4t 

-8.3 

83.7 

93.6 


42 

36% 

35% 

22 

71% 

45% 


NA 
4.19 
2.77 
1.78 
7.29 
2.65 


1.9 
4.7 
0.0 
2.0 
3.2 
1.9 


1059 

Loews 

-26.8 

91 

8.87 

1.1 

284 

Lone  Star  Tech 

87.5 

7% 

0.30 

0.0 

1023 

Long  Island  Lighting 

-21.6 

15% 

2.17 

11.2 

1064 

Longs  Drug  Stores 

-28.0 

32% 

2.87 

3.5 

578 

Longview  Fibre 

32.1 

16% 

1.39 

3.1 

133 

Loral 

169.2 

39% 

3.69 

1.5 

604 

844 

250 

37 

30 

NR 


Lotus  Development 

Louisiana  Land 

Louisiana-Pacific 

Lowe's  Cos 

LSI  Logic 

LTV 


27.8 

39% 

1.90 

0.0 

-0.3 

44% 

0.76 

2.3 

96.8 

28% 

3.64 

1.8 

440.7 

39% 

1.70 

0.5 

522.8 

44% 

2.40 

0.0 

NA 

17 

2.66 

0.0 

395 

157 

12 

25 

22 

980 


Michigan  National 

MicroAge 

Micron  Technology 

Microsoft 

Mid  Atlantic  Medical 

Midlantic 


60.4 
148.3 
935.3 
568.5 
602.4* 
-14.7 


2.1 
3.1 
1.0 
0.8 
0.9 
0.0 


-52.9 

4% 

-0.23 

0.0 

-63.6 

4 

-0.25 

0.0 

-25.8 

34% 

NA 

0.0 

56.lt 

37% 

3.49 

2.8 

NA 

10% 

NA 

0.0 

-24.4 

14% 

1.53 

3.4 

213 

MBNA 

113.7t 

25% 

2.21 

2.8 

767 

McClatchy  Newspapers 

9.8 

22% 

1.56 

1.5 

451 

McCormick  &  Co 

50.5 

19% 

1.50 

2.5 

768 

McDermott  Intl 

9.7 

25% 

1.47 

3.9 

346 

McDonald's 

72.5 

29% 

1.90 

0.8 

183 

McDonnell  Douglas 

132.7 

142% 

15.24 

1.7 

625 

McGraw-Hill 

25.6 

71% 

4.59 

3.3 

849 

MCI  Communications 

-0.6 

21% 

1.62 

0.2 

102 

McKesson 

204.2 

108% 

3.44 

0.9 

408 

MCN 

58.3 

18% 

1.50 

4.8 

82 

MDC  Holdings 

254.5 

4% 

NA 

1.6 

591 

Mead 

30.3 

47% 

3.98 

2.1 

943 

Media  General 

-10.4 

28% 

1.59 

1.6 

1224 

Medlmmune 

-88.91 

4% 

-1.06 

0.0 

99 

Medtronic 

214.7 

51% 

2.84 

0.8 

316 

Mellon  Bank 

79.5 

34% 

4.47 

5.3 

1046 

Melville 

-24.1 

33% 

3.57 

4.5 

1024 

Mentor  Graphics 

-21.6 

13% 

0.81 

0.0 

273 

Mercantile  Bancorp 

91.1 

33% 

2.13 

3.4 

761 

Mercantile  Stores 

10.2 

43% 

3.16 

2.4 

492 

Merck 

43.2 

37 

2.65 

3.2 

67 

Mercury  General 

298.3 

29% 

3.06 

2.4 

529 

Meredith 

38.4 

48% 

2.13 

1.5 

479 

Meridian  Bancorp 

45.5 

28 

3.30 

4.9 

460 

Merisel 

49.0 

9% 

1.13 

0.0 

103 

Merrill  Lynch 

203.8 

39% 

5.53 

2.3 

1212 

Merry-Go-Round 

-79.0 

1% 

NA 

0.0 

292 

Fred  Meyer 

83.8 

34 

3.13 

0.0 

658 

Michael  Foods 

22.5 

11% 

0.95 

1.8 

18 

Michaels  Stores 

768.3 

44% 

2.46 

0.0 

340 

Lubrizol 

73.3 

32% 

2.51 

2.8 

1093 

Midwest  Resources 

-35.0 

13% 

1.35 

8.8 

748 

Lukens 

11.8 

28% 

2.09 

3.5 

615 

Herman  Miller 

26.6 

25 

2.05 

2.1 

661 

Lyondell  Petrochem 

22.lt 

26% 

3.62 

3.4 

287 

Millipore 

86.4 

49% 

3.17 

1.2 

452 

M/A-Com 

50.0 

7% 

0.29 

0.0 

1026 

Mine  Safety  Appliances 

-22.0 

44% 

NA 

2.3 

396 

Mac  Frugal's  Bargains 

60.0 

21 

1.53 

0.0 

570 

Minn  Mining  &  Mfg 

32.8 

52% 

3.64 

3.3 

88 

Magma  Copper 

239.0 

17% 

1.72 

0.0 

913 

Minnesota  Power  &  Lt 

-7.3 

25% 

2.32 

8.0 

330 

MagneTek 

75.8 

14% 

1.04 

0.0 

285 

Mirage 

87.2 

20% 

1.42 

0.0 

338 

Mallinckrodt  Group 

74.8 

30% 

2.42 

1.8 

1019 

Mitchell  Energy 

-20.6 

17% 

0.90 

2.8 

149 

Manor  Care 

151.9 

28% 

1.72 

0.3 

559 

Mobil 

34.3 

84% 

5.93 

4.0 

275 

Manpower 

90.6 

27% 

1.26 

0.4 

92 

Modine  Manufacturing 

223.2 

30% 

2.26 

1.7 

815 

Manville 

4.1 

9% 

0.50 

0.0 

NR 

Mohawk  Industries 

NA 

16% 

1.78 

0.0 

576 

Mapco 

32.2 

52% 

5.49 

1.9 

1150 

Molecular  Biosystems 

^18.1 

11% 

-0.47 

0.0 

985 

Marion  Merrell  Dow 

-15.7 

22% 

1.26 

4.4 

139 

Molex 

163.5 

33% 

1.42 

0.1 

Note:  Except  as  indicated,  price  changes  are  from  Dec 

31,  1989  to  Nov. 

16 

1994. 

IP 

Not  ranked  because  of  merger,  spinoff,  reorganization,  new  issue  or  conversion 

to  stock 

company.    'Four-year  price  change. 

tThree 

-year  price  change. 

tDoes  not  reflect  specie 

i  cas 

h  dividend 

paid  or  distribution  of  stock  in 

another  company 

NA:  Not  available. 

Sources:  Forbes;  Wilshire  Associates;  Market  Guide  &  IBES,  Inc.  via  OneSource  Informatio 

-i  Set 

vices. 
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Rank     Company 


5-year  EPS 
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%  price  $  r' 


Rank     Company 


5-year  EPS 

price  1995      Current 

change      Recent     estimate      yield 


NR 

Monk-Austin 

NA 

14 

1.28 

1.3 

28 

Oakwood  Homes 

540.4 

22% 

1.83 

0.4 

605 

Monsanto 

27.6 

73% 

5.96 

3.4 

1082 

Occidental  Petroleum 

-31.2 

20% 

0.96 

4.9 

777 

Montana  Power 

8.3 

22% 

2.12 

7.0 

27 

Office  Depot 

543.8 

25% 

0.88 

0.0 

1107 

Moore  Corp 

-37.7 

18 

1.53 

5.2 

NR 

OfficeMax 

NA 

25% 

NA 

0.0 

555 

JP  Morgan  &  Co 

34.9 

59% 

7.46 

4.6 

1097 

Ogden 

-35.7 

20V2 

1.79 

6.1 

1133 

Morgan  Products 

-42.7 

5% 

NA 

0.0 

632 

Ohio  Casualty 

24.9 

291/2 

2.78 

4.9 

272 

Morgan  Stanley 

91.5 

61% 

7.09 

1.9 

1087 

Morrison  Knudsen 

-32.4 

15% 

0.90 

5.1 

177 

Morrison  Restaurants 

134.5 

27% 

1.70 

1.3 

165 

Morton  International 

142.5 

29 

1.85 

1.5 

62 

Motorola 

312.8 

60% 

3.02 

0.7 

85 

Mueller  Industries 

248.5t 

29% 

5.74 

0.0 

1036 

Ohio  Edison 

-23.2 

l81/4 

1.96 

8.2 

991 

Oklahoma  G&E 

-17.0 

32% 

2.99 

8.2 

349 

Old  Kent  Financial 

71.5 

31% 

3.63 

3.9 

320 

Old  Republic  Intl 

78.7 

19% 

2.53 

2.4 

928 

Olin 

-9.0 

54% 

5.14 

4.0 

110 

Olsten 

196.6 

33% 

2.02 

0.7 

920 

Multimedia 

-8.1 

28% 

2.21 

0.0 

230 

Omnicom  Group 

107.8 

531/2 

3.72 

2.3 

775 

Murphy  Oil 

8.5 

44% 

2.40 

2.9 

886 

Oneida 

-5.1 

13% 

1.80 

3.5 

NR 

Musicland  Stores 

NA 

16 

1.40 

0.0 

758 

Oneok 

10.6 

17% 

1.36 

6.4 

821 

Nacco  Industries 

3.6 

57V2 

5.34 

1.2 

71 

Oracle  Systems 

277.5 

44Ve 

1.85 

0.0 

588 

Nalco  Chemical 

30.8 

32% 

2.10 

3.0 

904 

Orange  &  Rockland 

-6.7 

29% 

3.25 

8.6 

096 

Nash  Finch 

-35.7 

16 

NA 

4.5 

614 

Oregon  Steel  Mills 

26.8 

15% 

1.22 

3.6 

1125 

Nashua 

-41.1 

20% 

2.26 

3.5 

538 

National  City 

36.7 

26% 

2.97 

4.5 

NR 

Natl  Convenience 

NA 

7% 

0.68 

0.0 

882 

National  Fuel  Gas 

-5.0 

26% 

2.32 

6.0 

799 

National  Health  Labs 

6.0* 

l31/4 

0.81 

0.0 

1056 

National  Medical 

-26.5* 

l41/4 

1.45 

0.0 

150 

Natl  Semiconductor 

151.7 

18'/4 

2.31 

0.0 

875 

National  Service 

-A.0 

26% 

1.86 

4.0 

NR 

National  Steel 

NA 

16 

4.31 

0.0 

97 

National  Western  Life 

216.3 

34 

NA 

0.0 

829 

NationsBank 

2.7 

471/2 

6.88 

4.2 

1193 

Navistar  Intl 

-64.8 

13% 

1.47 

0.0 

201 

Orion  Capital 

118.4 

31% 

4.16 

2.5 

144 

OrNda  HealthCorp 

160.0* 

14% 

1.35 

0.0 

1201 

Oryx  Energy 

-70.7 

13 

-0.09 

0.0 

706 

Oshkosh  Truck 

16.7 

11% 

NA 

4.4 

1078 

Outboard  Marine 

-30.8 

18 

1.87 

2.2 

832 

Overseas  Shipholding 

2.2 

23 

0.97 

2.6 

60 

Owens  &  Minor 

320.2 

15% 

0.86 

1.1 

747 

Owens-Corning 

11.9 

28V8 

4.03 

0.0 

889 

Owens-Illinois 

-5.2t 

11% 

1.37 

0.0 

204 

Oxford  Industries 

116.8 

27% 

2.92 

2.6 

699 

Paccar 

17.7 

43% 

5.34 

2.3 

1184 

Pacific  Enterprises 

-59.7 

20% 

1.90 

6.3 

549 

NBD  Bancorp 

35.4 

28% 

3.59 

4.2 

801 

NCH 

5.9 

63 

NA 

1.9 

919 

NEC 

-8.0 

601/4 

1.40 

0.8 

932 

Neiman  Marcus  Group 

-9.3 

14% 

0.58 

1.4 

807 

New  England  Electric 

4.8 

30Ve 

3.20 

7.6 

1095 

NY  State  E&G 

-35.5 

18% 

2.36 

7.5 

842 

Pacific  G&E 

0.6 

22Vs 

2.89 

8.9 

NR 

Pacific  Telesis 

NA 

28% 

2.78 

7.6 

38 

PacifiCare  Health 

435.3 

68V4 

3.59 

0.0 

1034 

PacifiCorp 

-23.0 

17% 

1.50 

6.1 

247 

PaineWebber  Group 

98.3 

14% 

2.07 

3.2 

388 

Pall 

62.0 

l81/2 

0.97 

2.0 

933 

New  York  Times 

-9.4 

24 

1.30 

2.3 

402 

Pamida  Holdings 

58.8* 

6% 

0.88 

0.0 

256 

Newell  Co 

95.5 

21% 

1.43 

1.8 

1040 

Panhandle  Eastern 

-23.4 

22% 

1.91 

3.7 

803 

Newmont  Mining 

5.8 

401A 

1.14 

1.2 

NR 

Paragon  Trade  Brands 

NA 

2l1/8 

2.91 

0.0 

220 

News  Corp 

110.1 

23% 

1.97 

0.4 

311 

Parker  Hannifin 

79.7 

45% 

3.43 

2.2 

918 

Niagara  Mohawk  Power 

-7.8 

13y4 

1.70 

8.5 

NR 

Payless  Cashways 

NA 

9 

1.29 

0.0 

846 

Nicor 

-0.5 

22% 

2.18 

5.5 

818 

PECO  Energy 

3.8 

24 

2.62 

6.8 

168 
NR 

501 
1022 
1154 

938 


NIKE 

Nine  West  Group 

Nipsco  Industries 

Nissan  Motor 

NL  Industries 

Noland 


140.8 
NA 
42.6 
-21.5 
-49.2 
-10.1 


64% 

26 

27% 

16 

12% 

20 


5.12 
2.17 
2.55 
0.31 
0.45 
NA 


1.6 
0.0 
5.2 
0.9 
0.0 
1.2 


198 

Penn  Traffic 

120.8 

39% 

3.13 

0.0 

582 

JC  Penney 

31.6 

47% 

4.62 

3.5 

961 

Pennsylvania  P&L 

-12.5 

18% 

2.05 

8.9 

1137 

Pennzoil 

-45.4 

48% 

1.58 

6.2 

191 

Pentair 

123.6 

41 

2.93 

1.8 

435 

People's  Bank 

53.2 

11% 

1.55 

4.7 

1213 

NorAm  Energy 

-79.4 

5% 

0.50 

5.0 

854 

Peoples  Energy 

-1.5 

25% 

2.13 

7.1 

182 

Nordson 

133.0 

581/4 

3.05 

1.1 

117 

Pep  Boys 

186.3 

34 

1.60 

0.5 

596 

Nordstrom 

29.5 

481/. 

2.80 

0.8 

347 

PepsiCo 

72.3 

36% 

2.40 

2.0 

442 

Norfolk  Southern 

51.9 

6P/2 

5.38 

3.1 

1199 

Perini 

-69.4 

10% 

0.40 

0.0 

NR 

Norrell 

NA 

17% 

1.20 

1.4 

572 

Perkin-Elmer 

32.6 

30 

2.00 

2.3 

224 

Nortek 

109.1 

ll1/2 

NA 

0.0 

971 

Perrigo 

-13.4t 

12% 

0.80 

0.0 

870 

Northeast  Utilities 

-3.3 

21% 

2.23 

8.1 

750 

No  States  Power 

11.6 

44% 

3.38 

5.9 

458 

Northern  Telecom 

49.2 

341/2 

1.93 

1.0 

369 

Northern  Trust 

66.4 

341A 

3.72 

3.0 

146 

Northrop  Grumman 

157.1 

45 

4.95 

3.6 

NR 

Northwest  Airlines 

NA 

18% 

2.98 

0.0 

NR 

Northwestern  Steel 

NA 

5% 

0.47 

0.0 

986 

Perry  Drug  Stores 

-15.9 

71/4 

0.82 

0.0 

1050 

Pet 

-24.9t 

17% 

1.19 

2.0 

652 

Petrie  Stores 

22.8 

261/4 

0.55 

0.8 

NR 

Petroleum  Heat  &  Pwr 

NA 

81/2 

1.85 

6.5 

197 

Pfizer 

120.9 

76% 

4.74 

2.4 

245 

Phelps  Dodge 

98.7 

58% 

5.86 

3.1 

NR 

Northwestern  Steel 

NA 

5% 

0.47 

0.0 

773 

PHH 

9.0 

36% 

4.55 

3.5 

236 

Norwest 

102.2 

22% 

2.81 

3.7 

444 

Philip  Morris  Cos 

51.4 

63 

6.22 

5.2 

706 

NovaCare 

16.7 

9% 

1.01 

0.0 

627 

Philips  Electronics 

25.0 

3l1/4 

3.61 

0.9 

43 

Novell 

387.1 

18% 

1.14 

0.0 

564 

Phillips  Petroleum 

33.7 

33% 

1.97 

3.3 

73 

Nucor 

276.8 

56% 

3.55 

0.3 

257 

Phillips-Van  Heusen 

95.3 

15% 

1.58 

1.0 

446 

NWNL  Cos 

51.3 

291/2 

3.94 

3.1 

NR 

Physician  Corp  Amer 

NA 

26 

1.66 

0.0 

988 

Nynex 

-16.0 

38% 

3.27 

6.1 

526 

Piedmont  Natural  Gas 

38.7 

l91/2 

1.49 

5.3 

Note:  Except  as  indicated,  price  changes  are  from  Dec.  31,  1989  to  Nov.  16,  1994.    NR:  Not  ranked  because  of  merger,  spinoff,  reorganization,  new  issue  or  conversion  to  stock 
company.    *Four-year  price  change     tThree-year  price  change.    JDoesnot  reflect  special  cash  dividend  paid  or  distribution  of  stock  in  another  company.    NA:  Not  available. 
Sources:  Forbes;  Wilshire  Associates;  Market  Guide  &  IBES,  Inc.  via  OneSource  information  Services. 
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1031 

Pier  1  Imports 

-22.8 

7% 

0.87 

1.6 

459 

Pilgrim's  Pride 

49.1 

10% 

1.10 

0.6 

1018 

Pinkerton's 

-20.6* 

17% 

1.17 

0.0 

353 

Pinnacle  West 

70.8 

19 

1.97 

4.7 

1099 

Pioneer  Electronic 

-35.8 

24% 

0.54 

1.0 

1143 

Pioneer  Financial  Svcs 

^6.4 

9% 

NA 

1.6 

207 

Pioneer  Hi-Bred  IntI 

116.2 

32% 

2.31 

2.1 

39 

Pioneer-Standard  Elec 

430.9 

18% 

1.83 

0.6 

491 

Pitney  Bowes 

43.7 

34% 

2.74 

3.0 

NR 

Pittston  Minerals 

NA 

241/8 

2.95 

2.7 

680 

Pittston  Services 

19.9 

25% 

2.14 

0.8 

NR 

Pittway 

NA 

40 

2.55 

1.3 

327 

Ply  Gem  Industries 

76.7 

19% 

2.01 

0.6 

824 

PNC  Bank 

3.3 

21% 

3.36 

6.5 

1070 

Polaroid 

-29.0 

321/2 

2.89 

1.8 

571 

Policy  Management  Sys 

32.7 

45% 

2.16 

0.0 

1091 

Pope  &  Talbot 

-33.8 

17% 

1.96 

4.4 

989 

Portland  General 

-16.4 

17% 

1.84 

6.7 

826 

Potlatch 

3.1 

37% 

3.15 

4.2 

1017 

Potomac  Electric 

-20.4 

19 

1.89 

8.7 

280 

PPG  Industries 

89.3 

37% 

3.28 

3.1 

NR 

Praxair 

NA 

21% 

1.56 

1.3 

822 

Precision  Castparts 

3.4 

21% 

1.71 

1.1 

113 

Premark  International 

193.5 

45% 

3.84 

1.8 

68 

Premier  Bancorp 

297.2 

16% 

2.39 

0.0 

456 

Premier  Industrial 

49.7 

25% 

1.43 

1.6 

514 

Price/Costco 

40.7 

15% 

1.14 

0.0 

305 

Procter  &  Gamble 

81.9 

63% 

3.68 

2.2 

5-year 

EPS 

price 

1995 

Current 

change 

Recent 

estimate 

yield 

Rank 

Company 

% 

price 

$ 

% 

927 

Riser  Foods 

-8.8 

61/2 

1.20 

0.0 

513 

Rite  Aid 

40.8 

231/2 

1.84 

2.6 

860 

Rochester  G&E 

-2.3 

21 

2.31 

8.4 

724 

Rochester  Telephone 

14.2 

23% 

1.55 

3.5 

NR 

Rock-Tenn 

NA 

15% 

1.35 

1.9 

461 

Rockwell  IntI 

48.9 

35% 

3.15 

3.1 

382 

Rohm  &  Haas 

62.6 

561/2 

4.36 

2.6 

1170 
265 

Rohr 

-54.0 

9% 

0.49 

0.0 

Rollins 

93.9 

23% 

1.59 

2.1 

1231 

Rose's  Stores 

-95.9 

% 

NA 

0.0 

891 

Ross  Stores 

-5.3 

13% 

1.45 

1.5 

NR 

Rouge  Steel 

NA 

25% 

5.90 

0.3 

1081 

Rouse 

-31.1 

18% 

NA 

3.7 

509 

Royal  Dutch  Petroleum 

41.6 

109% 

7.66 

4.4 

282 

RPM 

88.7 

19% 

1.19 

2.9 

430 

Rubbermaid 

53.7 

28% 

1.63 

1.8 

553 

Ruddick 

35.1 

19% 

1.60 

2.2 

694 

Russell 

18.2 

30% 

2.31 

1.6 

742 

Ryder  System 

12.3* 

22% 

2.25 

2.6 

956 

Rykoff-Sexton 

-11.3 

20% 

1.80 

0.0 

1021 

Ryland  Group 

-21.2 

14% 

2.14 

4.0 

1229 

Saatchi  &  Saatchi 

-94.1 

71/2 

0.44 

0.0 

624 

Safeco 

25.6 

48% 

5.84 

4.0 

148 

Safeguard  Scientifics 

153.2 

17% 

1.60 

0.0 

1102 

Safety-Kleen 

-36.1 

13 

1.00 

2.8 

152 

Safeway 

151.0* 

30% 

2.26 

0.0 

108 
912 
655 
817 
993 
969 


Protective  Life 
Provident  Life  &  Ace 
Providian 

Public  Service  Colo 
Public  Service  NM 
Pub  Svc  Enterprise 


198.3 

-7.3 

22.6 

3.8 

-17.1 

-13.2 


43% 
23% 
31% 
271/. 
12% 
25% 


5.06 
3.58 
4.07 
2.53 
1.32 
2.81 


2.6 

4.4 
2.5 
7.3 
0.0 
8.5 


205 

St  Joe  Paper 

116.2* 

60 

1.75 

0.3 

500 

St  Paul  Cos 

42.6 

42% 

4.99 

3.6 

1176 

Salant 

-57.4 

5 

0.90 

0.0 

1076 

Sallie  Mae 

-30.5 

33% 

4.81 

4.4 

383 

Salomon 

62.6 

38 

4.55 

1.7 

975 

San  Diego  G&E 

-14.1 

19% 

1.90 

7.8 

940 

Puget  Sound  P&L 

-10.2 

19% 

1.91 

9.3 

1130 

Santa  Fe  Energy  Res 

-41.9* 

9 

0.24 

0.0 

516 

Pulitzer  Publishing 

40.0 

37% 

2.96 

1.5 

NR 

Santa  Fe  Pacific 

NA 

16% 

1.10 

0.6 

353 

Pulte 

70.8 

19 

2.50 

1.3 

982 

Sanyo  Electric 

-15.0 

28% 

NA 

0.9 

716 

Quaker  Oats 

15.8J 

33% 

2.20 

3.4 

452 

Sara  Lee 

50.0 

25% 

1.61 

2.7 

861 

Quaker  State 

-2.6 

14 

1.05 

2.9 

1183 

Savannah  Foods 

-59.1 

11% 

0.50 

4.8 

476 

Quality  Food  Centers 

46.3 

22% 

1.56 

0.9 

714 

Scana 

16.1 

41% 

3.68 

6.8 

396 

Quanex 

60.0 

24 

1.65 

2.3 

209 

Quantum 

115.5 

15% 

3.52 

0.0 

484 

Questar 

44.6 

27% 

2.28 

4.1 

NR 

Quorum  Health  Group 

NA 

20% 

1.12 

0.0 

141 

QVC 

162.5 

43% 

1.93 

0.0 

NR 

Ralcorp  Holdings 

NA 

21% 

1.50 

0.0 

1079 

SCEcorp 

-30.8 

13% 

1.58 

7.3 

337 

Schering-Plough 

74.9 

74% 

5.39 

2.7 
2.2 

735 

Schlumberger 

13.0 

55% 

2.76 

NR 

Scholastic 

NA 

46% 

2.69 

0.0 

193 

A  Schulman 

122.3 

28% 

1.44 

1.1 

734 

Schultz  Sav-0  Stores 

13.0 

19% 

2.25 

1.2 

NR 

Ralston-Continental 

NA 

4% 

-0.33 

0.0 

35 

Charles  Schwab 

447.3 

33% 

2.54 

0.8 

837 

Ralston-Purina 

1.5* 

42% 

2.81 

2.8 

214 

SCI  Systems 

113.0 

18% 

1.53 

0.0 

765 

Raychem 

9.8 

34% 

1.91 

0.9 

123 

Scientific-Atlanta 

181.0 

22% 

0.86 

0.3 

NR 

Rayon  ier 

NA 

29 

2.98 

2.5 

960 

Scios  Nova 

-12.3 

6% 

-1.04 

0.0 

281 

Raytheon 

89.2 

65% 

6.33 

2.3 

519 

Scott  Paper 

39.5 

67% 

4.59 

1.2 

411 

Reader's  Digest  Assn 

56.8* 

46% 

2.46 

3.5 

NR 

Scotts 

NA 

15% 

1.45 

0.0 

228     Reebok  International                  107.9       39%        3.44          0.8 
743     Reliance  Group                            12.2          5%        0.86          5.6 
1205     Repligen                                    -72.5          2%      -1.41          0.0 
600     Republic  New  York                       28.8       44%         6.14          3.0 
706     Resorts  IntI                                    16.7*          %            NA          0.0 
NR     RevcoDS                                          NA        20%         1.34          0.0 

1227     Rexene                                      -91.1        12%            NA          0.0 

66     Reynolds  &  Reynolds                 300.0       24%         1.82          1.7 

910     Reynolds  Metals                           -7.2       49%        2.75          2.0 

651     Rhone-Poulenc                            22.9       25%         1.37          1.7 

348     Rhone-Poulenc  Rorer                   72.3       40%        3.19          2.8 

69     Richfood  Holdings                      287.3        15%         1.37          0.7 

1179     Riggs  National                             -58.2          8%         0.99          0.0 

627     EWScripps                                    25.0        30             1.70           1.5 
481     Seaboard                                     44.9      168%            NA          0.6 
359     Seagate  Technology                     68.3       25%        3.41          0.0 
618     Seagram                                      26.2       28%         2.66          2.1 
86     Sealed  Air                                  247.2       35%        2.18          0.0 
580     Sears,  Roebuck                            31.8J      50%         5.39          3.2 

1181     Seaway  Food  Town                     -58.7          9%            NA          3.8 

599     Selective  Insurance                     28.9       24%        3.22          4.6 

52     Sensormatic  Electron                346.8       35%         1.44          0.6 

1109     Sepracor                                    -38.2t        5%       -0.50          0.0 

1197     Sequa                                           -66.6        24%         2.50          0.0 

153     Service  Corp  IntI                        150.8       26%         1.72          1.6 

678     Service  Merchandise                    20.0          6            0.89          0.0 

Note:  Except  as  indicated,  price  changes  are  from  Dec.  31,  1989  to  Nov.  16,  1994.    NR:  Not  ranked  because  of  merger,  spinoff,  reorganization,  new  issue  or  conversion  to  stock 
company.    'Four-year  price  change.    t  Three-year  price  change.    tDoes  not  reflect  special  cash  dividend  paid  or  distribution  of  stock  in  another  company.    NA:  Not  available. 
Sources:  Forbes;  Wilshire  Associates;  Market  Guide  &  IBES,  Inc.  via  OneSource  Information  Services. 
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Rank     Company 


5-year  EPS 

price  1995       Current 

change  Recent     estimate      yield 

%  price  $ 


672 

Standard  Motor  Prods 

20.7 

18V« 

1.90 

1.8 

609 

Standard  Products 

27.1 

22V4 

2.46 

3.0 

788 

Standard  Register 

7.1 

17 

1.78 

4.0 

131 

Standex  International 

169.8 

31% 

NA 

2.0 

646 

Stanhome 

23.2 

31% 

2.81 

3.3 

850 

Stanley  Works 

-0.6 

38% 

3.15 

3.6 

58 

Staples 

323.6 

22% 

0.80 

0.0 

5-year 

EPS 

price 

1995 

Current 

change 

Recent 

estimate 

yield 

Rank 

Company 

% 

price 

$ 

% 

1140 

Super  Food  Services 

^J6.0 

10% 

1.01 

3.5 

987 

Supervalu 

-15.9 

24% 

2.72 

3.9 

1098 

Synergen 

-35.8 

5% 

-1.75 

0.0 

365 

Sysco 

67.6 

26'/2 

1.40 

1.4 

1148 

T  Cell  Sciences 

-47.5 

2% 

-0.37 

0.0 

NR 

Talbots 

NA 

34% 

1.81 

0.6 

1007 

Talley  Industries 

-18.6 

8% 

NA 

0.0 

689 

Tambrands 

18.9 

41% 

2.58 

4.2 

1048 

Tandem  Computers 

-24.5 

17% 

1.66 

0.0 

764 

Tandy 

9.9 

43 

3.41 

1.4 

350 

TBC 

71.5 

9% 

0.89 

0.0 

128 

TCF  Financial 

171.3 

36% 

5.01 

2.7 

17 

Tech  Data 

822.3 

17% 

1.30 

0.0 

609 

TECO  Energy 

27.1 

18% 

1.51 

5.4 

643 

Tecumseh  Products 

23.7 

41% 

5.21 

3.6 

180 

Tejas  Gas 

133.6 

44 

2.95 

0.0 

218 

Tektronix 

111.2 

37% 

2.79 

1.6 

589 

Tele-Communications 

30.8 

23% 

0.22 

0.0 

684 

Teledyne 

335 

Teleflex 

855 

Tele  &  Data  Systems 

551 

Temple-Inland 

1090 

Tenneco 

114 

Teradyne 

1161 

Terex 

424 

Terra  Industries 

864 

Tesoro  Petroleum 

810 

Texaco 

440 

Texas  Industries 

208 

Texas  Instruments 

937 

Texas  Utilities 

232 

Textron 

188 

Thermo  Electron 

252 

Thiokol 

534 

Thomas  &  Betts 

1074 

Thomas  Industries 

16 

Thorn  Apple  Valley 

31 

3Com 

421 

Tidewater 

908 

Tiffany 

NR 

TIG  Holdings 

703 

Time  Warner 

955  Times  Mirror 

676  Timken 

525  TJ  International 

841  TJX  Cos 

NR  TNT  Freightways 

877  Torchmark 


19.5* 
75.1 
-1.6 
35.3 
-33.5 
192.0 

-51.7 

55.1 

-2.7 

4.7 

52.3 

116.0 

-10.0 
104.1 
126.5 
96.2 
37.3 
-29.6 

832.2 

520.0 

55.7 

-7.0 

NA 

16.9 

-11.2 

20.3 

38.8 

0.8 

NA 

-4.1 


17% 

36% 

45% 

47 

41% 

32Vs 

81/2 

9V2 

9 
61% 
33V2 
77V2 

31% 

50V4 
46% 
25% 
681/2 
141A 

29 

42% 

22% 

431/2 

18 

35V4 

31% 

33% 
17 

15'/2 

24V2 
35% 


1.72 
2.73 
1.25 
4.15 
4.22 
2.27 

0.50 
1.36 
1.73 
4.24 
4.32 
8.52 

2.89 
5.32 
2.44 
3.03 
4.06 
NA 

2.80 
2.15 
1.22 
2.25 
1.98 
0.04 

1.26 
2.93 
1.28 
1.59 
1.88 
4.50 


0.0 
1.5 
0.8 
2.3 
3.9 
0.0 

0.0 
0.8 
0.0 
5.2 
0.6 
1.3 

9.7 
2.8 
0.0 
2.6 
3.3 
2.8 

1.0 
0.0 
1.8 
0.6 

1.1 
1.0 

3.4 
3.0 
1.3 
3.6 
1.5 
3.1 


58 

Staples 

323.6 

22% 

0.80 

0.0 

816 

Toro 

4.0 

26V* 

2.59 

1.8 

385 

State  Street  Boston 

62.4 

31% 

3.00 

1.9 

565 

Tosco 

33.5 

30% 

3.35 

2.1 

392 

Stepan 

60.8 

15% 

NA 

2.9 

469 

Toyota  Motor 

47.2 

42% 

0.77 

0.9 

463 

Sterling  Chemicals 

48.4 

ll1/2 

1.25 

0.0 

400 

Toys  'R'  Us 

58.9 

38 

2.28 

0.0 

163 

Stewart  &  Stevenson 

145.0 

34 

2.50 

0.8 

1172 

Trans  World  Entertain 

-55.0 

11% 

1.33 

0.0 

085 

Stone  Container 

-32.2 

15% 

1.17 

0.0 

731 

Transamerica 

13.3 

50Ve 

5.72 

4.0 

331     Stop&  Shop  Cos  75.7t      24%  1.85  0.0  261  Transatlantic  Holding                  95.0*  53%  4.88  0.7 

167     Storage  Technology  141.5       28%  3.05  0.0  1206  Transco  Energy  -72.7  I31/s  1.23  4.6 

384    Stratus  Computer  62.5       37%  3.24  0.0  178  Travelers  134.2  33%  4.51  1.8 

1014     Strawbridge  -20.3       221/2  2.38  4.9  725  Tredegar  Industries                      14.2  l81/8  1.50  1.3 

962     Stride  Rite  -12.6        12%  0.80  3.0  804  Triarc  Cos                                       5.2  12%  0.88  0.0 

111     Stryker  196.0       36%  1.77  0.2  759  Tribune                                        10.6  52%  3.47  2.0 

1058     Sun  Co  -26.6        30  2.09  6.0  NR  Trident  NGL  Holding                        NA  11  0.56  0.5 

262    Sun  Microsystems  94.9       33%  2.58  0.0  358  Trinity  Industries                         68.8  33%  3.15  2.0 

695     Sun  TV  &  Appliances  18.0t        9  1.08  0.4  636  Trinova                                         24.5  30V2  2.98  2.2 

96     SunAmerica  218.1        37%  4.39  1.6  528  TRW                                            38.5  68%  5.78  2.9 

NR     Sunbeam-Oster  NA       24'/2  1.54  0.2  1216  Tucson  Electric  -80.6          3V2  0.14  0.0 

530     Sundstrand  38.0       44%  3.36  2.7  1136  Tultex  -45.0          5V2  0.44  0.0 

210    SunTrust  Banks  115.3       49'A  4.84  2.9  1134  Turner  -44.0          7%  NA  0.0 

Note:  Except  as  indicateo,  price  changes  are  from  Dec.  31,  1989  to  Nov.  16,  1994.  NR:  Not  ranked  because  of  merger,  spinoff,  reorganization,  new  issue  or  conversion  to  stock 

comoany.    *Four-year  price  change.  tThree-year  price  change.  JDoes  not  reflect  special  cash  dividend  paid  or  distribution  of  stock  in  another  company.    NA:  Not  available. 
Sources:  Forbes;  Wilshire  Associates;  Market  Guide  &  IBES,  Inc.  via  OneSource  Information  Services. 
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838 

Turner  Broadcasting 

1.5 

l71/4 

0.40 

0.4 

70 

Vishay  Intertech 

281.9 

50% 

3.14 

0.0 

825 

20th  Century  Inds 

3.3 

11% 

1.25 

0.0 

342 

VLSI  Tech 

72.9 

12% 

1.26 

0.0 

916 

Tyco  International 

-7.4 

46% 

3.25 

0.9 

195 

Volt  Info  Sciences 

121.6 

28V4 

NA 

0.0 

1144 

Tyco  Toys 

-46.9 

5% 

0.39 

0.0 

560 

Volvo 

34.3 

19% 

3.56 

1.0 

304 

Tyson  Foods 

81.9 

22% 

1.57 

0.4 

805 

Vons  Cos 

5.1 

20% 

1.48 

0.0 

1204 

UAL 

-72.3} 

94% 

8.01 

0.0 

778 

Vulcan  Materials 

8.1 

48V8 

3.81 

2.7 

779 

UGI 

8.1 

20% 

1.44 

6.7 

760 

VWR 

10.4 

91/4 

0.60 

4.3 

573 

UJB  Financial 

32.5 

25 

3.09 

4.2 

482 

Waban 

44.8 

17% 

1.85 

0.0 

NR 

Ultramar 

NA 

24% 

3.12 

4.4 

399 

Wachovia 

59.6 

32% 

3.42 

4.0 

787 

UNC 

7.1 

5% 

0.59 

0.0 

721 

Wackenhut 

14.9 

14 

NA 

2.6 

1117 

Unicom 

-39.2 

22% 

2.51 

7.0 

227 

Wal-Mart  Stores 

108.4 

23% 

1.45 

0.7 

79 

Unifi 

259.1 

25% 

1.54 

1.6 

314 

Walgreen 

79.7 

42 

2.53 

1.9 

541 

Unilever  NV 

36.0 

115% 

9.42 

2.8 

970 

Wallace  Computer  Svcs 

-13.3 

27 

2.34 

2.7 

648 

Union  Bank 

23.0 

28% 

3.38 

4.9 

NR 

Wang  Laboratories 

NA 

11% 

0.31 

0.0 

634 

Union  Camp 

24.7 

46 

3.20 

3.4 

490 

Warnaco  Group 

43.7t 

17% 

1.59 

0.0 

NR 

Union  Carbide 

NA 

30% 

2.81 

2.4 

546 

Warner-Lambert 

35.7 

78% 

5.55 

3.1 

653 

Union  Electric 

22.7 

35Vs 

2.94 

6.9 

800 

Washington  Gas  Light 

6.0 

33% 

2.80 

6.7 

638 

Union  Pacific 

24.3 

47% 

4.65 

3.6 

221 

Washington  Mutual 

109.9 

17% 

2.83 

4.4 

782 

Union  Texas  Petrol 

7.6 

19% 

0.89 

1.0 

1042 

Washington  National 

-23.8 

21% 

2.69 

5.1 

1069 

Unisys 

-28.8 

l01/2 

1.09 

0.0 

959 

Washington  Post 

-12.3 

247 

14.22 

1.7 

3 

United  Healthcare 

1577.9 

50% 

2.30 

0.1 

593 

Watts  Industries 

30.2 

24 

1.57 

0.9 

977 

United  Illuminating 

-14.2 

29% 

3.40 

9.4 

235 

Del  Webb 

103.0 

17 

1.75 

1.2 

554 

US  Bancorp 

35.0 

23% 

3.00 

4.3 

1029 

Weirton  Steel 

-22.5 

8% 

1.82 

0.0 

607 

US  Bioscience 

27.3 

7% 

-0.36 

0.0 

999 

Weis  Markets 

-17.9 

24% 

1.75 

3.1 

9 

US  Healthcare 

1061.5* 

47% 

2.84 

1.8 

1043 

Wellman 

-23.8 

26% 

2.25 

0.9 

1001 

US  Home 

-17.9 

16 

2.96 

0.0 

NR 

WellPoint  Health 

NA 

29% 

2.42 

0.0 

936 

US  Shoe 

-9.9 

I81/s 

1.54 

1.8 

263 

Wells  Fargo 

94.8 

144% 

16.83 

2.8 

379 

US  Surgical 

63.5 

22% 

0.77 

0.4 

95 

Wendy's  Intl 

218.9 

14% 

1.07 

1.6 

1106 

United  Stationers 

-37.5 

10 

0.98 

4.0 

NR 

Western  Atlas 

NA 

45% 

1.93 

0.0 

763 

United  Technologies 

9.9 

59% 

5.55 

3.4 

225 

Western  Digital 

109.0 

17V2 

2.78 

0.0 

494 

Unitrin 

43.1* 

44 

3.10 

3.6 

401 

Western  Gas  Resources 

58.9 

21% 

1.01 

0.9 

856 

Univar 

-1.9 

13V8 

1.03 

2.3 

NR 

Western  National 

NA 

11% 

1.74 

1.4 

603 

Universal 

28.2* 

22% 

1.55 

4.2 

1113 

Western  Publishing 

-38.9 

12 

0.90 

0.0 

701 

Universal  Foods 

17.3 

28 

2.34 

3.4 

733 

Western  Resources 

13.1 

28 

2.64 

7.1 

NR 

Universal  Forest  Prod 

NA 

6% 

0.70 

0.7 

1191 

Westinghouse 

-63.2 

13% 

0.81 

1.5 

116 

Universal  Health 

186.5 

261/2 

2.26 

0.0 

1215 

Westmoreland  Coal 

-79.7 

4% 

-0.13 

0.0 

924 

Unocal 

-8.4 

271A 

1.52 

2.9 

NR 

WestPoint  Stevens 

NA 

15 

1.52 

0.0 

415 

UNUM 

56.3 

37% 

4.38 

2.6 

756 

Westvaco 

11.2 

33% 

2.43 

3.3 

973 

Upjohn 

-14.0 

33% 

2.57 

4.5 

545 

Weyerhaeuser 

35.7 

37% 

4.04 

3.2 

939 

US  West 

-10.1 

36 

2.97 

5.9 

403 

Whirlpool 

58.7 

52% 

4.94 

2.3 

1222 

USAir  Group 

-87.6 

4% 

-4.25 

0.0 

663 

Whitman 

21.5t 

16% 

1.31 

2.1 

1156 

USF&G 

-50.0 

14% 

1.36 

1.4 

237 

WHX 

101.8t 

14% 

2.90 

0.0 

NR 

USG 

NA 

211A 

3.36 

0.0 

NR 

Wickes  Lumber 

NA 

16 

2.68 

0.0 

968 

Uslico 

-13.2 

20V2 

1.79 

1.2 

783 

Wicor 

7.5 

26% 

2.40 

6.0 

785 

USLife 

7.5 

321/4 

4.59 

4.1 

409 

Willamette  Inds 

58.2 

43% 

4.46 

2.2 

308 

UST  Inc 

81.2 

27% 

2.13 

4.0 

NR 

Willcox  &  Gibbs 

NA 

6% 

0.65 

0.0 

NR 

USX-Delhi 

NA 

12% 

0.63 

1.6 

468 

Williams  Cos 

47.6 

28V2 

2.22 

2.9 

1049 

USX-Marathon 

-24.5t 

18V2 

0.94 

3.7 

381 

Winn-Dixie  Stores 

62.7 

52% 

3.24 

3.0 

602 

USX-US  Steel 

28.3t 

35% 

5.06 

2.8 

325 

Winnebago  Industries 

77.5 

8% 

0.90 

0.0 

709 

UtiliCorp  United 

16.5 

25% 

2.21 

6.7 

719 

Wisconsin  Energy 

15.4 

24% 

2.07 

5.7 

NR 

Valassis  Commun 

NA 

14% 

0.71 

0.0 

496 

Witco 

42.9 

27% 

2.26 

4.1 

535 

Valero  Energy 

37.2 

20% 

1.53 

2.5 

437 

WLR  Foods 

53.0 

25Y2 

2.09 

1.3 

1182 

Valhi 

-58.9 

7'/2 

NA 

1.1 

1008 

WMX  Technologies 

-18.9 

28% 

1.87 

2.1 

958 

Valmont  Industries 

-12.0 

16% 

1.42 

1.8 

1166 

Woolworth 

-53.0 

15 

1.46 

4.0 

278 

Valspar 

90.2* 

34 

2.18 

1.5 

212 

Worthington  Inds 

114.0 

21% 

1.32 

1.8 

1123 

Value  City  Dept  Stores 

-40.3t 

11% 

1.29 

0.0 

741 

WPL  Holdings 

12.3 

27% 

2.34 

7.0 

234 

Value  Health 

103.lt 

38V4 

1.79 

0.0 

1218 

WPP  Group 

-83.0 

3% 

0.24 

1.1 

90 

Varian  Associates 

232.9 

36 

2.58 

0.7 

745 

WPS  Resources 

12.1 

26% 

2.44 

6.8 

443 

Varity 

51.5 

37% 

3.29 

0.0 

147 

Wm  Wrigley  Jr 

155.9 

45% 

1.99 

2.2 

313 

Venture  Stores 

79.7* 

14% 

2.24 

4.0 

371 

Wyle  Laboratories 

65.9 

18% 

1.95 

1.5 

878 

Vertex  Pharmaceutical 

-4.2t 

14% 

-1.45 

0.0 

307 

Xerox 

81.4 

103% 

7.93 

2.9 

396 

VF 

60.0 

51 

4.63 

2.7 

1073 

Yellow 

-29.4 

18% 

1.69 

5.0 

504 

Viacom 

42.2 

40% 

0.50 

0.0 

472 

York  International 

46.9t 

38 

2.80 

0.4 

866 

Vicorp  Restaurants 

-2.9 

16% 

1.08 

0.0 

NR 

Younkers 

NA 

18% 

1.80 

0.0 

592 

Vigoro 

30.2t 

28 

2.78 

3.0 

840 

Zenith  Electronics 

1.0 

12% 

0.01 

0.0 

11 

Viking  Office  Prods 

957.8* 

30% 

1.00 

0.0 

637 

Zenith  National  Ins 

24.3 

22% 

2.28 

4.5 

1138 

Village  Super  Market 

-45.8 

8 

NA 

0.0 

1174 

Zurn  Industries 

-56.7 

17% 

1.36 

5.0 

Note:  Except  as  indicated,  price  changes  are  from  Dec 

31,  1989  to  Nov. 

16,  1994.    NR: 

Not  ranked  because  of  merger,  spinoff, 

reorganization,  new  issue  or  conversion  to  stock 

company.    'Four-year  price  change. 

tThree-year  price  change 

fDoes  not  reflect  special  cas 

h  dividend 

paid  or  distribution  of  stock  ir 

another  company 

.    NA:No 

available. 

Sources:  Forbes:  Wilshire  Associates:  Market  Guide  &  IBES,  Inc.  via  OneSource  Information  Ser 

vices. 
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Who's  where 

in  the  industry  groups 

With  plans  to  socialize  health  care  dead,  the  health  firms 
should  continue  to  perform  at  the  top  of  our  profitability  charts. 


By  Eric  S.  Hardy 


The  table  below  ranks  the  21  industry  groups  in  our 
Annual  Report  on  American  Industry  by  five-year  average 
annual  return  on  equity. 

The  health  care  industry  topped  the  list,  with  a  five-year 
average  return  of  17. 3%  and  17.9%  in  the  latest  12  months. 
With  White  House  plans  to  socialize  health  care  all  but 
dead,  this  sector  should  continue  to  do  well. 

The  chemicals,  capital  goods,  computers  and  communi- 


cations and  consumer  durables  industries  all  improved 
sharply  in  1994.  Particularly  impressive:  consumer  dura- 
bles, which  chalked  up  a  15.2%  return  in  the  period, 
compared  with  an  8.4%  average  return  over  five  years. 

Nine  industries  fell  below  their  five-year  averages,  but  in 
most  cases  the  differences  were  minor.  An  exception:  food 
distributors,  which  dropped  from  a  five-year  return  of 
12.1%  to  8.6%  for  the  last  12  months.  Why?  See  page  170. 


Profitability 


Return  on  equity 


Growth 


Earnings  per  share 


Net      Profit 
Sales    income  margin 


capital 

5-year         latest          latest  Debt/                  5-year  latest 

Industry                                           average       12  mos       12mos  capital               average  12  mos 

(number  of  companies)     rank       %             %             %  %  rank        %  % 


5-year         latest  latest  latest  latest 

average       12  mos       12  mos       12  mos       12  mos 


Health  (74)  1          17.3  17.9  13.4  24.2         1 

Drugs  (22)  22.8  20.5  16.2  16.5 

Health  care  services  (32)  18.6  17.6  11.0  32.1 

Medical  supplies  (20)  14.9  14.8  12.5  24.2 

Consumer  nondurables  (58)  2          16.9  16.1  11.5  26.5         4 

Personal  products  (23)  16.9  19.0  14.2  21.6 

Apparel  &  shoes  (20)  17.8  16.1  12.0  24.6 

Textiles(9)  9.2  11.5  8.4  38.0 

Photography  &  toys  (6)  14.8  12.0  8.4  32.7 

Food  drink  &  tobacco  (69)  3          15.9  14.1  10.6  38.1         7 

Food  processors  (47)  15.4  15.1  11.0  38.1 

Beverages  (12)  17.1  21.1  12.4  39.9 

Tobacco  (10)  18.4  2.6  4.1  37.3 

Financial  services  (99)  4          14.5  16.0  12.3  33.1       16 

Multinational  banks  (9)  10.2  16.0  10.2  44.2 

Regional  banks  (53)  14.0  16.0  13.7  25.5 

Thrift  institutions  (14)  6.0  12.1  8.5  12.5 

Brokerage  &  commodity  (10)  22.4  18.4  10.2  57.2 

Lease  &  finance  (13)  20.1  20.6  8.3  72.9 

Insurance  (80)  5          14.2  12.1  10.9  19.8         8 

Diversified  (12)  13.4  8.1  7.7  16.0 

Life  &  health  (30)  14.7  13.5  12.4  23.3 

Property  &  casualty  (35)  13.7  11.9  10.2  20.0 

Brokerage  (3)  23.9  19.4  18.8  22.3 

Retailing  (119)  6          12.8  11.8  9.3  32.6         2 

Department  stores  (11)  11.6  9.5  7.6  42.7 

Apparel  (21)  14.5  11.4  9.5  19.8 

Consumer  electronics  (10)  13.0  13.5  11.8  10.6 

Drug  &  discount  (3'.;  12.8  12.6  9.7  42.0 

Home  improvement  i ")  8.6  13.9  8.5  43.5 

Home  shopping  (10)  17.9  21.4  14.5             2.6 

Specialty  retailers  (29 )  9.6  7.2  8.4  29.9 

Aerospace  &  defense  (37) 

Entertainment  &  information  (<: 

Broadcasting  &  cable  (10) 
Movies  (4) 
Publishing  (27) 
Advertising  (6) 

D-P:  Deficit  to  profit,  def:  Deficit.  NM:  Not  meaningful.    For  further  explanation,  seepage  125. 
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12.7 

12.7 

23.6 

9.5 

8.0 

7.8 
10.2 

3.9 
11.7 

6.4 

5.5 
7.9 
6.3 

3.8 

-2.4 

3.5 

-7.1 

14.1 

9.6 

6.2 

5.5 
6.8 
6.2 
6.6 

12.1 

4.0 
12.2 
32.2 

7.6 
12.6 
11.5 
14.5 


8.1 

8.1 

13.0 

3.1 

5.2 

5.1 
8.5 
4.0 
2.3 

4.3 

5.0 

7.0 

-1.3 

4.4 

2.9 
5.7 

-0.2 
6.3 

12.4 

3.9 

1.1 
4.3 
6.0 
0.1 

8.5 

2.9 
6.9 
32.1 
7.1 
13.8 
14.9 
11.1 


9.5 

14.3 
10.8 
-5.4 

-11.5 

-14.3 

11.1 

NM 

NM 

-8.7 

-4.7 
NM 
NM 

6.8 

NM 

5.4 

NM 

29.8 

17.9 

7.7 

1.2 

10.4 

8.3 

1.7 

-13.5 

0.4 

-16.3 

-7.7 

NM 
-13.5 

NM 
-26.6 


16.5 

14.3 

22.3 

6.0 

3.0 

7.7 

8.9 

-26.9 

-14.9 

1.7 

3.3 

12.8 

-37.8 

12.0 

7.7 

13.4 

1.7 

-22.3 

23.2 

5.1 

-5.0 

14.3 

2.8 

0.0 

9.4 

18.1 

-15.1 

26.3 

0.0 
21.1 
16.4 

8.0 


1,921 

6,274 

1,237 

970 

1,136 

1,224 

742 

1,060 

2,481 

1,644 

1,574 
2,138 
2,049 

1,837 

11,599 

1,403 

724 

3,740 

2,827 

1,480 

2,644 
1,460 
1,500 
1,338 

1,347 

2,779 
1,284 
2,152 
1,819 
2,713 
1,041 
906 


72 

403 
51 
69 

51 

59 

45 

25 

137 

61 

47 

95 

101 

232 

1,289 

223 

61 

189 

350 

100 

90 

145 

75 

40 

28 

101 
25 
17 
30 
31 
44 
20 


7 

12.7 

11.3 

10.2 

37.3 

21 

-3.0 

-0.8 

11 

-20.8 

10.3 

1,493 

51 

8 

12.2 

14.8 

13.2 

28.0 

9 

5.3 

7.0 

15 

NM 

15.2 

1,680 

88 

def 

3.7 

9.3 

59.0 

8.1 

10.7 

NM 

-11.1 

1,936 

/9 

16.5 

9.8 

8.9 

45.6 

11.7 

3.6 

NM 

-26.8 

4,077 

22 

12.2 

15.4 

13.3 

25.4 

3.4 

5.0 

-15.7 

30.8 

1,559 

149 

16.3 

15.7 

15.7 

32.1 

10.3 

7.5 

NM 

1.0 

1,747 

21 

5.8 

8.3 

4.0 
6.2 

5.0 

6.4 
5.3 
3.6 
4.2 

3.3 

3.1 
7.4 
1.9 

13.2 

11.7 
14.9 
8.5 
8.0 
11.7 

6.9 

5.0 
8.6 
6.5 
6.9 

1.9 

3.0 
2.7 
1.2 
1.6 
1.5 
3.8 
1.9 

3.4 

6.8 

5.5 
2.6 
7.7 
2.8 
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Profitability 


Return  on  equity 


Growth 


Net      Profit 
Sales    income  margin 


Earnings  per  share 


Industry 
(number  of  companies)     rank 


capital 
5-year         latest  latest  Debt/  5-year         latest 

average       12  mos       12  mos        capital  average       12  mos 


5-year         latest  latest  latest  latest 

average       12  mos       12  mos       12  mos       12  mos 


Food  distributors  (52) 

9 

12.1 

8.6 

8.1 

41.5 

12 

4.5 

3.2 

5 

-4.1 

10.7 

1,313 

24 

1.2 

Supermarkets  &  convenience  (32) 

11.9 

8.4 

7.8 

50.9 

3.5 

0.9 

-11.8 

7.1 

1,699 

24 

1.2 

Food  wholesalers  (7) 

10.1 

8.7 

7.7 

32.0 

4.1 

5.1 

-10.9 

3.1 

2,810 

17 

0.8 

Restaurant  chains  (13) 

13.8 

14.7 

12.5 

20.1 

5.8 

5.2 

11.6 

18.7 

1,053 

59 

5.3 

Chemicals  (57) 

10 

12.1 

15.5 

11.3 

29.3 

19 

3.4 

6.1 

13 

-29.6 

14.8 

1,381 

54 

5.5 

Diversified  (14) 

8.0 

15.5 

12.6 

31.6 

0.2 

3.5 

-24.3 

24.1 

4,273 

242 

5.9 

Specialized  (43) 

13.1 

15.5 

11.2 

26.6 

5.9 

7.5 

-35.1 

14.8 

1,049 

52 

4.9 

Business  services  &  supplies  (69)       11  11.9  14.0  11.2  30.2 

Business  services  (25)  13.1  14.6  14.1  26.5 

Business  supplies  (28)  11.3  12.8  11.1  28.8 

Industrial  services  (9)  8.6  15.1  10.2  38.3 

Environmental  &  waste  (7)  4.8  0.2  0.4  48.3 

Electric  utilities  (77)  12        11.5  11.7  6.2  37.3 

Northeast  (23)  11.1  10.4  6.0  37.3 

North  central  (25)  11.8  11.9  6.5  37.3 

Southeast  (10)  12.9  12.4  6.9  35.5 

South  central  (7)  10.5  9.6  5.3  38.6 

Western  (12)  9.7  11.2  6.0  37.4 

Capital  goods  (66)  13        10.8  13.0  10.2  29.8 

Electrical  equipment  (15)  13.9  12.7  9.6  36.2 

Heavy  equipment  (15)  8.5  16.2  11.3  41.5 

Other  industrial  equipment  (36)  11.4  12.5  10.0  25.5 

Travel  (24)  14         10.7  8.3  6.5  53.8 

Airlines  (11)  def  1.0  4.1  70.4 

Hotels  &  gaming  (13)  13.4  10.9  8.1  46.5 


18 


11 


6.8 

8.8 
5.8 
9.5 
9.4 

3.5 

5.3 
2.6 
3.1 
4.6 
3.7 

5.2 

3.8 
4.9 

6.5 

7.6 
9.8 
7.0 


9.9 
13.0 
6.7 
4.9 
9.8 

3.3 
4.6 

2.6 
3.5 
3.9 
3.1 

8.4 

5.3 

15.4 

8.7 

7.8 

7.9 

7.7 


15 


15 


-15.5 

-13.9 

-8.7 

NM 

NM 

-4.0 

-2.9 
-6.0 

1.8 
-4.0 

NM 

NM 
-27.6 
-26.0 

NM 

NM 

NM 
-4.5 


15.8 
20.4 
15.8 
14.5 
-93.5 

-0.8 

-3.5 

-0.8 

-1.0 

-10.5 

7.0 

17.6 
9.9 

95.6 
17.3 

18.8 

66.7 

16.4 


984 
1,217 

783 
1,113 

796 

1,769 

1,926 
1.605 
2,793 
3,672 
1,483 

1,138 

1,128 
1.746 
1,055 

1,473 

7,118 
1,223 


47 

53 

43 

55 

0 

147 

166 

93 

266 

283 

131 

43 

58 
74 
35 

87 

7 
95 


Energy  (87) 
International  oils  (7) 
Other  energy  (37) 
Oilfield  services  (7) 
Gas  producers  &  pipeliners  (1 1) 
Gas  distributors  (14) 
Integrated  gas  (11) 

Consumer  durables  (80) 
Automobiles  &  trucks  (10) 
Automotive  parts  (32) 
Appliances  (13) 
Home  furnishings  (16) 
Recreation  equipment  (9) 

Forest  products  &  packaging  (37) 
Paper  &  lumber  (20) 
Packaging  (17) 

Construction  (46) 

Commercial  builders  (12) 
Residential  builders  (13) 
Cement  &  gypsum  (7) 
Other  materials  (14) 

Metals  (44) 
Steel  (27) 
Nonferrous  metals  (17) 

All-industry  medians 

D-P:  Deficit  to  profit,  def:  Deficit. 
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18 


13 


20 


21 


9.1 

8.9 

6.6 

39.6 

0.6 

9.1 

7.3 

18.3 

5.1 

5.6 

5.2 

43.0 

6.0 

7.9 

6.6 

23.6 

0.6 

10.3 

6.5 

43.1 

0.9 

11.7 

7.5 

41.6 

9.6 

9.6 

6.1 

38.6 

8.4 
4.9 
9.9 
4.1 
10.1 
7.7 

7.1 

6.4 
9.2 

5.9 

7.0 

10.5 

4.6 

2.9 

4.6 
4.6 

4.3 

11.4 


15.2 

11.3 
16.6 
10.0 
14.0 
15.2 

5.6 
6.8 

4.6 

8.4 

2.3 

11.7 

7.2 

4.9 

6.7 

10.7 

2.6 

12.6 


11.6 

6.7 

12.8 

6.6 

9.6 

12.8 

4.7 

5.4 
4.5 

6.2 

4.7 
8.3 
6.0 
7.9 

7.3 

9.2 

4.6 

9.4 


31.7 

44.4 
27.6 
38.1 
29.2 
24.0 

41.6 

42.6 

41.3 

39.1 

29.9 
43.4 
30.8 
42.9 

34.0 

35.2 
32.0 

32.8 


13 


14 


15 


17 


20 


4.5 
4.5 
2.4 
7.2 
4.3 
4.7 
5.0 

3.9 

2.3 
3.7 
4.4 
4.9 
5.3 

3.8 

2.4 

5.0 

3.7 

5.8 

7.7 

-2.9 

-2.7 

-2.4 

-2.6 

■1  8 

5.5 


1.1 

0.0 
-1.4 

2.0 
-0.3 

3.9 

0.0 

11.3 
13.1 

12.0 
6.0 
8.3 

17.7 

5.2 

4.6 
6.0 

10.4 

2.3 

26.4 

9.7 

7.0 

7.8 

11.6 
6.0 

6.3 


12 


15 


15 


14 


15 


-23.4 

-12.7 
NM 
NM 

10.5 
0.1 

-2.0 

NM 

NM 

-20.5 

NM 

-6.6 

NM 

NM 

-33.0 
NM 

-31.8 

NM 

NM 

-32.3 

-26.8 

NM 

NM 
NM 

-18.8 


0.9 

-9.4 
-44.3 
150.0 

-7.2 
6.6 

14.0 

30.4 

58.4 
30.6 
35.9 
14.7 
13.1 

13.2 

16.1 
12.5 

24.1 

-34.8 

52.1 

D-P 

26.2 

27.4 

65.1 
-16.3 

11.8 


1,581 

54,924 
1,557 
2,505 
1.869 
1,174 
1,398 

1,769 

54,434 
1.417 
5,181 
1,238 

713 

1,426 

1,959 
1,194 

748 

1,054 
766 

1,186 
645 

1,300 

897 

2,232 

1,449 


55 

1,585 
30 
45 
88 
49 
70 

54 

241 
59 

102 
38 
34 

32 

42 
29 

18 

4 
31 
34 
11 

19 

17 
23 

60 


3.3 

2.8 

3.7 
3.3 

0.1 

9.8 

9.4 
9.7 
11.9 
8.4 
9.2 

4.3 

4.4 
4.6 
3.8 

3.0 
0.7 
7.7 


Computers&communicationsdOl)   15 

10.2 

13.7 

10.7 

19.6      : 

12.0 

15.2 

15 

NM 

31.1 

1,629 

101 

5.5 

Major  systems  (25) 

5.6 

9.9 

8.5 

10.6 

6.1 

13.1 

NM 

36.6 

2,108 

83 

3.4 

Peripherals  &  equipment  (41) 

13.7 

18.2 

15.3 

17.6 

15.3 

24.2 

7.8 

51.6 

1,387 

79 

5.5 

Software  (11) 

16.2 

6.6 

7.0 

1.2 

17.7 

7.9 

NM 

9.7 

641 

28 

5.9 

Telecommunications  (24) 

9.6 

11.5 

8.6 

33.5 

8.2 

8.8 

-7.9 

5.9 

6,582 

189 

7.6 

Transport  (30)                                  16 

10.1 

12.8 

8.2 

36.2       1C 

1           5.3 

9.4 

10 

-15.5 

27.6 

1,843 

65 

3.1 

Railroads  (11) 

8.4 

19.9 

8.6 

34.8 

0.6 

5.8 

NM 

30.5 

3,657 

206 

7.9 

Trucking  &  shipping  (14) 

10.9 

7.0 

6.7 

36.7 

5.7 

11.2 

-16.2 

5.7 

1,082 

26 

1.5 

Air  freight  (5) 

10.1 

12  7 

10.2 

44.3 

8.0 

15.9 

-8.8 

40.2 

1,777 

43 

2.7 

2.8 

3.2 
1.9 
5.2 
2.7 
5.3 
5.0 

3.4 

1.6 
4.3 
2.2 
3.5 
3.4 

2.6 

2.6 
2.9 

2.5 

0.5 
3.4 

4.2 
1.9 

1.9 
2.2 

1.8 

4.3 


NM:  Not  meaningful.    For  further  explanation,  see  page  125. 
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Who's  where 
in  this  issue 

This  table  shows  growth,  profitability 
and  stock  market  ranks,  along  with 
corresponding  page  numbers,  for  each 
of  the  1,340  U.S.  and  30  foreign  companies 
tracked  in  this  survey. 


Rank 

Company 

Earnings 
growth 

Stock 
market 

Profitability 

Page 

AAR 

Abbott  Laboratories 

Abex 

ABM  Industries 

Acme  Metals 

630 
201 

329 
NM 

1196 
277 

647 
922 

945 
24 

486 

1008 

128 
180 
126 
128 
188 

Actava  Group 
ACX  Technologies 
Adams  Res  &  Energy 
Adia  Services 
Advanced  Micro 

NM 

585 
NM 
NM 

1189 

145 
489 
101 

1149 

84 
809 
242 

149 
178 
158 
128 
138 

ADVO 

Aetna  Life  &  Cas 

Aflac 

AGCO 

HFAhmanson 


Allied  Group 

AlliedSignal 

Allmerica  Prop  &  Cas 

Allstate 

Alltel 


NM 

154 

316 

162 

NM 

1011 

1046 

184 

138 

173 

204 

184 

** 

** 

** 

131 

NM 

931 

1000 

164 

Air  &  Water  Tech 

NM 

1198 

1119 

128 

Air  Express  Intl 

158 

56 

89 

194 

Air  Prods  &  Chems 

NM 

269 

562 

134 

Airborne  Freight 

NM 

786 

787 

194 

Airgas 

NM 

46 

491 

134 

AirTouch  Commun 

** 

** 

994 

138 

AK  Steel  Holding 

** 

** 

** 

188 

Akzo  Nobel 

628 

422 

867 

134 

Alaska  Air  Group 

NM 

996 

1159 

196 

Albany  International 

678 

862 

901 

178 

Albemarle 

** 

** 

** 

134 

Alberto-Culver 

374 

732 

382 

149 

Albertson's 

189 

205 

115 

170 

Alcan  Aluminium 

NM 

770 

1037 

188 

Alco  Standard 

636 

366 

850 

128 

Alex  Brown 

15 

161 

121 

164 

Alexander  &  Alexander 

NM 

1092 

1090 

184 

Alexander  &  Baldwin 

610 

1115 

308 

194 

Alleghany 

232 

318 

671 

184 

Allegheny  Ludlum 

594 

507 

154 

188 

Allegheny  Power 

471 

863 

595 

154 

Allen  Group 

NM 

42 

641 

145 

Allergan 

NM 

344 

447 

180 

Alliance  Pharmaceut 

** 

1094 

** 

180 

Alliant  Techsystems 

NM 

121 

510 

126 

87 
371 
193 

398 


112 
255 
417 

477 


182 
348 
339 

225 


184 
126,  145 
184 
184 
138 


Company 


Alumax 

Alcoa 

AM  International 

AMC  Entertainment 

Amdahl 


Amer  Business  Prods 
American  Electric 
American  Express 
American  General 
American  Greetings 

American  Home  Prods 
American  Intl  Group 
American  Maize 
American  Medical 
American  Natl  Ins 

American  Premier 
American  President 
American  Re 
American  Stores 
American  Water  Works 


Amoco 

AMP 

Amphenol 

AMR 

Amsco  International 

AmSouth  Bancorp 
Amtran 
Anacomp 
Analog  Devices 
Anchor  Bancorp 

Andrew 
Angelica 

Anheuser-Busch  Cos 
AnnTaylor  Stores 
Anthem  Electronics 


Earnings  Stock         Profitability 

growth  market 


NM 


NM 
NM 


Amerada  Hess 

NM 

Amerco 

NM 

America  West  Airlines 

** 

American  Bankers 

141 

American  Brands 

408 

362 
548 

NM 
NM 
169 

386 
352 

NM 
NM 
243 

106 
NM 

115 
383 


749 

619 
1061 

870 

1226 
345 
879 

488 
867 

944 
317 
391 

683 
352 

715 

57 

548 

963 
334 

264 
467 


523 

NM 
NM 
NM 
314 

340 

NM 
NM 
NM 
NM 

107 
527 
NM 
3 
292 


740 
374 
132 
951 
1188 

291 

1126 
76 
13 

29 
981 
585 
137 
279 


1018 

78 
1162 

1033 
878 

306 
201 

393 
661 

739 
476 

12 
355 
965 
664 
785 

759 
613 

384 
741 


666 

356 

1062 

1131 

438 

421 
938 
615 
922 
210 

407 
765 
232 
984 
307 


188 
188 
128 
162 
138 

158 
190 
196 
184 
174 

128 
154 
164 
184 
162 

180 
184 
174 
180 
184 

184 
194 
184 
170 
154 


Ameritech 

432 

692 

302 

138 

Ameron 

NM 

1032 

1096 

142 

Ames  Dept  Stores 

** 

** 

** 

190 

Ametek 

NM 

574 

566 

131 

Amgen 

** 

24 

** 

180 

158 
138 
131 
196 
180 

164 
196 
128 
138 
164 

131 
180 
174 
190 
138 


Earnings  growth:  5-year  annual  earnings-per-share  growth.    Stock  market:  5-year  price  change.    Profitability:  5-year  return  on  equity.     NM:  Not  meaningful.    "Not  ranked. 
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Earnings  Stock  Profitability 

growth  market 


Anthony  Industries 

Aon 

Apache 

Apogee  Enterprises 

Apple  Computer 

Applied  BioScience 
Applied  Materials 
Applied  Power 
Arbor  Drugs 
Archer  Daniels 


Avon  Products 
Avondale  Industries 
Aztar 
J  Baker 
Baker  Hughes 

Ball 

Bally  Entertainment 
Baltimore  G&E 
Banc  One 
Bancorp  Hawaii 


Bankers  Trust  NY 
BanPonce 
Banta 
CR  Bard 
Barnes  &  Noble 

Barnes  Group 
Barnett  Banks 
Bassett  Furniture  Inds 
Bausch  &  Lomb 
Baxter  International 

BayBanks 

Bear  Stearns  Cos 

Bearings 

Beazer  Homes  USA 

Beckman  Instruments 

Becton  Dickinson 
Bell  Atlantic 
Bell  Industries 
BellSouth 


NM 
'415 
206 
665 
602 

NM 
608 

NM 
431 


626 
727 
503 
713 
712 

1083 

21 

776 

474 

419 


30 

NM 
NM 
373 
NM 

NM 
NM 
NM 
238 

351 


355 
1118 
1068 
1002 
1045 

974 

1180 

902 

547 

711 


224 
441 
355 
NM 

652 
NM 
207 
325 
NM 

NM 
89 

NM 

NM 

435 
460 
NM 
528 


499 
514 
217 
675 

627 
754 
439 
811 
772 

323 

295 
645 

360 

441 
935 
394 
945 


691 
404 
768 
846 
300 

406 
928 
519 
586 


4 

1173 

980 

523 

896 

991 
1158 
740 
268 
298 


147 
462 
444 
283 

856 
696 
808 
288 
948 

897 
143 
909 

913 

418 
372 

1004 
697 


145 
184 
158 
142 
138 

180 
138 
131 
190 
174 


Argonaut  Group 

439 

650 

331 

184 

Arkansas  Best 

NM 

** 

181 

194 

Armco 

NM 

1110 

1215 

188 

Armstrong  World  Inds 

649 

746 

988 

145 

Arrow  Electronics 

8 

14 

459 

138 

Arvin  Industries 

100 

390 

845 

145 

Asarco 

NM 

884 

1049 

188 

Ashland  Oil 

391 

892 

755 

158 

Assoc  Natural  Gas 

25 

288 

737 

158 

AST  Research 

NM 

158 

535 

138 

AT&T 

NM 

729 

263 

138 

Guy  F  Atkinson 

NM 

1089 

1128 

142 

Atlanta  Gas  Light 

425 

834 

672 

158 

Atlantic  Energy 

NM 

972 

603 

154 

Atlantic  Richfield 

660 

906 

467 

158 

Automatic  Data 

245 

181 

141 

128 

AutoZone 

29 

420 

52 

190 

Avery  Dennison 

526 

831 

814 

128 

Aviall 

** 

** 

** 

126 

Avnet 

377 

639 

817 

138 

149 
126 
196 
190 
158 

178 

196 
154 
164 
164 


Bandag 

418 

520 

63 

145 

Bank  of  Boston 

NM 

498 

998 

164 

Bank  of  New  York 

NM 

449 

668 

164 

BankAmerica 

312 

431 

375 

164 

Bankers  Life  Holding 

** 

** 

** 

184 

164 
164 
162 
180 
190 

145 
164 
145 
180 
180 

164 
164 
131 
142 
180 

180 
138 
138 
138 


Rank 

Company 

Earnings 
growth 

Stock 
market 

Profitability 

Page 

AH  Belo 

102 

506 

528 

162 

Bemis 

411 

517 

329 

178 

Beneficial 

345 

433 

385 

164 

Bergen  Brunswig 

505 

917 

565 

180 

WR  Berkley 

NM 

649 

591 

184 

Berkshire  Hathaway 

334 

184 

821 

184 

Best  Buy 

24 

2 

434 

190 

Bethlehem  Steel 

NM 

897 

1208 

188 

Betz  Laboratories 

346 

412 

165 

134 

Beverly  Enterprises 

NM 

154 

1023 

180 

BIC 

222 

324 

259 

149 

BigB 

NM 

242 

716 

190 

Bindley  Western  Inds 

244 

654 

717 

180 

Biogen 

** 

174 

** 

180 

Birmingham  Steel 

NM 

635 

823 

188 

Black  &  Decker 

NM 

606 

996 

145 

Blair 

NM 

569 

129 

190 

H&R  Block 

221 

186 

69 

128 

Block  Drug 

414 

812 

517 

149 

Blount 

NM 

55 

954 

131 

Boatmen's  Bancshs 

149 

302 

437 

164 

Bob  Evans  Farms 

276 

268 

359 

170 

Boeing 

148 

728 

234 

126 

Boise  Cascade 

NM 

1139 

1137 

178 

Borden 

NM 

1187 

1175 

174 

Borg-Warner  Auto 

** 

** 

** 

145 

Borg-Warner  Security 

** 

** 

** 

128 

Borland  Intl 

NM 

835 

1188 

138 

Boston  Edison 

273 

755 

688 

154 

Bowater 

NM 

921 

1104 

178 

Bradlees 

** 

** 

** 

190 

Briggs  &  Stratton 

73 

151 

150 

131 

Brinkerlntl 

99 

87 

280 

170 

Bristol-Myers  Squibb 

168 

796 

40 

180 

British  Airways 

549 

376 

465 

196 

British  Petroleum 

613 

641 

851 

158 

Broadway  Stores 

** 

** 

** 

190 

Broken  Hill 

NM 

253 

219 

188 

Brooke  Group 

NM 

1200 

1222 

174 

Brooklyn  Union  Gas 

449 

806 

636 

158 
174 

Brown-Forman 

337 

848 

156 

Brown  Group 

NM 

691 

1070 

190 

Browning-Ferris  Inds 

34 

1063 

520 

128 

Bruno's 

507 

1114 

530 

170 

Brunswick 

NM 

586 

1026 

145 

Burlington  Coat 

192 

427 

456 

190 

Burlington  Industries 

NM 

** 

1210 

149 

Burlington  Northern 

375 

425 

606 

194 

Burlington  Resources 

60 

1016 

762 

158 

Butler  Manufacturing 

603 

239 

490 

142 

Buttrey  Food  &  Drug 

NM 

** 

926 

170 

BWIP  Holding 

NM 

984 

80 

131 

Cabletron  Systems 

31 

6 

13 

138 

Cablevision  Systems 

NM 

423 

1222 

162 

Cabot 

NM 

447 

525 

134 

Cadence  Design 

NM 

852 

731 

138 

Caesars  World 

294 

537 

206 

196 

Caidor 

10 

367 

285 

190 

California  Federal 

NM 

1225 

1164 

164 

CalMat 

682 

1103 

964 

142 

Cameo  International 

** 

** 

** 

158 

Campbell  Soup 

NM 

448 

112 

174 

Canadian  Pacific 

NM 

1080 

1130 

194 

Canandaigua  Wine 

85 

20 

469 

174 

Earnings  growth:  5-year  annual  earnings-per-share  growth.     Stock  market:  5-year  price  change.     Profitability:  5-year  return  on  equity.     NM:  Not  meaningful.    '*Not  ranked. 
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Rank 

Company 

Earnings 
growth 

Stock 
market 

Profitability 

Page 

Canon 

552 

531 

894 

128 

Capital  Cities/ABC 

NM 

466 

563 

162 

Cardinal  Health 

88 

78 

569 

180 

Caremark  Intl 

** 

** 

** 

180 

Carlisle  Cos 

354 

244 

742 

142 

Carnival 

NM 

202 

178 

196 

Carolina  Freight 

NM 

1146 

1099 

194 

Carolina  Power  &  Lt 

247 

751 

498 

154 

Carpenter  Technology 

NM 

685 

675 

188 

Carr-Gottstein  Foods 

** 

** 

1014 

170 

Carson  Pirie  Scott 

** 

** 

*, 

190 

Carter-Wallace 

536 

1066 

669 

149 

Case 

** 

** 

** 

131 

Casey's  General  Store 

153 

179 

452 

170 

AM  Castle  &  Co 

596 

478 

870 

188 

Castle  Energy 

NM 

1035 

1199 

158 

Caterpillar 

NM 

259 

542 

131 

CBI  Industries 

NM 

843 

963 

142 

CBS 

NM 

429 

100 

162 

CCP  Insurance 

** 

** 

** 

184 

CDI 

646 

681 

939 

128 

Cell  Genesys 

** 

** 

** 

180 

Centerior  Energy 

NM 

1178 

1132 

154 

Centex 

335 

584 

627 

142 

Centocor 

** 

566 

** 

180 

Central  &  So  West 

NM 

828 

594 

154 

Central  Hudson  G&E 

465 

833 

633 

154 

Central  Maine  Power 

475 

1127 

654 

154 

Central  Newspapers 

489 

690 

674 

162 

Central  Steel  &  Wire 

696 

907 

952 

188 

Cephalon 

** 

1118 

,* 

180 

Ceridian 

NM 

471 

1029 

128 

Champion  Intl 

NM 

738 

1071 

178 

Charming  Shoppes 

173 

620 

264 

190 

Charter  Medical 

** 

180 

Chase  Manhattan 

NM 

809 

947 

164 

Chemed 

NM 

896 

414 

128 

Chemical  Banking 

NM 

662 

789 

164 

Chesapeake 

679 

407 

942 

178 

Chevron 

NM 

621 

692 

158 

Church  &  Dwight 

114 

671 

194 

149 

Cigna 

545 

726 

888 

184 

CILcorp 

517 

1009 

670 

154 

Cincinnati  Bell 

NM 

1084 

1005 

138 

Cincinnati  Financial 

318 

300 

549 

184 

Company 


Cincinnati  Milacron 

CINergy 

Cintas 

Cipsco 

Circuit  City  Stores 

Circus  Circus 
Cirrus  Logic 
Cisco  Systems 
Citicorp 
Citizens  Utilities 

CKE  Restaurants 
Clark  Equipment 
Clayton  Homes 
Clorox 


Coast  Savings  Finl 
Coastal 
Coca-Cola 
Coca-Cola  Bottling 
Coca-Cola  Enterprises 

Coleman 

Colgate-Palmolive 
Collagen 
Collins  &  Aikman 
Coltec  Industries 


Commercial  Metals 
Commonwealth  Energy 
Compaq  Computer 
CompUSA 
Computer  Associates 

Computer  Sciences 

Computervision 

Comsat 

ConAgra 

Cone  Mills 

Conner  Peripherals 
Conrail 
Conseco 

Consolidated  Edison 
Consol  Freightways 


Chicago  &  N  Western 

NM 

** 

1222 

194 

Consol  Natural  Gas 

Chiquita  Brands  Intl 

NM 

1041 

1120 

174 

Consolidated  Papers 

Chiron 

** 

143 

** 

180 

Consolidated  Stores 

Chrysler 

NM 

136 

635 

145 

Continental  Airlines 

Chubb 

NM 

462 

423 

184 

Continental  Can 

Earnings  Stock         Profitability 

growth  market 


Club  Med 

157 

640 

640 

196 

CML  Group 

46 

100 

30 

190 

CMS  Energy 

NM 

1129 

1138 

154 

CNA  Financial 

574 

1088 

990 

184 

Coachmen  Industries 

NM 

216 

860 

145 

NM 
NM 
204 
NM 
NM 


NM 


590 


666 
997 
129 
784 
696 

258 
644 


NM 
NM 
NM 
NM 
65 

342 

NM 
NM 
310 
NM 

NM 

248 

26 

469 

NM 

480 

638 

9 

601 


416 

894 

104 

1128 

72 

159 

766 
375 


857 

196 

36 

983 

1000 

1067 
820 

51 

577 


230 

720 

26 

196 

146 

142 

92 

138 

7 

8 

3 

138 

NM 

414 

903 

164 

387 

757 

341 

138 

612 
NM 
113 
277 


1100 

298 

48 

558 


842 

1036 

209 

220 


170 
131 
142 
149 


Cray  Research 
Crestar  Financial 
Crompton  &  Knowles 
Crown  Central  Pet 


559 

NM 
110 
NM 


1157 
552 
260 

1155 


973 

997 

10 

223 

1089 

287 
1222 


764 

639 

228 

1214 

79 

494 

795 

254 

85 

1139 
924 

11 

550 

1094 

754 
749 
383 

583 


769 
683 

71 
1075 


164 
158 
174 
174 
174 

145 
149 
180 
145 
126 


Columbia  Gas  System 

NM 

1158 

1078 

158 

Columbia/HCA 

NM 

5 

560 

180 

Comcast 

NM 

410 

1219 

162 

Comdisco 

600 

903 

818 

128 

Comerica 

404 

368 

408 

164 

Commerce  Bancshs 

326 

341 

471 

164 

Commerce  Clearing 

681 

1012 

866 

162 

Commerce  Group  Inc 

58 

26 

34 

184 

Commercial  Federal 

NM 

40 

891 

164 

Commercial  Intertech 

NM 

627 

791 

131 

188 
154 
138 
190 
138 

128 
138 
138 
174 
149 

138 
194 
184 
154 
194 

158 
178 
190 
196 
178 


Continental  Corp 
Continental  Medical 
Control  Data  Systems 
Cooper  Industries 
Cooper  Tire  &  Rubber 

NM 
NM 
NM 
422 
140 

1164 
914 

930 
122 

962 

975 

1182 

609 

144 

184 
180 
138 
131 
145 

NM 

496 

1174 

131 

Adolph  Coors 

NM 

** 

** 

174 

687 

813 

589 

154 

CoreStates  Financial 

NM 

-.  656 

318 

164 

187 

185 

203 

128 

Corning 

NM 

475 

743 

138, 180 

456 

710 

553 

154 

Countrywide  Credit 

28 

65 

170 

164 

263 

171 

145 

190 

Coventry 

388 

49 

1015 

180 

138 
164 
134 
158 


Earnings  growth:  5-year  annual  earnings-per-share  growth.     Stock  market:  5-year  price  change.     Profitability:  5-year  return  on  equity.     NM:  Not  meaningful.    **Not  ranked. 


CPC  International 

343 

483 

124 

174 

CPI 

586 

1116 

419 

190 

Cracker  Barrel 

74 

81 

258 

170 

Crane 

516 

693 

371 

131 

Crawford  &  Co 

223 

954 

125 

184 

272 
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Earnings  Stock         Profitability 

growth  market 


Crown  Cork  &  Seal 

237 

192 

415 

178 

Eastman  Kodak 

NM 

** 

** 

149 

CSX 

NM 

274 

875 

194 

Eaton 

531 

309 

516 

145 

CUC  International 

32 

23 

196 

190 

Echtin 

123 

233 

548 

145 

Cummins  Engine 

NM 

326 

843 

145 

Eckerd 

NM 

** 

** 

190 

Cyprus  Amax  Minerals 

645 

888 

1064 

188 

Ecolab 

NM 

452 

937 

128 

Cytec  Industries 

** 

** 

** 

134 

Daimler-Benz 

NM 

** 

** 

145 

Dairy  Mart 

NM 

1142 

977 

170 

Dana 

625 

597 

761 

145 

Danaher 

NM 

94 

474 

131 

Edison  Bros  Stores 

522 

1060 

374 

190 

AG  Edwards 

84 

290 

137 

164 

EG&G 

400 

953 

191 

131 

Egghead 

NM 

1004 

917 

190 

El  Paso  Electric 

NM 

1223 

1178 

154 

Dart  Group 

NM 

942 

1059 

190 

El  Paso  Natural  Gas 

** 

** 

** 

158 

Data  General 

NM 

952 

1168 

138 

Electrolux  Group 

691 

705 

969 

145 

Dayton  Hudson 

427 

622 

402 

190 

Eljer  Industries 

NM 

1195 

1169 

142 

Dean  Foods 

443 

587 

323 

174 

EMC 

5 

1 

68 

138 

Dean  Witter  Discover 

54 

** 

** 

164 

Emerson  Electric 

403 

389 

189 

131 

Deere  &  Co 

661 

780 

914 

131 

Delchamps 

NM 

1101 

715 

170 

Dell  Computer 

NM 

7 

269 

138 

Delmarva  Power  &  Lt 

NM 

965 

626 

154 

Delta  Air  Lines 

NM 

1044 

1185 

196 

Emphesys  Finl  Group 

** 

** 

** 

184 

Engelhard 

688 

140 

829 

188 

Enron 

156 

223 

439 

158 

Enserch 

NM 

1145 

976 

158 

Entergy 

467 

868 

734 

154 

Delta  Woodside  Inds 

NM 

929 

840 

149 

Equifax 

410 

336 

166 

128 

Deluxe 

437 

995 

127 

128 

Equitable  Cos 

** 

** 

** 

184 

Dentsply  Intl 

** 

41 

64 

180 

Equitable  of  Iowa 

68 

59 

314 

184 

Detroit  Diesel 

** 

** 

** 

145 

Equitable  Resources 

353 

797 

607 

158 

Detroit  Edison 

383 

827 

233 

154 

ERLY  Industries 

NM 

315 

1221 

174 

Dexter 

NM 

893 

770 

134 

Diagnostic  Products 

** 

1086 

** 

180 

Dial 

NM 

** 

** 

149 

Diamond  Shamrock 

624 

793 

766 

158 

Dibrell  Brothers 

NM 

310 

281 

174 

ESCO  Electronics 

NM 

406 

1069 

126 

Ethyl 

** 

** 

** 

134 

Excel  Inds 

NM 

436 

735 

145 

Exxon 

399 

667 

401 

158 

Fabri-Centers  of  Amer 

662 

386 

832 

190 

Diebold 

350 

156 

701 

128 

Fairchild 

NM 

1210 

960 

126 

Digital  Equipment 

NM 

1173 

1186 

138 

Family  Dollar  Stores 

103 

222 

163 

190 

Dillard  Dept  Stores 

255 

698 

398 

190 

F&M  Distributors 

** 

** 

658 

190 

Dime  Bancorp 

NM 

1025 

1155 

164 

Fay's 

NM 

1027 

526 

190 

Walt  Disney 

395 

413 

214 

162, 196 

Federal  Express 

NM 

595 

936 

194 

Dixie  Yarns 

642 

1171 

1072 

149 

Dole 

547 

1071 

725 

174 

Dollar  General 

62 

19 

200 

190 

Dominion  Resources 

NM 

730 

576 

154 

Donaldson 

199 

119 

297 

131 

Federal  Home  Loan  Mtg 

236 

175 

111 

164 

Federal-Mogul 

NM 

813 

968 

145 

Federal  Natl  Mortgage 

96 

211 

56 

164 

Federal  Paper  Board 

NM 

781 

793 

178 

Federal  Signal 

197 

127 

158 

131 

RR  Donnelley  &  Sons 

476 

717 

537 

162 

Federated  Dept  Stores 

** 

** 

** 

190 

Doskocil  Cos 

" 

1010 

** 

174 

Ferro 

NM 

508 

644 

134 

Douglas  &  Lomason 

NM 

271 

882 

145 

FHP  International 

295 

493 

317 

180 

Dover 

453 

457 

244 

131 

Fidelity  National 

27 

80 

41 

184 

Dow  Chemical 

683 

890 

732 

134 

Fieldcrest  Cannon 

NM 

718 

961 

145 

Dow  Jones 

595 

950 

753 

162 

DPL 

NM 

465 

480 

154 

DQE 

348 

665 

568 

154 

Dr  Pepper/Seven-Up 

NM 

** 

1222 

174 

Dress  Barn 

NM 

859 

413 

190 

Fifth  Third  Bancorp 

240 

219 

236 

164 

Figgie  Intl 

NM 

1209 

1153 

128 

Filene's  Basement 

NM 

1214 

118 

190 

Fina 

644 

898 

907 

158 

Fingerhut  Cos 

205 

238 

332 

190 

Dresser  Industries 

NM 

881 

723 

158 

First  American  Corp 

NM 

521 

771 

164 

Dreyer's  Grand 

213 

303 

275 

174 

First  American  Finl 

53 

428 

248 

184 

Drug  Emporium 

NM 

1108 

1054 

190 

First  Bank  System 

NM 

215 

647 

164 

DSC  Communications 

178 

47 

849 

138 

First  Brands 

NM 

327 

192 

149 

El  du  Pont  de  Nemours 

655 

563 

815 

134,  158 

First  Chicago 

NM 

575 

706 

164 

Duke  Power 

420 

527 

492 

154 

Dun  &  Bradstreet 

NM 

664 

132 

162 

Duracell  Intl 

NM 

608 

346 

149 

Dynatech 

NM 

357 

1045 

138 

E-Systems 

341 

594 

321 

126 

First  Colony 

112 

** 

229 

184 

First  Data 

163 

** 

139 

128 

First  Empire  State 

142 

187 

352 

164 

First  Fidelity  Bncp 

NM 

248 

479 

164 

First  Financial  Mgmt 

NM 

120 

695 

128 

Eagle  Food  Centers 

NM 

1219 

930 

170 

First  Interstate  Bncp 

NM 

312 

804 

164 

Eagle-Picher  Inds 

NM 

1232 

1222 

131 

First  Mississippi 

NM 

542 

1040 

134 

Eastern  Enterprises 

,      NM 

1052 

987 

158 

First  of  America  Bank 

416 

502 

364 

164 

Eastman  Chemical 

». 

** 

** 

134 

First  Security 

216 

296 

513 

164 

Earnings  growth:  5-year  annual  earnings-per-share  growth.    Stock  market:  5-year  price  change.    Profitability:  5-year  return  on  equity.     NM:  Not  meaningful.    **Not  ranked. 
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Flagstar  Cos 
Fleet  Finl  Group 
Fleetwood  Enterprises 
Fleming  Cos 
Florida  Progress 


Food  Lion 

Foodarama  Supermkts 

Foodmaker 

Ford  Motor 

Foremost  Corp  of  Amer 

Forest  City  Enterprises 
Foster  Wheeler 
Foundation  Health 
FoxMeyer  Health 
FPL  Group 

Franklin  Resources 

Freeport-McMoRan 

Fremont  General 

Fretter 

Fruit  of  the  Loom 


GATX 

Gaylord  Container 

Gaylord  Entertainment 

Geico 

GenCorp 


Earnings  Stock         Profitability 

growth  market 


First  Tennessee  Natl 

139 

134 

296 

164 

First  Union 

270 

240 

400 

164 

Firstar 

369 

339 

241 

164 

FirstFed  Michigan 

210 

243 

873 

164 

Fisher  Scientific 

** 

321 

** 

128 

General  Public  Utils 
General  Re 
General  Signal 
Genesco 
Genetics  Institute 

Geneva  Steel 
Genlyte  Group 
Genovese  Drug  Stoies 
Gensia 
Genuine  Parts 

Genzyme 
Geon 

Georgia  Gulf 
Georgia-Pacific 


Rank 

Company 

Earnings          Stock 
growth           market 

Profitability 

Page 

Getty  Petroleum 
Giant  Food 
Gibson  Greetings 
Giddings  &  Lewis 

NM               1121 
496              1005 
634              1147 
104                294 

1057 
326 
727 
482 

ISO 
170 
149 
131 

NM 
NM 
NM 
564 
481 


1194 
687 
373 

1037 
774 


1220 
758 
629 
810 
619 


170 
164 
145 
170 
154 


Florida  Rock  Inds 

684 

998 

940 

142 

Flowers  Industries 

NM 

869 

458 

174 

Fluor 

NM 

642 

396 

142 

FMC 

618 

361 

33 

134 

Foamex  International 

** 

** 

** 

145 

NM 
570 


225 
NM 

NM 
43 

NM 
235 

82 
NM 

NM 

108 
NM 
92 
NM 

133 


1039 
1186 

581 
909 

1020 

362 

54 

789 

925 


230 
1092 

932 
578 

1012 
679 

105 

1117 

838 


170 
170 
170 
145 
184 

142 
142 
180 
180 
154 


125 

36 

164 

762 

176 

188 

343 

381 

184 

1163 

1024 

190 

270 

102 

149 

NM 
NM 
NM 
379 
653 


659 
738 
378 

370 
900 


Genentech 

** 

194 

General  Dynamics 

NM 

286 

General  Electric 

322 

438 

General  Host 

NM 

1072 

General  Instrument 

** 

** 

608 
1217 
430 
205 
250 

53 

155 
1148 


164 
178 
162 
184 
126 

180 
126 
126,131 
190 
138 


General  Mills 

452 

405 

29 

174 

General  Motors 

NM 

899 

726 

145 

General  Motors  EDS 

231 

135 

101 

128 

GM  Hughes  Electronics 

NM 

567 

1027 

126 

General  Nutrition  Cos 

NM 

** 

745 

190 

NM 
356 
NM 

NM 


795 
556 
470 
1203 
686 


602 
277 
802 

1146 


154 
184 
131 
190 
180 


NM 

668 

1125 

188 

667 

1175 

902 

131 

200 

510 

361 

190 

** 

1013 

** 

180 

407 

616 

188 

145 

694 

NM 


189 

89 
486 


824 
1017 


180 
134 
134 
178 


Handleman 
Handy  &  Harman 
MA  Hanna 
Hannaford  Bros 
Hanover  Direct 

Hanson 

Harcourt  General 
John  H  Harland 
Harley-Davidson 
Harleysville  Group 

Harman  International 
Harnischfeger  Inds 
Harper  Group 
Harris 
Harsco 

Hartford  Steam  Boiler 
Hartmarx 

Harvard  Industries 
Hasbro 
Hawaiian  Electric 

Hayes  Wheels  Intl 
Health  Care  &  Retire 
Health  Systems  Intl 
HealthSouth  Rehab 
HealthTrust 

Hechinger 
Heilig-Meyers 
HJ  Heinz 
Helene  Curtis  Inds 


NM 
NM 
685 
300 
NM 

551 
NM 

459 
NM 

397 

NM 

611 

540 

78 

47 

651 

NM 

131* 
541 

NM 

289 

NM 
51 


1149 
836 
540 
450 

1132 

853 

524 

885 

34 

533 

322 
660 
798 
583 

377 

1015 
>  1202 

160 
1038 

162 

254 

93 

199 


446 
993 
908 
286 
1189 

529 
1084 
186 
299 
449 

800 
950 
618 
778 
294 

463 
1184 

394 
920 

927 

20 
774 
134 


180 


Gillette 

265 

109 

31 

149 

PH  Glatfelter 

632 

1055 

470 

178 

Glaxo  Holdings 

218 

452 

67 

180 

Glendale  Federal  Bank 

** 

** 

** 

164 

Golden  West  Finl 

183 

544 

257 

164 

Good  Guys 

NM 

266 

582 

190 

BF  Goodrich 

NM 

771 

905 

134 

Govt  Technology  Svcs 

NM 

966 

153 

128 

WR  Grace 

692 

657 

971 

134 

WW  Grainger 

364 

364 

315 

128 

GranCare 

** 

487 

** 

180 

Grand  Metropolitan 

669 

839 

694 

174 

Granite  Construction 

677 

865 

852 

142 

Great  American  Mgmt 
Great  A&P  Tea 

NM 
NM 

531 
1185 

1076 
1022 

131 
170 

Great  Lakes  Chemical 

134 

169 

108 

134 

Great  Western  Finl 

672 

883 

933 

164 

Greif  Brothers 

NM 

851 

786 

178 

Grey  Advertising 
Greyhound  Lines 
Grossman's 

NM 

** 

NM 

946 
1211 
1151 

622 

1165 

162 
194 
190 

Grow  Group 

NM 

319 

698 

134 

HB  Fuller 

327 

200 

590 

134 

GTE 

543 

964 

488 

138 

Future  Now 

66 

1003 

77 

138 

Gtech  Holdings 

NM 

** 

22 

128 

Gannett 

458 

736 

172 

162 

Guilford  Mills 

137 

617 

638 

149 

Gap 

91 

115 

35 

190 

Hadson 

NM 

1230 

1177 

158 

Gateway  2000 

NM 

** 

** 

138 

Halliburton 

NM 

1005 

1107 

158 

162 
188 
134 
170 
190 

142 
162 
128 
145 
184 

145 
131 
194 
138 
128 

184 
149 
145 
149 
154 

145 
180 
180 
180 
180 


Earnings  growth:  5-year  annual  earmngs-per-share  growth.    Stock  market:  5-year  price  change.     Profitability:  5-year  return  on  equity.     NM:  Not  meaningful.    "Not  ranked 


587 

994 

1007 

190 

164 

44 

428 

190 

393 

790 

103 

174 

NM 

561 

720 

149 

274 
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Earnings  Stock         Profitability 

growth  market 


Hercules 
Hershey  Foods 
Hewlett-Packard 
Hexcel 
Hibernia 


Home  Depot 
Home  Shopping 
Homestake  Mining 
HON  Industries 
Honda  Motor 


House  of  Fabrics 
Household  Intl 
Houston  Industries 
Hovnanian  Enterprises 
Howell 


JB  Hunt  Transport 

Huntington  Bancshs 

IBP 

ICF  Kaiser  Intl 

ICN  Pharmaceuticals 


Inland  Steel  Inds 
Instrument  Systems 
Integra  Financial 
Intel 
Intelligent  Electron 

Inter-Regional  Finl 

Interco 

Interface 

Intergraph 

Interlake 

Intermet 

IBM 

Intl  Flavors  &  Frags 

Intl  Game  Technology 


55 
349 
257 

NM 
NM 


106 
590 
226 

1207 

1190 


825 

235 

379 

1195 

1123 


134 
174 
138 
126 
164 


Hillenbrand  Inds 

177 

523 

140 

180 

Hillhaven 

NM 

172 

504 

180 

Hills  Stores 

** 

** 

«. 

190 

Hilton  Hotels 

504 

1075 

663 

196 

Holly 

NM 

858 

14 

158 

61 
NM 
NM 
338 
648 


32 
404 
895 
522 
550 


131 

982 

1143 

96 

959 


190 
190 
188 
128 
145 


Honeywell 

498 

511 

161 

131 

Horace  Mann  Educators 

NM 

847 

149 

184 

Hormel  Foods 

298 

495 

265 

174 

Host  Marriott 

»* 

** 

** 

196 

Houghton  Mifflin 

NM 

464 

570 

162 

NM 
532 
479 
NM 
NM 


1221 
512 
905 

1051 
627 


1047 
454 
680 
886 

1035 


190 
164 
154 
142 
158 


Hubbell 

NM 

473 

303 

131 

Hudson  Foods 

NM 

203 

752 

174 

Huffy 

NM 

752 

790 

145 

Hughes  Supply 

563 

876 

1006 

142 

Humana 

NM 

** 

794 

180 

454 
275 
333 
NM 
155 


682 

301 

190 

1177 

64 


370 
289 
709 
1167 
119 


194 
164 
174 
128 
180 


IES  Industries 

NM 

934 

551 

154 

Illinois  Central 

184 

74 

62 

194 

Illinois  Tool  Works 

402 

276 

295 

131 

lllinova 

NM 

823 

1093 

154 

IMC  Global 

NM 

723 

1079 

134 

Rank 

Company 

Earnings 
growth 

Stock 
market 

Profitability 

Page 

Intl  Multifoods 

NM 

948 

861 

174 

International  Paper 

666 

623 

881 

178 

Intl  Specialty  Prods 

NM 

1162 

** 

134 

Intl  Technology 

NM 

1153 

1108 

128 

Interpublic  Group 

254 

231 

157 

162 

Interstate  Bakeries 

NM 

1065 

816 

174 

Iowa-Illinois  G&E 

509 

992 

656 

154 

Ipalco  Enterprises 

500 

769 

601 

154 

Itel 

NM 

380 

1127 

138 

in 

424 

480 

841 

184 

IVAX 

1 

84 

216 

180 

Jacobs  Engineering 

250 

98 

243 

142 

Jacobson  Stores 

643 

1168 

946 

190 

James  River  Corp  Va 

NM 

1033 

1083 

149 

Jamesway 

NM 

1228 

1196 

190 

J&L  Specialty  Steel 

** 

** 

453 

188 

Jefferson-Pilot 

143 

283 

536 

184 

Jefferson  Smurfit 

** 

** 

.♦ 

178 

Jenny  Craig 

NM 

1208 

445 

190 

John  Alden  Financial 

17 

** 

** 

184 

Johnson  &  Johnson 

215 

299 

59 

149, 180 

Johnson  Controls 

301 

434 

657 

145 

Jones  Apparel  Group 

52 

940 

7 

149 

Jostens 

NM 

1112 

854 

190 

Justin  Industries 

42 

166 

270 

149 

Kaman 

NM 

791 

1044 

126 

Kansas  City  P&L 

NM 

613 

631 

154 

Kansas  City  Southern 

170 

105 

422 

194 

Kaufman  &  Broad  Home 

620 

880 

577 

142 

Kellogg 

286 

333 

48 

174 

Kellwood 

NM 

568 

660 

149 

Kelly  Services 

561 

949 

405 

128 

Kemper 

NM 

792 

877 

184 

Kennametal 

631 

306 

858 

131 

Kerr-McGee 

553 

901 

955 

158 

KeyCorp 

198 

426 

432 

164 

Keystone  Intl 

NM 

946 

333 

131 

Kimball  International 

NM 

704 

621 

145 

Kimberly-Clark 

438 

539 

185 

149 

Kinder-Care  Learning 

** 

** 

** 

180 

Immucor 

•- 

737 

** 

180 

King  World  Prods 

412 

505 

27 

162 

Imo  Industries 

NM 

1122 

1200 

131 

Kmart 

NM 

967 

935 

190 

Imperial  Chemical  Inds 

NM 

" 

** 

134 

KN  Energy 

** 

518 

730 

158 

Imperial  Holly 

NM 

1167 

1043 

174 

Knight-Ridder 

513 

976 

416 

162 

Inacom 

NM 

957 

612 

190 

Kohl's 

33 

** 

** 

190 

Inco 

699 

819 

623 

188 

Independent  Insurance 

647 

1160 

995 

184 

Indresco 

627 

** 

1050 

131 

Ingersoll-Rand 

502 

543 

652 

131 

Ingles  Markets 

567 

744 

834 

170 

Kroger 

182 

332 

1222 

170 

KU  Energy 

468 

611 

426 

154 

LA  Gear 

NM 

1217 

1181 

149 

La-Z-Boy  Chair 

450 

351 

592 

145 

Laclede  Gas 

445 

688 

614 

158 

NM 
150 

117 
70 
79 

NM 

589 

NM 
NM 

NM 

NM 

332 

20 


874 
45 

372 
83 

251 

126 

1104 
1159 
1220 

1062 

1030 

241 

10 


1172 

246 

347 

83 

290 

95 


188 
149 
164 
138 
190 


164 

145, 149 

813      128 

1087      138 

1222      131 


LADD  Furniture 

NM 

1141 

1048 

145 

Lafarge 

NM 

802 

1073 

142 

Lancaster  Colony 

90 

77 

106 

174 

Lance 

503 

1054 

342 

174 

Lands'  End 

306 

356 

94 

190 

Landstar  System 

** 

** 

** 

194 

Lawyers  Title 

** 

432 

** 

184 

LDDS  Communications 

151 

15 

301 

138 

Lear  Seating 

NM 

** 

*. 

145 

Legent 

NM 

669 

330 

138 

1135 

1166 

198 

18 


188 
138 
134 
138 


Leggett  &  Piatt 

262 

Lehman  Bros  Holdings 

** 

Lennar 

336 

Leucadia  National 

64 

164 

176 
61 


336 


681 
93 


145 
164 
142 
184 


Earnings  growth:  5-year  annual  earnings-per-share  growth      Stock  market:  5-year  price  change.     Profitability:  5-year  return  on  equity.     NM:  Not  meaningful.    **Not  ranked. 


Forbes  ■  January  2,  1995 


275 


Earnings  Stock         Profitability 

growth  market 


Earnings  Stock         Profitability 

growth  market 


Levitz  Furniture 

NM 

** 

1222 

190 

MCN 

NM 

408 

411 

158 

LG&E  Energy 

455 

557 

572 

154 

MDC  Holdings 

NM 

82 

1122 

142 

Liberty  Corp 

246 

673 

593 

184 

Mead 

640 

591 

921 

178 

Life  Technologies 

** 

598 

** 

180 

Media  General 

190 

943 

981 

162 

Eli  Lilly 

520 

911 

199 

180 

Medlmmune 

** 

1224 

** 

180 

Limited 

Lincoln  Electric 
Lincoln  National 
Litton  Industries 
Liz  Claiborne 


324 
NM 
181 
577 
389 


702 
444 
670 
915 
922 


120 

1152 

624 

74 

122 


190 
131 
184 
126 
149 


Medtronic 

161 

99 

113 

180 

Mellon  Bank 

175 

316 

412 

164 

Melville 

550 

1046 

460 

190 

Mentor  Graphics 

NM 

1024 

1161 

138 

Mercantile  Bancorp 

126 

273 

461 

164 

Lockheed 

538 

293 

534 

126 

Mercantile  Stores 

558 

761 

803 

190 

Loctite 

361 

267 

167 

134 

Merck 

208 

492 

9 

180 

Loews 

497 

1059 

645 

174 

Mercury  General 

94 

67 

72 

184 

Lone  Star  Tech 

700 

284 

953 

188 

Meredith 

NM 

529 

807 

162 

Long  Island  Lighting 

474 

1023 

703 

154 

Meridian  Bancorp 

NM 

479 

545 

164 

Longs  Drug  Stores 

491 

1064 

518 

190 

Longview  Fibre 

626 

578 

718 

178 

Loral 

320 

133 

340 

126 

Lotus  Development 

NM 

604 

322 

138 

Louisiana  Land 

NM 

844 

972 

158 

Merisel 

NM 

460 

580 

138 

Merrill  Lynch 

12 

103 

179 

164 

Merry-Go-Round 

NM 

1212 

806 

190 

Fred  Meyer 

124 

292 

500 

190 

Michael  Foods 

NM 

658 

966 

174 

Louisiana-Pacific 

NM 

250 

557 

178 

Michaels  Stores 

48 

18 

388 

190 

Lowe's  Cos 

269 

37 

598 

190 

Michigan  National 

658 

395 

848 

164 

LSI  Logic 

NM 

30 

1116 

138 

MicroAge 

188 

157 

390 

190 

LTV 

** 

** 

** 

188 

Micron  Technology 

NM 

12 

99 

138 

Lubrizol 

NM 

340 

343 

134 

Microsoft 

41 

25 

23 

138 

Lukens 

Lyondell  Petrochem 

M/A-Com 

Mac  Frugal's  Bargains 

Magma  Copper 


619 
NM 
NM 
NM 
629 


748 
661 
452 
396 


677 

15 

1085 

597 

986 


188 
134 
138 
190 
188 


MagneTek 

NM 

330 

989 

131 

Mine  Safety  Appliances 

617 

1026 

887 

128 

Mallinckrodt  Group 

NM 

338 

925 

180 

Minn  Mining  &  Mfg 

463 

570 

221 

128 

Manor  Care 

86 

149 

177 

180 

Minnesota  Power  &  Lt 

483 

913 

649 

154 

Manpower 

NM 

275 

1190 

128 

Mirage 

512 

285 

472 

196 

Manville 

663 

815 

865 

142 

Mitchell  Energy 

533 

1019 

910 

158 

Mapco 

381 

576 

107 

158 

Marion  Merrell  Dow 

154 

985 

50 

180 

Mark  IV  Industries 

NM 

107 

282 

131 

Marriott  Intl 

** 

** 

** 

196 

Marsh  &  McLennan  Cos 

462 

873 

58 

184 

Marsh  Supermarkets 

NM 

1124 

620 

170 

Monk-Austir. 

NM 

** 

180 

174 

Marshall  &  llsley 

308 

329 

468 

164 

Monsanto 

501 

605 

532 

134 

Marshall  Industries 

315 

124 

440 

138 

Montana  Power 

347 

777 

616 

154 

Martin  Marietta 

370 

229 

168 

126 

Moore  Corp 

NM 

1107 

1115 

128 

Masco 

NM 

886 

777 

142 

JP  Morgan  &  Co 

101 

555 

224 

164 

MascoTech 

NM 

393 

885 

145 

Matsushita  Electric 

697 

872 

1011 

145 

Mattel 

366 

91 

128 

149 

Maxicare  Health 

NM 

363 

17 

180 

Maxtor 

NM 

1165 

1193 

138 

Maxus  Energy 

NM 

1192 

1197 

158 

Motorola 

274 

62 

420 

138 

Maxxam 

NM 

1053 

836 

188 

Mueller  Industries 

** 

»     85 

958 

142 

May  Dept  Stores 

287 

418 

187 

190 

Multimedia 

128 

920 

1222 

162 

Mayflower  Group 

** 

** 

** 

194 

Murphy  Oil 

317 

775 

879 

158 

Maytag 

657 

1047 

872 

145 

Musicland  Stores 

40 

** 

357 

190 

MBNA 

McClatchy  Newspaper 
McCormick  &  Co 
McDermott  Intl 
McDonald's 


167 

213 

** 

164 

i              NM 

767 

779 

162 

196 

451 

126 

174 

NM 

768 

746 

131 

293 

346 

208 

170 

McDonnell  Douglas 

75 

183 

485 

126 

Natl  Convenience 

** 

** 

** 

170 

McGraw-Hill 

NM 

625 

678 

162 

National  Fuel  Gas 

423 

882 

643 

158 

MCI  Communications 

302 

849 

130 

138 

National  Health  Labs 

290 

799 

43 

180 

McKesson 

NM 

102 

457 

180 

National  Medical 

NM 

1056 

1082 

180 

Earnings  growth:  5-year  annual  earnings-per-share  growth.    Stock  market:  5-year  price  change.    Profitability:  5-year  return  on  equity.    NM:  Not  meaningful.    "Not  ranked. 


Mid  Atlantic  Medical 

21 

22 

1 

180 

Midlantic 

NM 

980 

1129 

164 

Midwest  Resources 

519 

1093 

714 

154 

Herman  Miller 

NM 

615 

812 

128 

Millipore 

511 

287 

738 

180 

Mobil 

NM 

559 

699 

158 

Modine  Manufacturing 

316 

92 

327 

145 

Mohawk  Industries 

44 

** 

37 

145 

Molecular  Biosystems 

** 

1150 

** 

180 

Molex 

328 

139 

547 

138 

Morgan  Products 

NM 

1133 

1134 

142 

Morgan  Stanley 

281 

272 

164 

164 

Morrison  Knudsen 

591 

1087 

781 

142 

Morrison  Restaurants 

285 

177 

253 

170 

Morton  International 

284 

165 

424 

134 

Nacco  Industries 

654 

821 

835 

131 

Nalco  Chemical 

344 

588 

90 

134 

Nash  Finch 

NM 

1096 

707 

170 

Nashua 

NM 

1125 

1106 

128 

National  City 

451 

538 

362 

164 

276 
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Earnings  Stock         Profitability 

growth  market 


Natl  Semiconductor 

NM 

150 

805 

138 

Oshkosh  Truck 

4 

706 

862 

126 

National  Service 

NM 

875 

653 

131 

Outboard  Marine 

NM 

1078 

1111 

145 

National  Steel 

NM 

** 

1198 

188 

Overseas  Shipholding 

592 

832 

978 

194 

National  Western  Life 

NM 

97 

76 

184 

Owens  &  Minor 

67 

60 

366 

180 

NationsBank 

NM 

829 

505 

164 

Owens-Corning 

597 

747 

1222 

142 

Navistar  Intl 

NM 

1193 

1202 

145 

NBD  Bancorp 

430 

549 

391 

164 

NCH 

NM 

801 

410 

134 

NEC 

695 

919 

1052 

138 

Neiman  Marcus  Group 

NM 

932 

1066 

190 

New  England  Electric 

NM 

807 

435 

154 

Pacific  Telesis 

675 

** 

756 

138 

NY  State  E&G 

508 

1095 

687 

154 

PacifiCare  Health 

37 

38 

55 

180 

New  York  Times 

NM 

933 

983 

162 

PacifiCorp 

477 

1034 

819 

154 

Newell  Co 

229 

256 

171 

145 

PaineWebber  Group 

NM 

247 

310 

164 

Newmont  Mining 

614 

803 

42 

188 

Pall 

Pamida  Holdings 

311 
NM 

388 
402 

279 

180 

News  Corp 

NM 

220 

256 

162 

944 

190 

Niagara  Mohawk  Power 

174 

918 

782 

154 

Panhandle  Eastern 

NM 

1040 

853 

158 

Nicor 

464 

846 

324 

158 

Paragon  Trade  Brands 

** 

** 

** 

149 

NIKE 

256 

168 

82 

149 

Parker  Hannifin 

583 

311 

869 

131 

Nine  West  Group 

** 

501 

*» 

149 

Payless  Cashways 
PECO  Energy 

** 

** 

** 

190 

Nipsco  Industries 

226 

478 

154 

NM 

818 

650 

154 

Nissan  Motor 

NM 

1022 

1080 

145 

Penn  Traffic 

NM 

198 

1216 

170 

NL  Industries 

NM 

1154 

1010 

134 

JC  Penney 

NM 

582 

399 

190 

Noland 

534 

938 

1002 

142 

Pennsylvania  P&L 

466 

961 

464 

154 

NorAm  Energy 

NM 

1213 

1030 

158 

Pennzoil 

NM 

1137 

833 

158 

Nordson 

385 

182 

104 

131 

Nordstrom 

428 

596 

389 

190 

Norfolk  Southern 

440 

442 

686 

194 

Norrell 

NM 

** 

883 

128 

Nortek 

NM 

224 

1171 

142 

Northeast  Utilities 
No  States  Power 
Northern  Telecom 
Northern  Trust 
Northrop  Grumman 

Northwest  Airlines 
Northwestern  Steel 
Norwest 
NovaCare 
Novell 

Nucor 
NWNLCos 
Nynex 

Oakwood  Homes 
Occidental  Petroleum 


482 

870 

642 

154 

486 

750 

617 

154 

NM 

458 

1019 

138 

372 

369 

255 

164 

668 

146 

496 

126 

.. 

** 

** 

196 

NM 

** 

** 

188 

253 

236 

190 

164 

56 

706 

240 

180 

NM 

43 

117 

138 

NM 

73 

540 

188 

367 

446 

690 

184 

NM 

988 

893 

138 

57 

28 

429 

142 

NM 

1082 

1110 

158 

Office  Depot 

36 

27 

556 

190 

OfficeMax 

** 

** 

*, 

190 

Ogden 

NM 

1097 

567 

128 

Ohio  Casualty 

NM 

632 

533 

184 

Ohio  Edison 

NM 

1036 

855 

154 

Oklahoma  G&E 
Old  Kent  Financial 
Old  Republic  Intl 
Olin 
Olsten 

Omnicom  Group 

Oneida 

Oneok 

Oracle  Systems 

Orange  &  Rockland 

Oregon  Steel  Mills 
Orion  Capital 
OrNda  HealthCorp 
Oryx  Energy 


495 
323 
118 
NM 
NM 

291 
607 
461 
NM 
470 

557 
171 
NM 
NM 


991 
349 
320 
928 
110 

230 
886 
758 
71 
904 

614 

201 

144 

1201 


Earnings  growth:  5-year  annual  earmngs-per-share  growth. 


495 

154 

311 

164 

338 

184 

1077 

134 

949 

128 

159 

162 

784 

145 

712 

158 

57 

138 

587 

154 

473 

188 

195 

184 

1179 

180 

1042 

158 

Stock  market:  5 

-yearf 

Perini 

NM 

1199 

1121 

142 

Perkin-Elmer 

NM 

572 

747 

180 

Perrigo 

16 

971 

38 

180 

Perry  Drug  Stores 

NM 

986 

1101 

190 

Pet 

NM 

1050 

611 

174 

Petrie  Stores 

NM 

652 

1088 

190 

Petroleum  Heat  &  Pwr 

NM 

** 

1222 

158 

Pfizer 

NM 

197 

309 

180 

Phelps  Dodge 

576 

245 

319 

188 

PHH 

396 

773 

509 

128 

Philip  Morris  Cos 

212 

444 

39 

174 

Philips  Electronics 

NM 

627 

1081 

145 

Phillips  Petroleum 

616 

564 

780 

158 

Phillips-Van  Heusen 

152 

257 

148 

149 

Physician  Corp  Amer 

NM 

** 

** 

180 

Piedmont  Natural  Gas 

434 

526 

475 

158 

Pier  1  Imports 

604 

1031 

751 

190 

Pilgrim's  Pride 

394 

459 

646 

174 

Pinkerton's 

650 

1018 

376 

128 

Pinnacle  West 

NM 

353 

985 

154 

Pioneer  Electronic 

598 

1099 

923 

145 

Pioneer  Financial  Svcs 

NM 

1143 

1065 

184 

Pioneer  Hi-Bred  Intl 

135 

207 

174 

174 

Pioneer-Standard  Elec 

160 

39 

239 

138 

Pitney  Bowes 

288 

491 

237 

128 

Polaroid 

NM 

1070 

97 

149 

Policy  Management  Sys 

NM 

571 

916 

138 

Pope  &  Talbot 

NM 

1091 

868 

178 

Portland  General 

NM 

989 

830 

154 

Owens-Illinois 

NM 

889 

673 

178 

Oxford  Industries 

121 

204 

503 

149 

Paccar 

584 

699 

733 

145 

Pacific  Enterprises 

NM 

1184 

1126 

158 

Pacific  G&E 

382 

842 

538 

154 

Pentair 

NM 

191 

596 

131 

People's  Bank 

NM 

435 

1103 

164 

Peoples  Energy 

473 

854 

581 

158 

Pep  Boys 

309 

117 

554 

190 

PepsiCo 

228 

347 

98 

170, 174 

Pittston  Minerals 

NM 

** 

1218 

158 

Pittston  Services 

63 

680 

708 

194 

Pittway 

NM 

** 

** 

128 

Ply  Gem  Industries 

569 

327 

915 

142 

PNC  Bank 

NM 

824 

417 

164 

Profitability:  5-year  return  on  equity.     NM:  Not  meaningful.    "Notranked. 
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Rite  Aid 
Riverwood  Intl 
RJR  Nabisco 
Roadway  Services 
Robertson-Ceco 

Rochester  G&E 
Rochester  Telephoi 
Rock-Tenn 
Rockwell  Intl 
Rohm  &  Haas 

Rohr 
Rollins 
Rose's  Stores 
Ross  Stores 


Earnings  Stock         Profitability 

growth  market 


Earnings  Stock         Profitability 

growth  market 


Potlatch 

633 

826 

826 

178 

Rouge  Steel 

** 

** 

** 

128 

Potomac  Electric 

490 

1017 

571 

154 

Rouse 

NM 

1081 

1187 

164 

PPG  Industries 

562 

280 

604 

134 

Royal  Dutch  Petroleum 

484 

509 

655 

158 

Praxair 

** 

** 

*. 

134 

RPM 

321 

282 

260 

134 

Precision  Castparts 

417 

822 

662 

126 

Rubbermaid 

249 

430 

173 

145 

Premark  International 

268 

113 

579 

145 

Premier  Bancorp 

6 

68 

368 

164 

Premier  Industrial 

363 

456 

91 

131 

Price/Costco 

NM 

514 

773 

190 

Procter  &  Gamble 

NM 

305 

292 

149 

Ruddick 

413 

553 

559 

170 

Russell 

NM 

694 

508 

149 

Ryder  System 

NM 

742 

** 

194 

Rykoff-Sexton 

599 

956 

1038 

170 

Ryland  Group 

NM 

1021 

931 

142 

Progressive 

144 

118 

61 

184 

Saatchi  &  Saatchi 

NM 

1229 

1206 

162 

Promus  Cos 

38 

33 

278 

196 

Safeco 

358 

624 

363 

184 

Protective  Life 

98 

108 

305 

184 

Safeguard  Scientifics 

554 

148 

676 

128 

Provident  Life  &  Ace 

NM 

912 

951 

184 

Safety-Kleen 

NM 

1102 

1020 

128 

Providian 

339 

655 

335 

184 

Safeway 

159 

152 

123 

170 

Public  Service  Colo 

NM 

817 

483 

154 

Public  Service  NM 

NM 

993 

1141 

154 

Pub  Svc  Enterprise 

NM 

969 

610 

154 

Puget  Sound  P&L 

NM 

940 

552 

154 

Pulitzer  Publishing 

NM 

516 

51 

162 

Pulte 

194 

353 

365 

142 

Quaker  Oats 

280 

716 

87 

174 

Quaker  State 

NM 

861 

1028 

158 

Quality  Food  Centers 

95 

476 

60 

170 

Quanex 

698 

396 

884 

188 

Quantum 

35 

209 

207 

138 

Questar 

127 

484 

512 

158 

Quorum  Health  Group 

NM 

** 

217 

180 

QVC 

NM 

141 

788 

190 

Ralcorp  Holdings 

** 

** 

** 

174 

Ralston-Continental 

** 

** 

*• 

174 

Ralston-Purina 

** 

837 

86 

174 

Raychem 

NM 

765 

1098 

138 

Rayonier 

NM 

** 

1025 

178 

Raytheon 

376 

281 

193 

126 

Reader's  Digest  Assn 

251 

411 

47 

162 

Reebok  International 

296 

228 

142 

149 

Reliance  Group 

NM 

743 

1039 

184 

Repligen 

** 

1205 

** 

180 

Republic  New  York 

331 

600 

433 

164 

Resorts  Intl 

NM 

706 

1211 

196 

Revco  DS 

** 

** 

** 

190 

Rexene 

** 

1227 

** 

134 

Reynolds  &  Reynolds 

125 

66 

238 

128 

Reynolds  Metals 

NM 

910 

1102 

188 

Rhone-Poulenc 

656 

651 

906 

134 

Rhone-Poulenc  Rorer 

97 

348 

49 

180 

Richfood  Holdings 

19 

69 

151 

170 

Riggs  National 

NM 

1179 

1183 

164 

Riser  Foods 

664 

927 

451 

170 

365 

NM 
303 
NM 


513 

1105 

633 

1233 


705 
1013 
1058 

403 
1213 


190 
178 
174 
194 
142 


487 

860 

719 

154 

448 

724 

501 

138 

NM 

** 

** 

178 

NM 

461 

252 

126 

556 

382 

648 

134 

NM 
239 

NM 
421 


1170 
265 

1231 
891 


1061 

32 

1204 

249 


126 
128 
190 
190 


St  Joe  Paper 
St  Paul  Cos 
Salant 
Sallie  Mae 
Salomon 

San  Diego  G&E 
Santa  Fe  Energy  Res 
Santa  Fe  Pacific 
Sanyo  Electric 
Sara  Lee 

Savannah  Foods 

Scana 

SCEcorp 

Schering-Plough 

Schlumberger 

Scholastic 
A  Schulman 
Schultz  Sav-0  Stores 
Charles  Schwab 
SCI  Systems 

Scientific-Atlanta 
Scios  Nova 
Scott  Paper 
Scotts 
EW  Scripps 

Seaboard 

Seagate  Technology 
Seagram 
Sealed  Air 
Sears,  Roebuck 

Seaway  Food  Town 
Selective  Insurance 
Sensormatic  Electron 
Sepracor 
Sequa 

Service  Corp  Intl 
Service  Merchandise 
Shared  Medical  Sys 
Shaw  Industries 
Shawmut  National 

Sherwin-Williams 
Shoney's 
ShopKo  Stores 
Sigma-Aldrich 
Signet  Banking 

Silicon  Graphics 
Sizzler  Intl 
SKF  Group 
Skyline 


689 
392 
NM 
165 
93 

444 
NM 

NM 
NM 


205 

500 

1176 

1076 

383 

975 
1130 

982 

452 


22 
380 
NM 

13 

NM 

539 

NM 

11 

264 

506 
119 
537 
NM 
202 

575 
573 
109 

NM 

252 
NM 
405 

172 
NM 

319 
305 

NM 
241 

NM 


193 

734 

35 

214 

123 
960 

519 

627 

481 
359 
618 
86 
580 

1181 

599 

52 

1109 

1197 

153 
678 
170 
246 
926 

289 
678 

1028 
674 
249 


999 

682 

1201 

21 

334 

397 
1124 

1051 
345 


45 
320 
702 

44 
874 

831 

1086 
685 

431 

704 
293 
722 
1222 
820 

919 
693 
443 

1112 

524 

6 

380 

169 

1021 

274 
1222 
386 
146 
573 


178 
184 
149 
164 
164 

154 
158 
194 
145 
174 


529 

1183 

387 

174 

NM 

714 

436 

154 

493 

1079 

543 

154 

147 

337 

16 

180 

307 

735 

262 

158 

162 
134 
170 
164 
138 

138 
180 
149 
134 
162 

174 

138 
174 
178 
190 

170 
184 
128 
180 
126 

149 
190 
128 
149 
164 

134 
170 
190 
134 
164 


Earnings  growth:  5-year  annual  earnmgs-per-share  growth.    Stock  market:  5-year  price  change.     Profitability:  5-year  return  on  equity.     NM:  Not  meaningful.    "Not  ranked 


71 

53 

736 

138 

NM 

1169 

1151 

170 

NM 

1077 

1140 

131 

NM 

601 

871 

142 

278 


Forbes  ■  January  2,  199! 


Sun  TV  &  Appliances 
SunAmenca 
Sunbeam-Oster 
Sundstrand 
SunTrust  Banks 

Super  Food  Services 

Supervalu 

Synergen 

Sysco 

T  Cell  Sciences 

Talbots 

Talley  Industries 

Tambrands 

Tandem  Computers 


Earnings  Stock         Profitability 

growth  market 


Earnings  Stock         Profitability 

growth  market 


Smart  &  Final 

.  NM 

722 

599 

190 

Tandy 

670 

764 

822 

190 

AO  Smith 

NM 

75 

724 

145 

TBC 

258 

350 

136 

145 

Smithfield  Foods 

NM 

50 

247 

174 

TCF  Financial 

NM 

128 

481 

164 

SmithKline  Beecham 

NM 

536 

600 

180 

Tech  Data 

72 

17 

197 

138 

Smith's  Food  &  Drug 

266 

753 

561 

170 

TECO  Energy 

426 

609 

377 

154 

JM  Smucker 

429 

612 

337 

174 

Snap-on 

544 

845 

511 

145 

Snapple  Beverage 

** 

** 

** 

174 

Solectron 

45 

4 

133 

138 

Sonat 

129 

697 

349 

158 

Tecumseh  Products 

NM 

643 

797 

131 

Tejas  Gas 

297 

180 

665 

158 

Tektronix 

NM 

218 

1016 

138 

Tele-Communications 

NM 

589 

1156 

162 

Teledyne 

635 

684 

546 

126 

Sonoco  Products 

NM 

676 

273 

178 

Teleflex 

406 

335 

373 

126 

Sony 

671 

794 

974 

145 

Tele  &  Data  Systems 

220 

855 

956 

138 

Southdown 

NM 

1131 

1136 

142 

Temple-Inland 

623 

551 

750 

178 

Southern  Co 

419 

562 

521 

154 

Tenneco 

NM 

1090 

801 

131 

So  New  Eng  Telecom 

NM 

1057 

864 

138 

Teradyne 

NM 

114 

912 

138 

Southern  Pacific  Rail 

NM 

** 

1212 

194 

Southland 

NM 

130 

** 

170 

SouthTrust 

283 

297 

328 

164 

Southwest  Airlines 

209 

63 

584 

196 

Southwest  Gas 

659 

978 

979 

158 

Southwestern  Bell 

390 

579 

450 

138 

Terex 

NM 

1161 

1192 

131 

Terra  Industries 

NM 

424 

1144 

134 

Tesoro  Petroleum 

NM 

864 

1150 

158 

Texaco 

579 

810 

522 

158 

Texas  Industries 

NM 

440 

970 

188 

Southwestern  Bell 

390 

579 

450 

138 

Texas  Instruments 

NM 

208 

748 

138 

Southwestern  Life 

NM 

1152 

251 

184 

Texas  Utilities 

609 

937 

899 

154 

Southwestern  Pub  Svc 

478 

979 

395 

154 

Textron 

378 

232 

574 

126 

Spiegel 

571 

485 

728 

190 

Thermo  Electron 

162 

188 

527 

128 

Springs  Industries 

NM 

830 

880 

145 

Thiokol 

116 

252 

313 

126 

Sprint 

530 

990 

** 

138 

SPS  Technologies 

NM 

1111 

1147 

126 

SPX 

641 

1118 

929 

145 

Std  Commercial 

NM 

808 

1056 

174 

Standard  Fedl  Bank 

166 

138 

360 

164 

Thomas  &  Betts 

492 

534 

487 

131 

Thomas  Industries 

680 

1074 

992 

145 

Thorn  Apple  Valley 

546 

16 

65 

174 

3Com 

NM 

31 

1063 

138 

Tidewater 

NM 

421 

889 

158 

Standard  Motor  Prods 

NM 

672 

847 

145 

Tiffany 

NM 

908 

744 

190 

Standard  Products 

NM 

609 

651 

145 

TIG  Holdings 

NM 

** 

** 

184 

Standard  Register 

NM 

788 

632 

128 

Time  Warner 

NM 

703 

1157 

162 

Standex  International 

272 

131 

245 

128 

Times  Mirror 

605 

955 

721 

162 

Stanhome 

NM 

646 

212 

149 

Timken 

NM 

676 

1068 

131 

Stanley  Works 

499 

850 

634 

131 

Staples 

39 

58 

776 

190 

State  Street  Boston 

234 

385 

215 

164 

Stepan 

NM 

392 

507 

134 

Sterling  Chemicals 

690 

463 

325 

134 

TJ  International 

588 

525 

898 

142 

TJX  Cos 

NM 

841 

70 

190 

TNT  Freightways 

271 

** 

711 

194 

Torchmark 

267 

877 

81 

184 

Toro 

NM 

816 

890 

145 

Stewart  &  Stevenson 

180 

163 

231 

131 

Tosco 

NM 

565 

378 

158 

Stone  Container 

NM 

1085 

1163 

178 

Toyota  Motor 

639 

469 

941 

145 

Stop  &  Shop  Cos 

NM 

331 

892 

170 

Toys 'R'  Us 

279 

400 

271 

190 

Storage  Technology 

NM 

167 

1034 

138 

Trans  World  Entertain 

518 

1172 

425 

190 

Stratus  Computer 

NM 

384 

427 

138 

Transamerica 

NM 

731 

763 

184 

Strawbridge 

572 

1014 

837 

190 

Stride  Rite 

191 

962 

75 

149 

Stryker 

77 

111 

114 

180 

Sun  Co 

NM 

1058 

1055 

158 

Sun  Microsystems 

176 

262 

497 

138 

Transatlantic  Holding 

259 

261 

353 

184 

Transco  Energy 

NM 

1206 

1154 

158 

Travelers 

136 

178 

211 

164 

Tredegar  Industries 

NM 

725 

934 

188 

Triarc  Cos 

NM 

804 

1180 

149 

59 

50 

NM 
330 

582 
360 

217 


NM 
NM 
NM 
NM 


695 

276 

190 

96 

312 

184 

** 

369 

145 

530 

183 

126 

210 

291 

164 

Tribune 

Trident  NGL  Holding 

Trinity  Industries 

Trinova 

TRW 


NM 

NM 
673 
515 


759 

659 

162 

** 

** 

158 

358 

637 

131 

636 

1114 

131 

528 

757 

145 

1140 
987 

1098 
365 

1148 


1007 

689 

1048 


895 
266 

213 


222 

1203 

19 

1118 


170 
170 
180 
170 
180 

190 
126 
149 
138 


Tucson  Electric 

NM 

1216 

1205 

154 

Tultex 

593 

1136 

839 

149 

Turner 

NM 

1134 

1105 

142 

Turner  Broadcasting 

NM 

838 

1222 

162 

20th  Century  Inds 

278 

825 

109 

184 

Tyco  International 

NM 

916 

539 

131 

Tyco  Toys 

NM 

1144 

1060 

149 

Tyson  Foods 

NM 

304 

502 

174 

UAL 

NM 

1204 

1160 

196 

Earnings  growth:  5-year  annual  earnings-per-share  growth.     Stock  market:  5-year  price  change.     Profitability:  5-year  return  on  equity.     NM:  Not  meaningful.    "Not  ranked. 
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Earnings  Stock         Profitability 

growth  market 


Company 


Earnings  Stock         Profitability 

growth  market 


UGI 

535 

779 

783 

158 

Volvo 

NM 

560 

1145 

145 

UJB  Financial 

NM 

573 

900 

164 

Vons  Cos 

580 

805 

441 

170 

Ultramar 

** 

** 

** 

158 

Vulcan  Materials 

542 

778 

484 

142 

UNC 

81 

787 

876 

126 

VWR 

525 

760 

272 

180 

Unicom 

686 

1117 

1001 

154 

Waban 

NM 

482 

798 

190 

Unifi 

Unilever  NV 
Union  Bank 
Union  Camp 
Union  Carbide 


219 

79 

152 

149 

433 

541 

392 

174 

566 

648 

684 

164 

693 

634 

904 

178 

674 

** 

911 

134 

Wachovia 

359 

399 

354 

164 

Wackenhut 

615 

721 

625 

128 

Wal-Mart  Stores 

120 

227 

66 

190 

Walgreen 

260 

314 

184 

190 

Wallace  Computer  Svcs 

446 

970 

541 

128 

Union  Electric 

457 

653 

442 

154 

Wang  Laboratories 

** 

** 

** 

138 

Union  Pacific 

NM 

638 

506 

194 

Warnaco  Group 

NM 

490 

1222 

149 

Union  Texas  Petrol 

568 

782 

88 

158 

Warner-Lambert 

NM 

546 

54 

180 

Unisys 

NM 

1069 

1142 

138 

Washington  Gas  Light 

447 

800 

558 

158 

United  HealthCare 

18 

3 

25 

180 

Washington  National 

NM 

1042 

967 

184 

United  Illuminating 

524 

977 

760 

154 

US  Bancorp 

304 

554 

351 

164 

US  Bioscience 

** 

607 

** 

180 

US  Healthcare 

14 

9 

8 

180 

US  Home 

NM 

1001 

** 

142 

Washington  Post 

555 

959 

358 

162 

Washington  Savings 

NM 

221 

409 

164 

Watts  Industries 

401 

593 

477 

131 

Del  Webb 

NM 

235 

811 

142 

Weirton  Steel 

NM 

1029 

1170 

188 

US  Shoe 

NM 

936 

1053 

190 

Weis  Markets 

485 

999 

555 

170 

US  Surgical 

NM 

379 

455 

180 

Wellman 

488 

1043 

493 

134 

United  Stationers 

514 

1106 

844 

128 

WellPoint  Health 

23 

** 

2 

180 

United  Technologies 

NM 

763 

1009 

126 

Wells  Fargo 

521 

263 

466 

164 

Unitrin 

510 

494 

857 

184 

Wendy's  Intl 

105 

95 

575 

170 

Univar 

676 

856 

957 

134 

Universal 

NM 

603 

202 

174 

Universal  Foods 

409 

701 

226 

174 

Universal  Forest  Prod 

130 

** 

304 

178 

Universal  Health 

69 

116 

689 

180 

Western  Atlas 

NM 

** 

** 

158 

Western  Digital 

NM 

225 

1109 

138 

Western  Gas  Resources 

49 

401 

367 

158 

Western  National 

132 

** 

175 

184 

Western  Publishing 

NM 

1113 

1095 

162 

Unocal 

76 

924 

772 

158 

Western  Resources 

436 

733 

585 

154 

UNUM 

122 

415 

344 

184 

Westinghouse 

NM 

1191 

1176 

131 

Upjohn 

227 

973 

160 

180 

Westmoreland  Coal 

NM 

1215 

1207 

158 

US  West 

621 

939 

799 

138 

WestPoint  Stevens 

** 

** 

** 

149 

USAir  Group 

NM 

1222 

1209 

196 

Westvaco 

637 

756 

827 

178 

USF&G 

NM 

1156 

1133 

USG 

** 

** 

** 

Uslico 

565 

968 

1031 

USLife 

357 

785 

792 

UST  Inc 

145 

308 

5 

184 
142 
184 
184 
174 


Weyerhaeuser 

NM 

545 

775 

178 

Whirlpool 

179 

403 

564 

145 

Whitman 

NM 

663 

350 

174 

WHX 

** 

237 

1067 

188 

Wickes  Lumber 

** 

** 

** 

190 

USX-Delhi 

** 

** 

** 

158 

Wicor 

NM 

783 

767 

158 

USX-Marathon 

NM 

1049 

1003 

158 

Willamette  Inds 

606 

409 

729 

178 

USX-US  Steel 

NM 

602 

1194 

188 

Willcox&Gibbs 

NM 

** 

** 

131 

UtiliCorp  United 

494 

709 

700 

158 

Williams  Cos 

233 

468 

667 

158 

Valassis  Commun 

NM 

** 

1222 

162 

Winn-Dixie  Stores 

242 

381 

135 

170 

Valero  Energy 

261 

535 

713 

158 

Valhi 

NM 

1182 

1113 

174 

Valmont  Industries 

560 

958 

796 

131 

Valspar 

203 

278 

138 

134 

Value  City  Dept  Stores 

111 

1123 

116 

190 

Winnebago  Industries 

NM 

325 

918 

145 

Wisconsin  Energy 

472 

719 

531 

154 

Witco 

578 

496 

828 

134, 158 

WLR  Foods 

NM 

437 

628 

174 

WMX  Technologies 

NM 

1008 

267 

128 

Value  Health 

83 

234 

218 

180 

Woolworth 

NM 

1166 

1097 

190 

Varian  Associates 

195 

90 

544 

138 

Worthington  Inds 

368 

>212 

284 

188 

Varity 

622 

443 

1032 

145 

WPL  Holdings 

NM 

741 

514 

154 

Venture  Stores 

185 

313 

73 

190 

WPP  Group 

NM 

1218 

** 

162 

Vertex  Pharmaceutical 

** 

878 

** 

180 

WPS  Resources 

442 

745 

489 

154 

VF 

282 

396 

227 

149 

Viacom 

NM 

504 

859 

162 

Vicorp  Restaurants 

214 

866 

630 

170 

Vigoro 

NM 

592 

28 

134 

Viking  Office  Prods 

80 

11 

162 

190 

Wm  Wrigley  Jr 

Wyle  Laboratories 

Xerox 

Yellow 

York  International 


211 
313 
NM 
581 
2 


147 
371 
307 
1073 
472 


46 

710 

1074 

863 

499 


174 
138 
128 
194 
131 


Village  Super  Market 

NM 

1138 

1041 

170 

Younkers 

186 

** 

261 

190 

Vishay  Intertech 

299 

70 

448 

138 

Zenith  Electronics 

NM 

840 

1191 

145 

VLSI  Tech 

NM 

342 

1100 

138 

Zenith  National  Ins 

NM 

637 

605 

184 

Volt  Info  Sciences 

NM 

195 

1091 

128 

Zurn  Industries 

NM 

1174 

943 

128 

Earnings  growth:  5-year  annual  earnings-per-share  growth.    Stock  market:  5-year  price  change.    Profitability:  5-year  return  on  equity.     NM:  Not  meaningful.    "Not  ranked. 
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We  Don't  Perform  Surgery. 

But  We  Do  Help 

Hospitals  Operate. 


-      .      :  ■-- 


We  don't  manage  hospitals  or  practice  medicine. 

We  don't  provide  the  advanced  medical  technology  that  begins  the  road  to  recovery. 

But  without  us.  running  a  hospital  or  performing  surgery  would  be  a  little  tougher. 

Willis  Corroon  manages  risk  for  health  care  businesses,  from  hospitals  and  nursing 

homes  to  biotech  and  medical  device  manufacturers.    We  help  our  health  care  partners 

negotiate  and  implement  the  best  possible  insurance  and  risk  management  programs  — 

we  even  help  them  discover  new  ways  to  cut  costs  without  cutting  quality. 

It's  a  healthv  combination.    Because  when  it  comes  to  quality  health  care  at  a 

reasonable  cost,  we  all  want  to  work  for  more  successful  operations. 

WILLIS  CORROON  ^ 

A    world   leader    in    risk    ma  n  a  si  <•  m  e  n  I    a  n  <1    i  n  i  urance    broking. 


What  do  Kyoto, 

Guadalajara,  and 

Bangor,  Maine 

have  in  common? 


The  answer  is  Amway.  From  the  United  States  to> 

60  other  countries  and  territories,  the  Amway 

opportunity  is  growing  in  popularity  aroundl 

the  world.  In  fact,  net  income  for  Amway 

Japan  Ltd.  jumped  30%  in  fiscal  '94,  the 

highest  ever  in  Amway  Japan's  15  years* 

of  operations. 


Amway...  expanding  the  horizons  of  I 
business  for  the  21st  century. 
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Amway? 


And  you  thought  you  knew  us 


™ 

tiei 
Mel 

Mil 
Asa 


If  you'd  like  more  information  on  Amway  Corporation,  call  the  Amway  world  headquarters  in  Ada,  Michigan, 
1-800-544-7167.  For  information  on  Amway  Japan  Ltd.,  call  011-81-3-5434-8478. 


©1994  AMWAY  CORPORATION.  U.S.A. 
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BY  ERIC  S.  HARDY 


As  1994  drew  to  an  end,  the  Barra 
All-US  index  was  off  6.6%  for  the 
year.  Despite  this  higher-interest-rate- 
induced  slide,  many  economic  sectors 
were  quite  robust.  One  example  is 
commercial  and  residential  property. 
But  real  estate  stocks  are  sensitive  to 
interest  rates  and  have  declined  along 
with  the  rest  of  the  market. 

franklin  Real  Estate  Securities  fund 
manager  Matthew  Avery  argues  there 
are  bargains  out  there.  "You  can  get 
!  6%  to  8%  [yields]  on  real  estate  invest- 
ment trusts  that  sell  close  to  the  value 
of  the  underlying  property,"  says 
Avery,  whose  SI 5  million  (assets) 
fund  holds  stakes  in  50  REITs.  Among 
his  favorites  are  3  that  own  apartment 
buildings  in  the  South — Merry 
Land  &  Investment,  Mid-America 
Apartment  Communities  and  Prop- 
erty Trust  of  America.  All  3  yield  over 
7%  and  meet  Avery's  standards  for 
dividend  growth,  a  strong  balance 
sheet  and  high-quality  management. 


Special  focus 


Congressional  approval  of  two  trade  bills — first 
Nafta  and  now  GATT — has  opened  the 
d<  x  >r  to  increased  American  e\p<  >rt.s.  The  table 
lists  eight  US.  firms  whose  exports  account  tor 
at  least  20%  of  their  total  revenues.  Free  trade 
works  both  ways:  Foreign  competitors  may 
now  have  an  easier  time  selling  their  wares 
here. 


Foreign  exchange 


Company 


Price      sa 


port 
les 


Archer-Daniels-Midland 

19/3 

28% 

Boeing 

47 

57 
32 

Caterpillar 

51% 

Compaq  Computer 

39 

27 

FMC 

57 

21 

Hewlett-Packard 

925/a 

56 

McDonnell  Douglas 

144  y4 

62 

Motorola 

53  % 

29 

As  a  per  cent  of  total  sales. 
Source:  Forbes. 


The  overall  market 


The  Barra  All-US  price  index  as  of  12/8/94 

Market  value:  $4,917.2  billion 

P/E:  17.5 

P/E  minus  negative  EPS:  14.3 

Price/book:  2.4 

Yield:  2.6% 


3000 
2600 

2200 
1800 

1400 

1000 


Closeup  on  the  market 


2800 


2700 


2600 


2500 


2400 


12-month  closeup 

>       •  Barra  index 

■  200-day  moving  average 


'93 


'94 


The  best  and  worst  performing  stocks 


The  best  and  worst  performing  industry  factors1 


iii  1 1  i  i  i  i  i  i  i 

DJFMAMJJASOND 


%  change  from 

Index  or  investment 

2-week  change 

1  year  ago 

5-year  high 

Barra  All-US  Index 

-1.2% 

■ 

-5.7% 

-9.5% 

S&P/Barra  Growth  index' 

-1.3 

■ 

-0.2 

-5.5 

S&P/Barra  Value  index 

-0.5 
0.3 

1 

-3.0 

-8.0 

Dow  Jones  industrials 

1 

-1.2 

-4.0 

-7.4 
-7.6 

SIP  500 

-1.0 

■ 

NYSE 

-1.0 

■ 

-5.1 

-8.9 

Nasdaq 

-2.4 

■■ 

-5.6 

-10.5 

Amex 

-2.2 

■1 

-9.5 

-13.3 

are3 

-0.7 

1 

5.3 

-6.6 

CRB  futures  index' 

-0.4 

1 

2.9 

-9.3 

Gold   (Comex  spot) 

-2.1 

wm 

-1.6 

-10.8 

Yen  (per  $US) 

2.0 
-5.8      | 

■i 

-7.5 

-37.4 

Oil ;  (W  Texas  Intermediate) 

16.7 

-58.4 

Best 

Price 

2-week 
change 

1995 
EPS8 

Worst 

Price 

2-week 
change 

1995 
EPS6 

Continental 

18  3/, 
8V2 

35% 
27 

$1.16 
-1.54 

LaserMaster  Technologies 

6i/2 

-50% 

$  0.95 

Cell  Genesys 

RG  Barry 

11 

-42 
-41 

1.30 
1.03 

CopyTele 

7 
19i/4 
19  i/2 

23 
22 
21 

NA 

NA 

1.80 

Continental  Airlines 
Johnstown  America  Inds 

87/8 

11  % 

TSX 

-38 

1.98 

Am  Savings  of  Florida 

Musicland  Stores 

9V4 

-32 

1.40 

Best 

2-week 
change 

Since 
12/31/93 

Worst 

2-week 
change 

Since 
12/31/93 

Paper 

4.1% 

4.1 

3.9 

3.8 

3.7 

13.0% 

0.2 

3.3 
-2.0 
10.0 

Tobacco 

-9.2% 

-7.5% 

Iron  &  steel 

Oilfield  services 
Airtransport 

-7.5 

-24.4 

Metal  mining 

-5.9 

-36.2 

Aerospace 
Liquor 

Photographic,  optical 
Water  transport 

-5.7 
-5.3 

-16.6 
-12.6 

Note:  Data  for  period  ending  12/8/94.  The  Barra  All-US  price  index  consists  of  all  publicly  traded  common  U.S.  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  trading  on 
US  markets.  ADRs,  REITs  and  closed-end  funds  are  excluded.  ;  Total  return  of  a  portfolio  of  more  than  150  large-capitalization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above-average 
earnings  growth. 2  Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  3A  dollar-denominated  capitalization-weighted 
index  of  more  than  1,100  stocks  from  Europe.  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley  Capital  International  Perspective.  '  Index  of  21  commodity  futures.  5  Source:  Knight-Ridder 
-  Publishing.  ^Estimate.  Source:  IBES,  Inc. '  Shows  return  to  the  industry  factor  after  controlling  for  other  influences,  including  company  size,  value  and  growth  characteristics.  Multi-industry  firms  have 
propc-tional  contributions  in  two  or  more  groups.  NA:  Not  available.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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BY  MICHAEL  KLEIN 


S&P  500  P/E*  vs.  Aaa  bondst 


16 


14 

S&P  500  P/E      / 

^yW 

12 

Aaa  bonds 

10 

8 

1 |          i 

[ill 

'88     '89      '90      '91      '92      '93      '94 

*P/E  is  the  recent  price  of  the  S&P  500  divided  by 
estimated  earnings  over  the  next  12  months. 
tActual  and  proiected  price-to-coupon  ratio  for 
Moody's  Aaa  corporate  bond  index. 


IBES  estimate  revisions  index 

S&P  500  estimate  increases  to  decreases 


1.50 


1.00 


0.50 


0.00 


Forecasting  the  S&P  500 


JFMAMJJASOND 
1994 


%  change 
Estimated         current  est 
Year         P/E          vs.  3  months  ago 

Expected 
year-to-year 
EPS  growth 

1994        14.3               -0.1% 

17% 

1995        12.1                 0.9 

19 

1996        10.5                  NA 

15 

1995  estimates  lor  IBES  industry  groups 

Rising  estimates                 Falling  estimates 

nonferrous  metals              airlines 

containers            ^        home  build 
forest  products    ^0k     savings  &  1 
computer  mfg                    trucking 

ing 

ians  j^^t 

^r 

chemicals                        apparel 

1 

Security  analysts  typically  respond  to  a  sinking  stock 
market  by  slashing  their  earnings  forecasts.  With  the  stock 
market  taking  on  water  fast,  what  are  the  analysts  doing 
now?  They  are  acting  out  of  character  and  raising  esti- 
mates, according  to  Richard  Pucci,  a  senior  vice  president 
at  New  York-based  IBES,  Inc.,  a  firm  that  tabulates  esti- 
mates on  over  4,500  U.S.  companies. 

Here's  what  analysts  are  forecasting  for  the  Standard  & 
Poor's  500:  profits  of  $37.59  per  share  in  1995,  a  19%  gain 
over  1994.  In  mid-July  the  analysts  expected  only  $36.74 


per  share.  (Since  analysts  can't  anticipate  corporate  write- 
offs, these  estimates  are  made  for  continuing  operations.) 
Industries  about  which  the  analysts  are  especially  bull- 
ish for  1995  include  integrated  petroleum,  chemicals, 
forest  products,  metals  and  automotive.  For  the  auto 
industry,  the  analysts  now  predict  a  26%  jump  in  earnings 
in  1995.  GM,  Ford  and  Chrysler  are  expected  to  earn 
$8.00,  $5.42  and  $10.41  a  share,  respectively.  If  the  ana- 
lysts are  correct,  the  market's  recent  setback  has  provided 
some  good  buying  opportunities. 


Who's  hot 


Greatest  increase  in  estimates  over  the  past  three  months 


Company/industry 
Boise  Cascade/forest  prods 
Champion  Intl/paper  prods 
Stone  Container/packaging 
Lyondell  Petrochemical/chemicals 
Georgia  Gulf/chemicals 


Who's  not 


1994  est 
EPS 

$-2.68 

-0.23 

-2.00 

2.42 

2.75 


1 995  EPS  estimate 3-month 

recent     3-month  change    P/E     price  change   Reason 


$1.47 
2.39 
1.20 
3.85 
4.99 


137% 

125 

103 

64 

52 


16 

15 

14 

7 

7 


-16% 

-2 
-20 
-20 

-3 


Higher  prices  for  most  paperboard  grades 

Strong  pulp  and  paper  demand 

Increasing  containerboard  sales 

Rising  methanol  demand 

Stronger  prices  for  caustic  soda  and  methanol 


Greatest  decrease  in  estimates  over  the  past  three  months 


Company/industry 

Starter/athletic  app 

Parker  &  Parsley  Petr 

Seagull  Energy/natur 

Pennzoil/oil 

No  American  Mtge/mortgage  banking 


1 994  est      1 995  EPS  estimate 3-month 

EPS        recent     3-month  change    P/E     price  change   Reason 


Starter/athletic  apparel 

$0.38 

$0.55 

-41% 

13 

Parker  &  Parsley  Petrol/oil  &  gas 

0.04 

0.73 

-39 

28 

Seagull  Energy/natural  gas 

0.30 

0.63 

-34 

31 

Pennzoil/oil 

1.17 

1.56 

-31 

29 

0.50 


1.67 


-27 


-27%  Negative  impact  of  baseball  and  hockey  strikes 

-22  Falling  oil  prices 

-22  Weak  natural  gas  demand 

-10  Falling  oil  prices 

-54  Falling  loan  production 


Note:  Listed  companies  have  a  market  capitalization  of  $100  million  or  more.  Earnings  projections  are  Wall  Street  consensus  estimates  from  3,000  security  analysts  compiled  by 
IBES,  Inc.  Aaa  bond  yield  forecasts  supplied  by  Blue  Chip  Economic  Advisors.  NA:  Not  applicable. 
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f  THE  FIDELITY 
SPARTAN®  APPROACH 


Wh 


en  it  Comes  to  Investing 
for  Income,  Expect  More 
from  an  Industry  Leader. 


Higher  Yields  Through 
Lower  Fund  Expenses1 


a  La  Carte  Fee  Structure 


Ext 


xpert  Management 


Money  Market,  Bond, 
Tax-Free  Funds 


Exclusively  From 
Fidelity  Since  1989 


Take  the  Spartan  Approach. 
Visit  an  Investor  Center  or  Call 

1-800-544-2862 


Fidelity 


Investments® 


2d 

1lf  Fidelity  had  not  reimbursed  certain  fund  expenses,  yields  would  have  been  lower.  Expense  limitations  may  be  terminated  at  any  time, 
at  which  time  expenses  will  go  up  and  yields  will  go  down  Transactions  may  reduce  your  yield.  For  more  complete  information  on  any 
Fidelity  fund,  including  charges  and  expenses,  call  or  write  for  a  free  prospectus.  Read  it  carefully  before  you  invest  or  send  money. 
Share  price  (except  for  money  market  funds),  yield  and  return  will  vary.  Past  performance  is  no  guarantee  of  future  results,  and  you  may 
have  a  gain  or  loss  when  you  sell  /our  shares.  Fidelity  Distributors  Corporation. 


THE  FUNDS 


EDITED  BY  JASON  ZWEIG 


Can  you  get  those  racy  emerging  market  returns 

without  taking  all  the  risk  involved? 

In  T.  Rowe  Price  International  Stock  Fund  you  can. 

Smoothing 
the  ride 


By  Mary  Beth  G  rover 

Emerging  markets  (formerly  the 
"Third  World")  are  the  rage.  Places 
like  Argentina,  Brazil,  Hong  Kong, 
Singapore  and  Turkey  have  become 
the  last  best  hope  of  investors  desper- 
ate for  double-digit  returns.  Financial 
Research  Corp.  of  Chicago  did  some 
counting.  It  found  62  emerging  mar- 
ket funds  last  year  raking  in  $11  bil- 
lion from  investors. 

It's  a  rough  ride,  goes  the  standard 
pitch,  but  worth  it  in  the  end.  In  the 
past  three  years  the  Barings  index  of 
21  emerging  markets,  including 
Hong  Kong  and  Singapore,  returned 
20.7%  compounded  annually  (in  dol- 
lars). Before  you  call  your  broker, 
however,  ponder  this:  Hidden  in  that 
average  are  two  stomach-turning 
drops  of  at  least  16%,  the  more  recent 
from  last  February  through  early  May. 

"Emerging  market  funds  have  be- 
come high  fashion,1'  says  Martin 
Wade,  51,  who  oversees  ten  foreign 


Emerging  markets  for  chickens 

Fund                                            Emerging 

3-year 

Assets 

Annual 

markets* 

annualized 

($mil) 

expenses 

(%  of  assets) 

return 

per  $100 

Warburg  Pincus  International  Equity      49% 

16.0% 

$1,402 

$1.34 

USAA  Investment  International             33 

16.1 

293 

1.31 

T  Rowe  Price  International  Stock           28 

13.3 

5,953 

0.97 

Schrodei  International  Equity                28 

13.7 

479 

1.03 

Managers  International  Equity               26 

17.0 

88 

1.45 

Babson-Stewart  !vory  International         26 

13.2 

54 

1.32 

Morgan  Stanley  EAFE  Index 

9.5 

Forbes  Foreign  Stock  Fund  Composite 

13.1 

1.57 

includes  Hong  Kong  and  Singapore. 

Sources:  Mormngstar,  Inc.;  Forbes 

funds  for  Baltimore's  T.  Rowe  Price 
Associates.  "It's  worrisome  that  a  lot 
of  these  buyers  are  very  new  to  inter- 
national investing.  If  they  can  truly 
play  a  ten-year  game,  that's  fine,  but 
many  can't." 

Wade  ought  to  know.  Last  March 
chicken-hearted  clients  yanked  $145 
million  out  of  his  trendy  T.  Rowe 
Price  New  Asia  Fund  as  it  ended  the 
first  quarter  down  a  nauseating  20%. 

Wade  runs  T.  Rowe  Price  Interna- 
tional Stock  Fund  as  a  refuge  for  those 
who  want  a  piece  of  the  emerging 
market  game  but  with  some  of  the 
thrills  removed.  By  balancing  the 
bouncy  emerging  markets  with  the 
smoother  economies  of  Europe  and 
Japan,  he  has  achieved  emerging  mar- 
ket-like returns  with  lower  risk.  Over 
the  past  ten  years  the  fund  scored  a 
compound  annual  return  of  18.7%. 
That  was  a  hair  higher  than  Morgan 
Stanley  Capital  International's  index 


These  foreign 
funds  temper 
emerging 
market 
volatility  with 
developed  mar- 
ket stability. 
All  have  at  least 
15%  of  assets 
in  emerging 
markets. 
Expenses  are 
below  average 
and  none 
carry  sales 
charges. 
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T.  Rowe  Price's  Martin  Wade 
How  to  survive  a  16%  crash. 

of  European,  Australian  and  Far  East- 
ern stocks — making  Wade's  the  top 
foreign  fund  over  the  period. 

How  does  Wade  ride  emerging 
markets?  First  of  all,  by  diversifying; 
he  currently  holds  60  stocks  from  1 1 
emerging  markets.  Rule  two:  Stick  to 
such  blue  chips  as  utilities  and  con- 
struction firms.  "It  may  not  be  sexy  or 
exciting,"  says  Wade,  "but  if  the  mar- 
ket crashes,  you  can  get  out."  Rule 
three:  Keep  portfolio  turnover  low,  , 
around  25%,  because  these  markets  ; 
tend  to  be  thin  and  spreads  high.  "If 
you  time  the  markets  wrong,  the  trad- 
ing costs  in  emerging  markets  will  eat 
you  alive,"  he  says. 

These  days  Wade  has  only  28%  of 
International  Stock's  assets  in  emerg- 
ing markets.  While  he  is  optimistic  in 
the  long  term,  Wade  is  worried  about 
high  price/earnings  ratios  and  rising 
interest  rates.  "Until  we  see  what 
happens  to  interest  rates  in  the 
world's  largest  market  [the  U.S.],"  he 
says,  "we're  not  going  to  see  much  i 
progress  in  these  markets." 

He  thinks  Southeast  Asia,  the  dar- 
ling of  many  U.S.  investors,  is  vulner- 
able because  of  its  ties  to  the  dollar 
and  to  U.S,  markets:  "Between  trad- 
ing and  currency  links,  [Asian]  mone- 
tary policy  is  almost  controlled  in 
D.C."  In  1994  Wade  halved  his  stake 
in  Hong  Kong  to  3%  of  assets  and 
trimmed  Malaysia  by  a  third,  to  4%. 

Latin  Anerica  looks  better  to 
Wade.  He's  bullish  on  Brazil,  where 
monthly  inflation  is  down  from  40% 
to  2%.  Wade  has  tripled  his  Brazil 
stake  to  3%  of  assets.  Telebras,  the 
partially  state-owned  telephone  com- 
pany, is  half  of  his  Brazilian  holdings. 
It  trades  at  a  stiff  28  times  this  year's 
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estimated  earnings,  but  Wade  expects 
profits  to  be  up  50%  next  year.  Other 
Brazilian  holdings  include  utility' 
Electrobras,  steel  company  Usiminas 
and  retailer  Lojas  Americanas. 

In  Argentina,  Wade  thinks  oil  com- 
pany YPF  is  a  buy  at  14  times  this  year's 
expected  earnings.  Thanks  to  increas- 
ing demand  for  oil — particularly  from 
the  Latin  and  Asian  markets — Wade 
expects  earnings  to  rise  30%  next  year. 

How  is  he  smoothing  out  the 
bumpy  Latin  ride?  At  22%  of  assets  (a 
low  weighting  in  a  foreign  fund)  Ja- 
pan provides  lots  of  liquidity,  al- 
though Wade  grimaces  at  its  valuation 
of  74  times  next  year's  earnings.  His 

"If  [buyers]  can  play 

a  ten-year  game,  that's  fine, 

but  many  can't." 

real  shock  absorber  is  Europe,  where 
he  has  48%  of  the  fund's  assets,  one- 
third  more  than  usual  for  a  foreign 
fund.  Two  favorites  are  Dutch  pub- 
lishers Wolters  Kluwer  and  Elsevier, 
which  should  do  well  as  economies 
recover.  Both  trade  at  about  20  times 
1994  earnings,  in  line  with  their  pro- 
jected growth  rates  for  next  year. 
Wade  thinks  German  pharmaceutical 
giant  Bayer  is  a  buy  at  12  times  1994 
earnings;  he  expects  profits  to  be  up 
16%  next  year. 

Such  stocks  are  "not  screamingly 
cheap,"  says  Wade,  a  low-key  English- 
man who  studied  biochemistry  and  law 
at  Cambridge,  "but  attractive." 

For  those  who  want  to  test  the 
international  waters  without  heavy 
risks,  his  fund  is  well  worth  consider- 
ing. With  annual  expenses  of  0.97%, 
more  than  a  third  below  those  of  the 
average  foreign  fund  tracked  by 
Forbes,  T.  Rowe  Price  International 
is  a  Best  Buy  (Aug.  29, 1 994).  It  is  also 
a  member  of  the  Forbes  Honor  Roll, 
with  low-risk  grades  of  B  in  both  up 
and  down  markets. 

Other  choices  for  those  investors 
wanting  some  emerging  markets  ex- 
posure without  going  all  the  way  are 
shown  in  the  table  (opposite).  All  com- 
bine substantial  (but  not  undiluted) 
emerging  market  exposure  with  low 
expenses,  and  all  are  no-load 
funds.  H 
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Vanguard  Municipal  Bond  Fund 


SEVEN  WAYS  TO 
FIGHT  BACK  AGAINST  TAXES 


When  Federal  taxes  make 
inroads  on  your  income, 
municipal  bond  funds  can  be  your 
first  line  of  defense.  The  income 
from  these  bonds  is  100%  free 
from  Federal  income  tax. 

Tax-free  investing 

with  Vanguard  means  greater 

flexibility  for  you. 

Vanguard  Municipal  Bond  Fund 
has  seven  professionally  managed 
Portfolios: 

Money  Market  Portfolio— average 

weighted  maturity  less  than  90  days. 

Short-Term  Portfolio— average 

weighted  maturity  less  than  2  years. 

Limited-Term  Portfolio— average 

weighted  maturity  2  to  5  years. 

Intermediate-Term  Portfolio— aver- 
age weighted  maturity  7  to  12  years. 

Long-Term  Portfolio— average 

weighted  maturity  15  to  25  years. 

Insured  Long-Term  Portfolio— aver- 
age weighted  maturity  15  to  25  years. 

High-Yield  Portfolio— average 

weighted  maturity  15  to  25  years. 


Lower  costs 
mean  higher  yields. 

The  Vanguard  Municipal  Bond 
Fund  has  virtually  the  lowest  oper- 
ating costs  in  the  industry:  0.20  of 
1%*  with  no  commissions,  no  fees 
—a  pure  no-load  fund.  And  all 
other  things  being  equal,  lower 
costs  result  in  higher  yields.  Mini- 
mum initial  investment  $3,000. 
Free  checkwriting  for  $250  or  more. 

Residents  of  CA,  NY,  NJ,  PA,  OH,  FL: 
ask  about  our  State  Tax-Free  Funds. 

Call  1-800-523-7995 

For  A  Tax-Free  Investing  Kit 

Which  Includes  Our  Brochure 

"How  To  Select 

A  Tax-Free  Bond  Fund" 

The  Kit  contains  a  prospectus  with  more 
complete  information  on  advisory  fees, 
distribution  charges  and  other  expenses. 
Please  read  it  carefully  before  investing. 
Income  may  be  subject  to  state  and  local 
taxes.  A  portion  of  income  may  be  subject  to 
the  Federal  alternative  minimum  tax. 
An  investment  in  a  money  market  fund  is 
neither  insured  nor  guaranteed  by  the  U.S. 
Government,  and  there  is  no  assurance  that 
the  fund  will  be  able  to  maintain  a  stable  net 
asset  value  of  $1.00  per  share. 
*Lipper  Analytical  Services,  Inc. 
©  Vanguard  Marketing  Corp.,  Distributor 
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FORBES  ASAP  and  NETWORK  WORLD 

Anywhere,  Anytime  Computing 

A  Special  Advertising  Section 


A  Smart  Guide  to  Life  on  the  Run 


Ideal  partners  for  presenting  Anywhere,  Anytime 
Computing,  FORBES  ASAE  a  supplement  to  FORBES  mag- 
azine, was  the  first  information  source  for  a  general  man- 
agement audience  to  integrate  Business  and  technology 
issues,  while  NETWORK  WORLD  is  a  comprehensive 
information  source  for  network  computing  professionals. 

Publication  Dates: 

March  27, 1995  NETWORK  WORLD 
April  10, 1995  FORBES  ASAP 

Closing  Date:  January  16, 1995 


NETWORK  WORLD 

_J_  ^    THE  NFWSWEEKU  OF  ENTERPRISE  NETWORK  COMPUTING        V  ¥  * 


For  more  information,  contact:  Susan  Toscani,  FORBES  Director  of  Special  Section  Sales,  (212)  620-2269 


Growing  numbers  of  "unplugged"  employees  need 
anywhere,  anytime  access  to  their  corporate  network. 
These  road  warriors  use  traditional  mobile  and  wireless 
computing,  but  they  also  access  information  via  uncon- 
ventional means  such  as  telecommuting  and  branch 
office  connectivity. 

FORBES  ASAP  and  NETWORK  WORLD  are  joining  to 
publish  an  exclusive  report  on  wireless  and  remote  com- 
puting/networking technologies. 
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MONEY  &  INVESTMENTS 


f  you  are  fearful  of  stocks  and  bonds  but 
not  prepared  to  let  your  money  sit  in 
:ash,  invest  in  adjustable  mortgages. 

What's  AAA  and 
eats  T  bills? 


|  BY  DAVID  P.  GOLDMAN 

K3S 

I                                     III 

tiavid  P.  Goldman  is  a  managing 
irector  in  Bear,  Stearns  &  Co.'s 
inancial  Analytics  & 
tructured  Transactions  Group. 


During  the  past  several  months,  I 
ia\  e  recommended  a  diversified  mix 
>f  junk  bonds  and  emerging  market 
lebt  as  the  best  way  to  get  a  good 
eturn  from  bonds.  I  stand  by  that 
.dvice.  But  what  if  you  don't  have  the 
tomach  for  junk  or  Third  World 
lebtr  Where,  then,  can  you  take  best 
dvantage  of  today's  high  interest 
ates?  Consider  adjustable  mortgages. 

Most  people  know  about  adjust- 
ble-rate  mortgages  from  the  home- 
nvner's  point  of  view.  The  interest 
esets  against  some  index  or  short- 
erm  interest  rate,  such  as  the  rate  on 
lie-year  Treasury  bills.  Usually  the 
naximum  rate  a  homeowner  might 
>ay  is  capped  at  some  level. 

Right  now  people  with  adjustable- 
are  mortgages  are  bracing  for  a  wave 
)f  hikes  in  their  monthly  mortgage 
>ayments.  But  this  is  good  news  for 
he  folks  who  hold  such  mortgages. 
They  are  almost  as  safe  as  one-year 
T  bills,  but  they  pay  better. 

Three  important  federally  char- 
ered  companies  package  adjustable- 
ate  mortgages  into  pools:  the  Federal 
National  Mortgage  Association  (Fan- 


nie Mae),  the  Federal  Home  Loan 
Mortgage  Corp.  (Freddie  Mac)  and 
the  Government  National  Mortgage 
Association  (Ginnie  Mae).  The  pools 
are  rated  AAA,  meaning  that  the  risk 
of  loss  from  homeowner  defaults  is 
close  to  zero. 

Mortgage  securities  are  subject  to 
state  income  tax,  which  Treasury  se- 
curities are  not.  But,  depending  on 
where  you  live  and  whether  you  are 
investing  through  an  IRA,  taxes  may 
not  bother  you. 

Many  adjustable-rate  mortgage 
passthroughs  now  offer  bond-equiva- 
lent yields  equal  to  those  of  30 -year 
Treasury  bonds  but  with  far  less  rate 
risk.  That's  because  if  rates  run  up 
further,  so  will  the  interest  paid  on  the 
mortgages. 

These  adjustable  mortgage  securi- 
ties come  in  a  bewildering  variety  of 
flavors,  but  the  best  choice  is  a  plain- 
vanilla  variety,  namely  "constant  re- 
set" arms,  whose  rate  adjusts  each 
vear  to  the  12-month  Treasury  bill 
rate.  One  Freddie  Mac  arm  pass- 
through  was  priced  at  101%2  to  yield 

You  can  get  an  ARM 
passthrough  with  an  8% 
yield  and  less  rate  risk 
than  on  an  8%  long  bond. 

about  8%  as  of  Dec.  1,  slightly  more 
than  a  30-year  Treasury — and,  as  I 
said,  with  less  exposure  to  further  rises 
in  interest  rates. 

The  8%  reflects  the  average  rate  to 
be  paid  by  the  thousands  of  individual 
homeowners  in  the  pool  as  their 
mortgage  rates  adjust  up  and  down. 


Each  homeowner's  rate  changes  once 
a  year,  but  part  of  the  pool  resets  every 
month,  gradually  changing  the  pass- 
through's  coupon.  The  8%,  by  the 
way,  is  a  "bond-equivalent"  yield, 
meaning  that  the  monthly  interest 
compounds  to  the  same  effective  an- 
nual return  you  would  get  on  an  8% 
bond  paying  interest  only  twice  a  year. 

Constant  reset  adjustable -rate 
mortgages  are  an  ideal  defensive  in- 
vestment when  rates  are  rising.  Their 
interest  sensitivity  is  close  to  that  of  a 
two-year  Treasury  note.  If  interest 
rates  rise  1  percentage  point  across  the 
board,  for  example,  a  pool  of  constant 
reset  adjustable  mortgages  would  lose 
about  2  points.  A  30 -year  Treasury 
bond  with  the  same  yield,  though, 
would  lose  12  points. 

In  return  for  greater  safety,  arm 
investors  give  up  the  chance  to  make  a 
killing  if  rates  fall.  If  rates  fall  across 
the  board,  the  arms  will  reset  down  to 
a  lower  yield.  So  think  of  these  as  a  safe 
way  to  earn  high  interest,  not  as  a 
speculation  on  a  fall  in  rates.  If  rates 
fall  only  at  the  long  end  of  the  spec- 
trum, homeowners  will  prepay  their 
adjustable  mortgages  and  switch  into 
cheaper  fixed-rate  mortgages,  leaving 
holders  with  cash  to  reinvest  at  lower 
interest  rates. 

There  is  some  risk.  In  the  event  that 
short-term  interest  rates  rise  above 
9%,  most  of  these  securities  will  bump 
into  the  cap,  limiting  the  interest  rate 
homeowners  have  to  pay.  In  that  case 
the  arm  pool  you  bought  near  par 
could  fall  to  95  or  even  90. 

But  it  is  unlikely  this  will  happen.  I 
think  short-term  rates  will  rise  by  at 
most  another  1%,  as  the  Fed  flattens 
the  yield  curve  to  wring  inflation  ex- 
pectations out  of  the  market.  Long- 
term  rates  will  probably  remain  high. 
That's  an  ideal  environment  for  ad- 
justable-rate mortgages  that  adjust  to 
the  short-term  rate.  Their  prices 
would  rise  while  three-  to  ten-year 
Treasurys  are  falling. 

You  can  buy  adjustable-rate  mort- 
gage passthroughs  from  a  broker,  in 
minimum  denominations  of  $25,000. 
Shop  carefully — brokers'  markups 
vary.  Because  transaction  costs  are 
high,  it  doesn't  make  sense  to  own  one 
of  these  things  if  you  might  need  to 
cash  it  in  quickly.  If  you  need  liquidity, 
stick  to  a  mutual  fund  specializing  in 
arm  passthroughs.  m 
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Based  on  selective  evidence,  Wall  Street 
has  passed  a  bearish  verdict  on  bank  stocks. 
The  verdict  is  bound  to  be  reversed. 

Kangaroo  court 


BY  DAVID  DREMAN 


David  Dreman  is  chairman 
of  Dreman  Value  Management,  L.P., 
Investment  Counsel,  New  Jersey,  and  author 
of  The  New  Contrarian  Investment  Strategy. 


The  Street's  jury  has  rendered  its 
verdict — finance  stocks  are  dogs.  The 
worst  mutts  are  the  banks  and  broker- 
age issues  that  deal  in  derivatives. 
Bankers  Trust,  Morgan  Stanley  and 
other  banks  and  brokerage  houses 
dealing  in  the  dreaded  "Ds"  are  off 
30%  or  more  from  their  1994  highs. 

Along  with  the  "D"  factor,  the 
"G"  factor — Greenspan's  interest 
rate  hikes— has  hit  the  whole  banking 
group.  Many  of  these  stocks  are  now 
trading  at  levels  not  seen  since  the 
financial  panic  of  1990. 

Is  The  Street's  verdict  justified? 
No.  Wall  Street  is  a  kind  of  kangaroo 
court  that,  instead  of  weighing  all  the 
evidence,  selects  certain  bits,  in  this 
case  the  worst  bits.  In  my  view,  this 
creates  a  considerable  buying  oppor- 
tunity for  the  value  investor. 

No  question:  The  bits  of  evidence 
the  court  has  focused  on  do  look 
damaging.  Increasing  interest  rates 
will  hurt  profit  margins.  Some  banks 
have  been  caught  flat-footed.  They 
fixed  rates  on  a  portion  of  their  invest- 
ment portfolio  several  years  out  and 
now  have  to  pay  up  on  CDs  and 
deposits.  But  these  negatives  have 
been  overdiscounted  in  the  prices. 

Take  pnc  (20).  It  is  a  leading  re- 
gional, headquartered  in  Pittsburgh, 
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that  has  dropped  35%  from  its  12- 
month  high.  Analysts  have  cut  1995 
estimates  on  the  bank  from  $3.25  per 
share  to  $2.80  because  of  the  margin 
pressure  brought  about  by  the  bank's 
borrowing  short  and  investing  long- 
er. At  worst  it  will  impact  earnings  for 
the  balance  of  the  year  with  the  strong 
likelihood  of  higher  profits  again  in 
1996.  Even  at  this  reduced  estimate, 
the  stock  is  at  a  multiple  of  only  7  on 
1995's  forecast  and  yields  6.7%  (the 
highest  among  the  major  regionals). 
Many  banks  now  trade  at  P/Es  of  7,  8 
or  9 — 30%  or  40%  lower  than  when 
the  Great  Bull  Market  began  in  1982. 
Not  factored  into  the  guilty  charge 
against  the  banks  is  that  the  booming 
economy  is  likely  to  result  in  a  major 
buildup  of  higher-margin  commer- 


hedge  funds  can  boast — BT  was  down 
35%  last  year.  Moreover,  although 
1994  earnings  will  be  about  one-third 
lower  than  1993's,  they  should  still 
come  in  at  near  $8  per  share.  Not  a 
bad  performance  in  a  horrible  year  for 
these  markets.  BT  trades  at  a  p/e  of 
6  and  yields  6.3%. 

Key  Corp.  (24)  is  another  major  i 
regional  bank  holding  company  that 
has  been  knocked  down  sharply  in  the 
current  free  fall.  Key  trades  at  a  P/E  of 
7,  yielding  5.3%. 

Then  there  is  venerable  J.  P.  Mor 
gan  (58),  down  almost  30%  from  its 
12-month  high.  This  premium  bank 
has  a  smaller  dependence  on  deriva- 
tives and  trading  profits  than  Bankers. 
Morgan  trades  at  a  price/earnings 
multiple  of  8  and  yields  4.7%. 
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cial  loans,  which  should  reduce  the 
pressure  on  profits.  Also  overlooked  is 
the  lag  in  raising  rates  on  deposits  and 
CDs,  which  further  lessens  margin 
pressure.  Finally,  although  panic  is 
currently  rampant  in  this  group,  prof- 
its have  continued  to  move  ahead 
briskly.  Rising  rates  or  no,  the  50 
largest  banks  together  reported  a  13% 
increase  in  profits  for  the  first  nine 
months  of  1994. 

I  think  it's  time  then  to  pick  among 
the  wreckage.  Here  are  a  number  of 
banks  to  consider: 

Bankers  Trust  (57)  is  rapidly  win- 
ning the  dubious  distinction  of  being 
one  of  The  Street's  least-loved  stocks 
because  of  its  normally  large  contri- 
bution to  earnings  from  derivatives 
and  trading.  In  spite  of  the  fact  that 
these  profit  centers  still  contributed 
to  earnings — a  fact  few  of  the  major 


Banks  are  not  the  only  chief  finan 
cial  stocks:  Most  of  this  sector  is  now. 
trading  at  near  giveaway  prices. 

Here  are  two  other  financials  to 
look  at: 

Bear  Stearns  (16),  a  major  broker, 
is  currently  experiencing  the  double^ 
whammy  of  reduced  trading  and  low- 
er investment  banking  revenues. 
Earnings  in  the  current  fiscal  yeari 
(ending  June  30)  are  likely  to  b& 
halved  from  1994.  Even  so,  with  bet- 
ter prospects  ahead,  the  stock  appears 
cheap  at  a  p/e  of  6  and  a  yield  of  3.8%. 

Life  insurance  has  been  the  hardest 
hit  group  in  the  financial  sector,  down 
19%  near  year-end  1994.  American 
General  (27)  is  a  major  provider  of 
retirement  annuities  and  other  life- 
related  products.  The  company  looks 
good  at  current  prices,  trading  at  a  P/Ei 
of  19  and  yielding  4.2%.  wm 
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you  stick  with  a  favorite  stock— and  maybe  buy 
more— if  it  drops  by  half  after  you  first  buy  it? 
If  you  can't,  says  Warren  Buffett, 
you  shouldn't  be  in  the  stock  market. 


Tough  advice 


sider  this:  $1,000  compounded  at 
that  rate  for  30  years  becomes 
$535,664.  Now  you  know  how  War- 
ren Buffett  climbed  to  the  top  of  the 
Forbes  list. 

The  best-performing  investment 
letter  among  those  followed  by  the 
Hulbert  Financial  Digest — the  Value 
Line  Investment  Survey — can't  match 
that,  but  it  has  also  done  pretty 
darned  well,  producing  an  annualized 
return  of  18.3%  since  1980.  Keep 
those  numbers  in  mind  the  next  time 
you  see  advertisements  claiming  re- 
turns in  excess  of  100%. 

Buffett's  and  Value  Line's  returns 
are  among  the  very  best,  but  both 
demand  a  patience  and  discipline  that 
few  investors  can  achieve.  Do  you  get 
antsy  if  you  buy  a  stock  and  six  months 
later  it  still  hasn't  moved?  You  are  no 
Warren  Buffett. 

Another  important  lesson  from  the 

It's  no  surprise  that  there 
are  no  investment  letters  that 
use  Buffett-like  techniques. 

book — and,  again,  one  that  few  peo- 
ple will  follow — is  this:  $uccess  de- 
pends on  investing  in  companies  that 
resist  what  Buffett  calls  the  "institu- 
tional imperative."  By  this  he  means 
the  "mindless  imitation  of  their 
peers"  that  dooms  most  corporate 
managers  to  mediocrity,  if  not  worse. 
Hagstrom  explains:  "If  companies  A, 
B  and  C  are  behaving  in  a  similar 
manner,  then,  reasons  the  ceo  of 
company  D,  it  must  be  all  right  for  our 
company  to  behave  the  same  way." 

But  even  if  you  learn  to  scorn  fash- 
ion and  search  for  value,  there's  a 
catch,  according  to  Buffett:  You  must 
harden  yourself  against  those  under- 


Mark  Hulbert  is  editor  of  the  Alexandria,  Va.- 
based  Hulbert  Financial  Digest,  which  monitors 
the  performance  of  investment  advisory  letters. 
His  newest  book  is  The  Hulbert  Guide  to  Financial 
Newsletters  (Dearborn  Financial  Publishing). 


A  NEW  BOOK  analyzing  how  Warren 
Buffett  got  to  the  top  of  the  Forbes 
list  of  richest  Americans  is  selling 
briskly.  It  is  called  The  Warren  Buffett 
Way,  bv  Robert  Hagstrom  Jr.  (John 
Wiley  &  Sons,  $24.95). 

I  suspect  many  of  the  buyers  are 
looking  for  a  Money  magazine -type 
primer  on  how  to  pick  stocks.  They 
will  be  disappointed.  It  is  an  impres- 
sive book,  but  the  investment  meth- 
ods it  propounds  are  well  beyond  the 
attention  span  of  nearly  all  investors. 
According  to  Hagstrom,  Buffett 
"would  not  care  if  the  stock  market 
closed  for  ten  years."  He  means  he 
doesn't  need  the  daily  chills  and  thrills 
that  most  investors  seek  from  the 
stock  market. 

Buffett  is  more  interested  in  the 
"magic"  of  compounding  over  the 
long  term  than  in  looking  for  stocks 
that  will  double  within  a  year.  A  lot  of 
investors  are  looking  for  stocks  that 
will  double  or  more  fairly  quickly  and 
soon  lose  interest  if  they  don't.  Buf- 
fett goes  for  steady,  rather  than  spec- 
tacular, gains.  Since  1965  the  book 
value  of  Buffett's  holding  company — 
Berkshire  Hathaway — has  grown  at  a 
23.3%  compound  annual  rate.  Con- 


standably  compulsive  impulses  to  sell 
good  stocks  during  panics.  I  guess 
that's  why  he  says  he  wouldn't  much 
care  if  they  shut  the  place  down  for  ten 
years;  it  would  lessen  the  urge  to  run. 
Hagstrom:  "Buffett  believes  that  un- 
less you  can  watch  your  stock  hold- 
ings decline  by  50%  without  becom- 
ing panic-stricken,  you  should  not  be 
in  the  stock  market." 

Funny,  isn't  it?  Hundreds  of  thou- 
sands, maybe  millions  of  investors  will 
buy  this  book  and  many  of  them  will 
read  it.  But  almost  none  of  them  will 
learn  much  from  it. 

It's  no  surprise,  therefore,  that 
there  are  no  investment  letters  that 
follow  Buffett's  techniques  exactly. 
Buffett  has  made  major  commitments 
in  about  a  dozen  stocks  over  the  last 
two  decades.  You  couldn't  retain 
many  subscribers  with  a  letter  that 
always  carried  the  same  message:  Ig- 
nore last  week's  big  decline  (or  rally). 
Stay  with  the  same  stocks.  Have  a 
good  week. 

The  closest  resemblance  in  the 
market  letter  business  to  a  Buffett 
strategy  is  Charles  Allmon's  Growth 
Stock  Outlook.  Allmon's  model  port- 
folio has  been  predominantly  in  cash 
since  1986  because  few  stocks  meet 
his  stringent  value  criteria.  Despite 
missing  out  on  some  1,500  points  on 
the  Djl,  Allmon's  long-term  record  is 
now  in  second  place  (after  adjusting 
for  his  low  risk)  among  all  the  letters  I 
follow.  Nevertheless,  Allmon's  prin- 
cipled do-nothingness  has  cost  him 
loads  of  subscribers. 

Among  mutual  funds,  there's  just 
one  that  comes  close  to  Buffett's 
strategy:  Sequoia  fund,  run  by  his 
friends  Bill  Ruane  and  Rick  Cunniff. 
Sequoia  is  closed  to  new  investors. 
You  can  squeeze  in  if  you  can  find  a 
current  shareholder  willing  to  transfer 
a  few  shares  to  you.  Once  you  are 
registered  on  Sequoia's  books,  you 
can  purchase  as  many  more  shares  as 
you  want  at  net  asset  value. 

Of  course,  you  could  purchase 
shares  of  Buffett's  holding  company 
itself,  Berkshire  Hathaway.  The  catch: 
One  share  costs  around  $20,000. 
More  cheaply,  you  could  approximate 
Berkshire's  portfolio  by  buying  the 
stocks  owned  by  Berkshire.  The  larg- 
est holdings:  Coca-Cola  (recent  price, 
50),  Geico  (49),  Gillette  (73)  and 
Capital  Cities/ABC  (79).  9H 
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Long  term,  the  case  for  bonds  is  bullish. 
Short  term,  the  trend  is  likely  to  remain  bearish. 


Not  yet 


A.  Gary  Shilling  is  president  of 
A.  Gary  Shilling  &  Co.,  economic  consultants 
and  investment  advisers.  His  firm  publishes 
Insight,  a  monthly  newsletter  covering  the 
business  outlook  and  investment  strategy. 


Now  THAT  LONG  Treasury  yields  are 
in  the  8%  area,  are  bonds  screaming 
buys?  The  Treasurer  of  Orange 
County  thought  so  when  he  doubled 
his  bets  on  Treasurys  just  ahead  of  the 
Fed's  latest  boost  in  interest  rates. 
And  we  all  know  what  happened  to 
Robert  L.  Citron. 

My  advice  is:  Don't  rush  to  buy 
bonds.  With  Orange  County's  huge 
and  disastrous  leveraged  position  in 
government  securities  fully  exposed, 


you  have  the  prospect  of  another  nas- 
ty nosedive  in  bond  prices. 

Note  also  that  the  Consumer  Price 
Index  may  well  accelerate  to  4%-to- 
5%  inflation  rates,  as  business  capacity 
and  labor  shortages  grow.  The  econo- 
my is  strong:  GDP  growth  last  quarter 
was  revised  up  to  3.9%.  But  that  is 
much  faster  than  the  rise  in  the  econo- 
my's potential,  so  strains  are  multiply- 
ing. If  inflation  jumps  to  a  5%  rate,  an 
8%  yield  won't  be  nearly  as  attractive 
as  it  now  appears  with  3%  inflation. 

Mind  you,  I'm  not  forecasting  big 
inflation.  The  credit  authorities  have 
no  intention  of  allowing  American 
business  to  relapse  into  an  "easy  cost 
passthrough"  mindset — much  less  a 
1970s  style  wage-price  spiral.  The 
Fed  is  ready  to  tighten  again  and  again 
to  prevent  it.  The  Fed's  determina- 
tion, not  a  fear  of  runaway  inflation,  is 
key  to  my  bearisliness  on  bonds. 

Also,  after  the  20%  nosedive  in  long 
Treasury  prices  this  year,  a  yield  of  8% 
is  much  less  appealing  than  8%  was 
several  years  ago,  when  bond  prices 
were  steadily  rising.  And  the  cost  of 
carrying  bonds  rises  as  the  Fed  pushes 


Credit  restraint  always  continues 

until  the  yield  curve  flattens.  For  all  the  Fed's 

tightening,  the  curve  remains  quite  steep. 


you  can  bet  that  other  municipalities 
with  similar  problems  will  rush  to 
unload.  Pressure  will  be  increased  by 
brokerage  firms  demanding  more 
margin  on  these  leveraged  positions, 
and  selling  out  if  they  don't  get  it 
immediately. 

Orange  County's  troubles  are  spill- 
ing into  the  municipal  bond  market  as 
investors  start  to  worry  about  more 
bankruptcies  by  local  governments. 
Add  to  that,  steady  selling  of  Trea- 
surys by  banks  to  meet  loan  demand 
and  continuing  Fed  tightening,  and 
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up  short  rates. 

The  Fed  has  tightened  credit  sub- 
stantially nine  times  since  the  mid- 
1950s.  Only  at  the  end  of  these  peri- 
ods did  bond  prices  rally — and  we  are, 
as  I  have  said,  not  yet  at  a  point  where 
the  Fed  can  stop  tightening.  When  it 
does,  there  will  still  be  time  to  buy 
bonds.  The  bond  rallies  occurred 
from  two  months  ahead  to  three 
months  after  the  peak  of  Fed-con- 
trolled short  rates.  My  guess  is  that  we 
are,  at  the  very  least,  six  months  away 
from  a  peak  in  rates. 


Credit  restraint  always  continues 
until  the  yield  curve  flattens,  that  is, 
until  short  rates  equal  or  exceed  long 
rates.  The  Fed  funds  rate  has  risen  250 
basis  points  since  February.  It  must 
leap  another  250  basis  points  to  equal 
the  current  8%  long  bond  yield,  more 
if  yields  on  long  Treasurys  also  rise,  as 
is  likely. 

My  educated  guess  is  that  the  next 
recession  will  begin  around  mid- 
1995.  As  in  the  past,  the  Fed  will 
squeeze  until  the  business  slump  has 
begun  or  is  about  to  start.  This  is 
another  reason  bond  prices  will  not 
rally  at  least  until  the  spring. 

When  the  rally  comes,  it  should  be  a 
strong  one.  I  believe  that  the  globe's 
major  economies  are  in  a  Kondratieff 
wave  depression,  the  final  decade  of  a 
50-  to  60-year  cycle.  In  the  current 
decade,  a  lot  of  earlier  strength  is 
missing.  Military  spending  is  falling, 
consumer  debt  is  in  nosebleed  territo- 
ry, restructuring  and  major  layoffs 
continue,  and  structures  are  over- 
built. All  exert  a  dampening  influence 
on  the  economy. 

In  this  climate,  you  might  agree 
with  most  economists  that  business 
may  cool  enough  to  keep  the  Fed  at 
bay  and  prolong  the  expansion  for 
several  more  years,  but  I  doubt  it. 
Indeed,  the  U.S.  boom,  augmented 
by  recovery  in  Europe,  stubborn  and 
wide-spread  government  deficits  and 
Newly  Industrialized  Country 
strength  is 'pushing  up  global  credit 
demands  and  borrowing  costs. 

Which  leaves  me  short-term  bullish 
on  the  economy  and  thus  short-term 
bearish  on  bonds.  Watch  last-minute 
Christmas  spending  and  commodity 
prices.  If  both  are  strong,  as  I  expect, 
and  if  the  Orange  County  mess  con- 
tinues to  widen,  lower  bond  prices  are 
ahead.  There's  another  big  bond  rally 
coming,  but  not  until  the  current 
business  expansion  succumbs  to  tight 
credit  or  financial  crises.  The  time  is 
not  yet.  Hold  your  fire.  H  '< 
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teve  H.  Hanke  is  a  professor 

F  Applied  Economics  at 

|he  Johns  Hopkins  University  in  Baltimore. 


S  the  Chinese  economic  boom 
resting? 

While  the  countries  of  Eastern  Eu- 
ope  and  republics  of  the  former  Sovi- 
t  Union  have  stumbled  toward  capi- 
alism,  China  has  proceeded  briskly  in 
hat  direction.  Western  investors  have 
esponded  enthusiastically.  In  the 
ast  few  years  China  has  attracted  30% 
if  the  direct  foreign  investment  flow- 
Ig  to  developing  countries. 

But  there  have  been  worrisome 
igns  in  China  recently.  Earlier  this 
ear  Gordon  Wu,  one  of  Hong 
bong's  shrewdest  tycoons,  moth- 
•alled  plans  to  build  and  manage 
lower  stations  in  China.  Instead,  he 
igned  agreements  for  similar  invest- 
nents  worth  SI 9. 5  billion  in  India 
nd  Pakistan. 

Then,  in  November,  the  Chinese 
;ave  us  an  idea  of  what  they  think 
bout  the  inviolability  of  contracts 
nd  property  rights:  31  foreign  banks 
nnounced  they  were  stuck  with  S600 
nillion  in  Chinese  dud  loans  and 
.ehman  Brothers  filed  writs  in  a  New 
rork  court  against  -  three  Chinese 
rading  companies  that  it  claims  have 
lefaulted  on  SI 00  million  in  foreign 
xchange  and  swap  contracts. 

Most   recently,   McDonald's,   the 


fast-food  chain,  was  hit  with  an  evic- 
tion notice  from  Beijing's  municipal 
government.  Apparently,  the  20-year 
land-use  agreement  for  the  site  of  the 
world's  largest  hamburger  joint  has 
been  shredded. 

As  troubling  as  these  signs  might 
be,  the  potential  for  an  inflationary 
eruption  poses  a  more  imminent  dan- 
ger. China's  consumer  price  index  is 
rising  at  a  rate  of  over  25%  on  a  year- 
over-year  basis.  This  spells  trouble. 
Doubters  should  recall  that  it  was 
spectacular  inflation  that  brought  on 
social  chaos  in  the  1940s,  helping  to 
sweep  the  Communist  Party  into 
power  in  1949.  It  was  also  an  out- 
break of  inflation  that  led  to  the  1989 
prodemocracy  protests  in  Beijing. 

A  lot  of  the  inflation  problem  arises 
because  the  Chinese  government  at- 
tempts to  peg  its  currency  to  the  U.S. 
dollar.  As  I  pointed  out  in  my  last 
column  (Forbes,  Dec.  19,  1994), 
pegged  rates  inevitably  create  boom- 
bust  cycles.  China  is  in  the  boom 
phase.  The  bust  phase  can't  be  far 
behind. 

During  the  boom  phase,  a  balance- 
of-payments  surplus  occurs  and  too 
much  foreign  currency  is  offered  for 
domestic  currency  at  the  pegged  rate. 
To  prevent  an  appreciation  in  the 
domestic  currency,  the  central  bank 
must  purchase  foreign  exchange  and 
accumulate  reserves. 

True  to  form,  China's  foreign  re- 
serves have  increased  by  65%  over 
the  past  year.  When  it  is  flush  with 
foreign  reserves,  China's  central 
bank  allows  commercial  banks  to 
expand  credit.  And  this  they  have 
done,  making  loans  to  the  money- 
losing  state-owned  enterprises  that 
still  infest  the  landscape.  This  causes 
an  acceleration  in  money  growth  and 
increases     domestic     demand     for 


goods  and  services.  As  more  imports 
are  sucked  in,  the  balance  of  pay- 
ments deteriorates.  And  as  inflation 
picks  up,  exports  become  less  com- 
petitive at  the  pegged  exchange  rate, 
causing  a  further  deterioration  in  the 
balance  of  payments. 

Finally,  the  net  surplus  of  foreign 
currency  on  the  local  market  turns 
into  a  deficit.  Then,  to  hold  the  peg, 
the  central  bank  must  reverse  its  inter- 
vention procedure,-  purchasing  do- 
mestic currency  and  selling  foreign 
currency.  As  the  central  bank's  for- 
eign reserves  dwindle,  it  forces  the 
commercial  banks  to  cut  back  on  their 
lending,  and  monetary  growth  decel- 
erates. The  result  is  a  slump.  Such  are 
the  ways  of  a  typical  boom -bust  cycle 
under  a  pegged  regime. 

Moderating  such  a  cycle  within  a 
pegged  exchange  rate  system  is  al- 
most impossible.  In  the  autumn  of 
1993  Vice  Premier  Zhu  announced  a 

Despite  a  20-year  land-use 
agreement,  McDonald's  was 
hit  with  an  eviction 
notice  from  Beijing's 
municipal  government. 

16-point  program  to  restrain  infla- 
tion. Until  May  this  program  pro- 
duced some  monetary  restraint,  but 
since  then  it  appears  that  officials  have 
thrown  in  the  towel.  Wu  Xiaoling, 
one  of  Vice  Premier  Zhu's  top  advis- 
ers, recently  put  it  this  way:  "As 
long  as  inflation  is  under  government 
control,  it  doesn't  matter  if  it's 
high  or  low." 

If  that  kind  of  complacency  pre- 
vails, China  can  look  forward  to  more 
inflation  now  and  a  very  hard  landing 
later.  That  painful  landing,  which 
probably  will  occur  in  late  1995  or 
early  1996,  will  be  accompanied  by  a 
decline  in  living  standards,  a  reimpo- 
sition  of  austerity  measures  and  prob- 
ably the  introduction  of  import  and 
broad  credit  controls. 

In  dollar  terms,  the  equity  markets 
in  China  and  Hong  Kong  already  have 
fallen  hard,  losing  about  45%  and  28%, 
respectively,  over  the  past  year.  Inves- 
tors should  wait  for  the  Chinese  volca- 
no to  erupt.  There  will  be  a  better  time 
to  invest  than  now.  H 
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FINANCIAL  SERVICES 


Receive  Value  Line 
for  only  §85:  $55 

An  introductory  subscription  to  The  Value  Line  Investment  Survey 

brings  you  the  2000-page  Investors  Reference  Library — Value  Line's  most 

recent  Ratings  and  Reports  on  1700  stocks  and  the  practical  guide  How  to 

Invest  in  Common  Stocks.  You  will  also  receive  analyses  of  about  130  stocks 

each  week  for  10  weeks  forS6£$55.  Available  only  once  every  three  years  to 

any  household.   SPECIAL  BONUS:  J.K.  LASSER'S  Your  Income  Tax  1995. 

You  will  also  get  the  newest  edition  of  the  #1  bestselling  tax  guide  for  58  years. 

You  get  •  all  the  latest  changes  and  pending  legislation  •  hundreds  of  practical 

examples  and  tax-saving  strategies  •  a  free  update  supplement  •  tax  forms  for 

filing  •  a  24-hour  telephone  helpline.  (Free  with  your  trial  or  annual 

subscription...  while  supplies  last.)  Your  subscription  to  Value  Line  may  be 

tax-deductible.  Consult  your  tax  advisor.  Send  check  or  money  order 

along  with  name,  address  and  zip  code  together  with  this  ad  or: 

Call  Toll-Free  1-800-833-0046 

(Ext.)  2903-Dept.  416J02)  American  Express,  MasterCard  or  Visa.  24  hours  a  day, 

7  davs  a  week.  30  day  Money-Back  Guarantee.  Allow  4  weeks  for  delivery. 

NY  residents  add  sales  tax.  Foreign  rates  upon  request. 


The  Value  Line  Investment  Survey' 

220  East  42nd  Street. 

NY.  NY  10017-5891 


Free  Trial  Issue 

Fidelity  Monitor 

Call  for  a  free  copy  and  information  about 
our  top-rated  newsletter  on  Fidelity  funds. 

(800)  397-3094 

Fidelity  Monitor  is  independent  of  Fidelity  Investments. 


HEDGE 


The  first  monthly  newsletter  to 
cover  the  realm  of  hedge  funds 
in  its  entirety,  offering  a  global 
look  at  advisors  and  funds  in  a 
convenient,  accurate  and  timely 
format. 

Managed  Account  Reports  Inc. 

220  Fifth  Ave..  NY,  NY  10001 
Fax  (2 12)  2 13- 1870  or  call 
Lydia  Soto  at  212-213-6202 


Fifty  People 
Buy  This 

S^BookE^y 

Most  are 
Millionaires 

WEALTH: 

An  Owner's  Manual 

By  Michael  Stolper 

Published  by  Harper  Business 

$20.00  plus  $3.00  postage  &  handli  rig 


Gain  Financial 
Independence  By 
Using  Inside  Secrets 
To  Help  Companies 
Get  Business  Loans 

(St.  Louis)  Every  day,  business  loans 
are  turned  down  because  borrowers 
either  didn't  approach  the  right  lender 
or  clearly  communicate  their  strengths. 

Enter  the  S&K  Group,  an  innova- 
tive CPA  firm  which  for  20  years 
has  helped  clients  fund  their  loans 
with  phenomenal  success.  S&K's 
"inside"  secrets  have  given  them  an 
almost  unfair  advantage,  attracting 
funds  for  their  clients  like  a  mag- 
net, receiving  a  substantial  fee  each 
lime  they  succeed. 

The  S&K  Group  is  now  training  as- 
sociates to  offer  this  same  service  in 
their  own  market  areas  to  clients  who 
have  been  knocking  on  the  wrong 
doors — and  who  have  been  making 
their  appeals  without  adequate  clarity, 
persuasiveness,  or  professionalism. 

In  addition  to  capital  acquisition 
skills,  S&K  associates  learn  how  to 
offer  expense  reduction  counsel.  Fo- 
cusing on  specific  overhead  areas,  as- 
sociates receive  half  of  the  first  year's 
savings  plus  half  of  all  refunds  they 
uncover.  Again,  their  fee  is  contingent 
on  results. 

With  fees  typically  ranging  from 
$  1 0,000  to  $50,000  or  more  on  a  single 
case,  just  one  client  each  month  can 
generate  a  six-figure  income. This  con- 
sultant business  requires  little  more 
than  a  personal  computer,  fax,  and 
phone.  Approximately  $12,000  is 
needed  for  start-up.  For  full  details,  call 
(800)  660-0330,  toll-free. 


SSS  900  NUMBERS  SSS 


Business  opportunity  of  the  decade! 

Low  investment,  high  income  programs! 

Potential  $10K-$50K  per  month! 

Live  Psychic,  Live  Chat,  Horoscope, 

Soap  Opera  Updates,  Sports  Scores, 
and  many  more!  Custom  programs  also 

available.  FREE  information  package! 


Call  Internalional  Telecom  now1  1-800-865-1000 


INCORPORATE  IN  DELAWARE! 


Specialist*  in  setting  up  Delaware 
Corporations.  General,  Aircraft, 
Boat  ft  Shelf  Corporations. 

CaKrWrite  for  FREE  KIT: 

P.O.  Box  484-FB 

WHmlnglon,  D€  19899 

800421 -CORP  •  302-652-6532 
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Call  1  -800-426-6502 
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WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  Manufacturing  to  Small  Retail  Shops 

No  Brokerage  Fees 
To  Buy  or  Sell 
1-800-999-SALE 
GREAT  WESTERN  business  services,  inc. 


NATIONWIDE 


"THE  TAX  EXILE  REPORT 

by  Marshall  Langer 
Discover  how  you  can  become  a  sui 
cessful  legal  Tax  Exile.  Also,  lear 
the  secrets  of  dual  nationality  an 
escape  confiscatory  taxes. 

FREE  BROCHURE  AND 

PRIVACY  NEWSLETTER 

Scope.  Box  4942,  Forestside  House. 

Forestside.  P09  6EE.UK 

Tel:  +44  705  631751  Fax:  +44  705  6313: 
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EDUCATIONAL  SERVICES 


University  Dearees 


Approved  Self  Paced  Home  Study 
Associate  Bachelors  Masters  Doctc 

Business  Admin,  Public  Admin,  Heal 

Care  Admin,  Human  Resources,  Finan  ffii 

International  Business,  Tech  Mgmt,  Li  w; 

Paralegal,  Psychology,  Call  for  Drocht  nv 

(800)  477-2254  (24  hrs) 

Southern  California  University 

for  Professional  Studies 

1840  E.  17  St-F,  Santa  Ana,  CA  9270 


COLLEGE  DEGRE 


BACHELOR  S  •  MASTER  S  •  DOCTOR* 

For  Work.  Lite  and  Academic  Experien 


fe 
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Earn  your  degree  throur. 
convenient  home  stud} 

(800)423-3244  ex.185! - 
Fax:(310)471-6456 

send  detailed  resume  for  free  evalua 


Pacific  Western  Universi 

600  N.  Sepulveda  Blvd.,  Dopl  185,  Los  Angobs,  CA  90C 


FREE  VIDEO 


EXTERNAL  DEGREES 

BA/BS  MS/MBA  PhD/JD 

|  Credit  for  work/life  exp.  •  Accreditei 

(800)  955-8879  (24  hrs.) 

LaSalle  University 

I  Dept.  879  Mandevllle,  LA  70470-40O 


Send  for  a 


FREE 
CATALOG 

of  business  books  for  sal 
by  the  U.S.  Government! 

Write  to: 

Free  Business  Catalog 

U.S.  Government  Printing  Offic 

Office  of  Marketing— Stop  SM 

Washington,  DC  20401 
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MISCELLANEOUS  FOR  SALE 


VOICE  MAIL 


REAL  ESTATE 


VESTMENT  GEMSTONES! 
JARANTEED  LIQUIDITY!!! 

We  buy  &  sell  Diamonds 
and  all  Precious  Gemstones. 

wholesale  catalog  since  1967! 

Member:  Jewelers  Board  of 
Trade  &  Chamber  of  Commerce. 

HOUSE  OF  ONYX 
Main  St..  Greenville.  KY  42345 
00-844-3100  or  FAX  502-338-9605 


FORBES  BINDERS 


iVE  YOUR  COPIES  OF  FORBES 

Bse  custom-made  cases  and 

der s  protect  your  valuable 

pes  from  damage  They  hold 

out  half  a  year  s  issues  Made 

m  reinforced  board  covered 

h  leather-like  material  in 

]  Title  is  hot-stamped  in 

Id  Bnders  have  special 
hg  mechanism  to  hold 

Bp-in  rods 
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nders  1-S1125  2-S3185  6-S60.75 
ERFROM  Jesse  Jones  Indusues  Dept  95  FB 
East  Ere  Ave  Phc&   Rft  19134  Enclose  name 

*ess  Iho  PO  Box)  &  payment  Add  $150  per 

se/bmder  for  P&H  Outside  Continental  US  (m- 

dmg  AK&  Hi ($350  per case/bmder  (US  funds 
Pa  residents  add  7%  sales  tax  Credit  card 

lers  call  1-8O0-825-6690  (men  $15)  Allow  4  to  6 
-    ~-  .  Satisfaction  Guaranteed 


BINDER 


FORBES  MARKET/ 
CLASSIFIED 

To  spotlight  your 
specialty  product  or 
service  to  an  affluent 

proven  responsive 
I  executive  audience: 

WRITE,  CALL  OR 
AX:  LINDA  LOREN 
FORBES  MARKET/ 
CLASSIFIED 

60  Fifth  Ave., 
N.Y,  NY  10011 

(212)620-2440 
12)  620-2472  (FAX) 


: 


♦  WEHfliLiflUTQ-TBflMSFER 
♦  FnM-QEflflilD 

Complete  you  r  mission  for  as  little  as  $295. 

CflU  1-800-685-4884 


TALKING  TECHNOLOGY,  INC.  ,, 

11 25  Atlantic  Ave.  •  Alameda,  CA  94501  III 


STEEL  BUILDINGS 


Buy  Factory  Direct. 

Steel  Buildings.  All  sizes.  Ideal 

from  Back  Yard  Shops,  Airplane 

Hangars,  RV  &  Boat  Storages  to 

Large  Commercial  applications. 

Do-it-yourself  or  complete  set  up. 

20  year  warranty.  Call  for  free 

brochure.  STEELMASTER 

1-800-526-1110. 


EXECUTIVE  GIFTS 


Do  you             i 

PosturEvolution  could  be 

i 

the  solution. 

A 

PosturEvolution  helps  retrain  your 

experience  ifl 

bock  so  you  can  maintain  good 

M 

posture  wherever  you  sit. 

1 

•  Portable 

frequent  fl 

•  Rugged 

1 

•  Supportive 

^ 

•  Compact 

back  pain     ^ 

PosturEvolution  transforms  your 

1 

choir  or  cor  seat  into  a  foundation 

for  proper  sitting.  Coll  (or  o  free 

or  fatigue?       1 

brochure. 

A 

PosturEvolution 

4 

800.392.0363 

SHARING 


IS  CARING 


REACH  THE  PEOPLE  WHO  OWN 
AND  RUN  AMERICAS  BUSINESS 


Prestigious  Nine  Bar  Ranch  For  Sale 


Highly  Developed  4000  Acre  Purebred  Cattle  and  Horse  Operation  Located  Outside 
Houston,  Texas  •  Renowned  International  Reputation  •  Excellent  Highway  Frontage 
in  Houston's  Growth  Corridor  •  Meticulous  Attention  to  Detail  &  Amenities  •  Never 
Before  on  Market  •  Brochure  Available  •  Contact  Jennifer  L.H.  Myers 
Tel:713»840»8853,Fax:713»840»8854.        ,   „  .,      „ 

A.L.  Salley  Realty 
specializing  in  prestigious  farm  &  ranch  properties 


AUDIO  BOOKS 


BOOKS 
ON  TAPE 


•  World's  Largest  Selection  ol  Audio  Books  < 

Bestsellers  ■ 

on  Cassette  i 

Full-length  % 

Readings  I 

•  Call  for  Free  | 

Brochure  . 


(800)  626-3333 


CELLULAR  PHONES 


TWO  CELLULAR  PHONES 

WITH  THE  SAME  NUMBER 


Order  this  Motorola  Flip  Phone 

and  we'll  program  it  with  the  , 
same  number  as  your  existing  MLga 
cell  phone.  No  second  monthly 
bill!  No  second  number  to 
remember!  Your  Extension 
phone  works  everywhere. 

Only  $495 

Other  programming 

from  $200  ^S|;|f 

1-800-819-9979  Ext.  #1 
JEN  MARKETING,  LLC 

100  SpringcUle  Road/Suite  A3-113 

*WP  Cherry  Hill,  NJ  08003 


BUSINESS  OPPORTUNITIES 


INCORPORATE 

THRU  ATTORNEYS 

800-318-7407 

FAX  302-652-6760 

CorpCo 


25 


Plus  slate 
fees 


EXECUTIVE  GIFTS 


HAND  CARVED  MAHOGANY 


ytwm 


•  16"  to  22"  models  ore  hand- 
crofted  from  solid  mohogony  with 
hondpomfed  markings  and  details 

•  Over  160  models  m  stock 

•  Paced  from  $99  50 

•  Satisfaction  guoronteed 

Coll  1-800-950-9944 


PACIFIC 
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Few  accessories 
are  as  pleasurable 
to  carry  as  this  full- 
grain  Italian  leather 
checkbook  cover. 
Soft, supple  and  long-lasting, 
you'll  see  its  richness  and 
character  improve  with  time. 

$30.00  +  $4.00  S/H-  VISA  -MC 

Satisfaction  guaranteed  ■  10  days  to  ship 
Call  1-800-365-6171 

Huron  Products,  6505  E.  Central  Be*  137,  Wichita,  KS  67206 


GOLF  VACATIONS 


Hilton  Head  Island,  SC 

Where  you  stay  says  a  lot  about  where 
you  play.  We  offer  tailor-made  golf 
packages  &  guaranteed  tee  times  on 
all  courses  within  30  miles  from  public 
to  semi-private  and  then  some.  Play 
well  &  live  well  from  oceanfront  to 
golf-view  private  homes  and  villas. 
Enjoy  12  miles  of  Atlantic  beach, 
tennis,  shopping,  fine  dining  &  many 
other  activities  to  keep  you  entertained 
day  &  night.  Call  800-476-4885  toll- 
free  in  the  U.S.  &  Canada  for  a  free 
brochure  Fax  803-686-2650. 
Island  Getaway,  P.O.  Box  5429, 
Hilton  Head  Island,  SC  29938. 
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Nowhere  to  go  but  up? 

mi  CORP.  distributes  gas  to  320,000 
customers  through  its  Elizabethtown 
Gas  (New  Jersey)  and  City  Gas  (Flori- 
da) divisions.  The  $392  million 
(sales),  Bedminster,  N.J. -based  com- 
pany has  also  been  the  worst-per- 
forming stock  among  gas  distributors 
oxer  the  past  month,  down  20%  to  a 
recent  14  on  the  NYSE.  Yield,  6.5%. 

Why  did  the  stock  tall  so?  In  Octo- 
ber, nui  cut  its  dividend  44%,  from 
$1.60  to  90  cents,  to  prepare  for  the 
impact  of  deregulation  and  increased 
competition  and  to  bring  its  payout 
ratio  into  line.  For  the  fiscal  year 
ended  last  Sept.  30,  nui  earned  $1 .25 
a  share,  down  26%. 

But  at  NUl's  current  levels,  Dean 
Witter  Reynolds  natural  gas  analyst 
Foster  Corwith  says  the  stock  is  better 
bought  than  sold.  He  thinks  nui  has 
good  long-term  growth  prospects, 
and  it  just  got  rate  relief  in  Florida. 

nui  trades  for  10  times  the  $1.40  a 
share  Corwith  expects  it  to  earn  this 
year,  versus  an  average  12.5  times  for 
the  gas  distribution  group.  The  stock 
also  trades  at  a  discount  to  its  nearly 
$15-a-share  book  value;  1.4  to  1.5 
times  book  is  typical  for  its  industry. 

Corwith's  12-month  price  target 
for  nui  stock  is  18;  potential  total 
return,  in  excess  of  30%. 

Cheer  up,  Edgar 

Skagram  Co.  Ltivs  Edgar  Bronfman 
Jr.  won't  be  sending  warm  holiday 
wishes  to  Time  Warner  boss  Gerald 
Levin  this  year.  Seagram  owns  14.9% 
of  Time  Warner's  379  million  com- 
mon shares,  at  an  average  cost  of 
around  $39  a  share.  On  Levin's 
watch,  the  stock  sank  over  25%  in 
1994,  to  a  recent  32  lA.  That  leaves 
Bronfman  holding  a  paper  loss  of 
$400  million. 

This  is  a  good  time  for  people 
without  any  Time  Warner  to  add 
some  to  their  portfolios,  sav  Frederick 
Moran  and  Vijay  Jayant,  communica- 
tions and  media  analysts  at  Salomon 
Brothers.  They  argue  that  The  Street 
values  Time  Warner  too  much  as  a 
cable  company,  and  so  penalizes  it  too 
much  for  the  cable  rate  rollbacks  or- 
dered last  year  by  the  fcc's  Luddites. 

The  Solly  analysts  don't  dispute 
cable's  importance  to  Time  Warner. 
But  by  focusing  on  cable,  says  Moran, 
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Warner  hit  "Interview  with  the  Vampire" 
Investors  out  for  blood  have  it  wrong. 


investors  overlook  its  other  entertain 
ment  and  publishing  businesses,  in- 
cluding its  $5  billion  of  nonconsoli- 
dated  assets.  Among  those  assets  are 
20%  of  Turner  Broadcasting  System, 
15%  of  QVC,  55%  of  Courtroom  Tele- 
vision Network,  and  much  more. 

Moran  and  Jayant  performed  an 
interesting  exercise.  They  added 
Time  Warner's  proportionate  share  of 
the  likely  1995  cash  flow  from  these 
nonconsolidated  holdings  to  the  cash 
flow  from  the  company's  own  opera- 
tions. Result:  The  stock  sells  for  just  8 
times  their  estimate  of  what  that  col- 
lective cash  flow  will  be  this  year. 
Compare  that  to  the  1 1  times  project- 
ed cash  flow  at  which  Viacom,  with  its 
diverse  interests,  trades. 

The  Solly  analysts  think  Time 
Warner  should  sell  for  closer  to  10 
times  aggregate  cash  flow.  They  see 
the  stock  at  44  over  the  next  year. 
Cheer  up,  Edgar. 

-Riva  Atlas 


Utiliturkeys 

Here  ark  six  utility  stocks  not  to  stuff 
into  your  Christmas  stocking,  says 
Duff  &  Phelps  analyst  Nathan  Partain: 

Centerior  Energy  (8%  on  the 
NYSE).  The  stock  yields  a  very  high 
9.3%,  and  for  good  reason.  Partain 
says  there's  no  chance  of  dividend 
growth;  he  expects  a  sharp  earnings 
decline  in  1996.  Centerior  is  highly 
leveraged;  it  also  has  high  costs  and  a 
high  price  schedule. 

Pennsylvania  Power  &  Light 
( 19%).  It  yields  8.5%  and  faces  down 
earnings  this  year;  the  payout  is  al- 
ready 80%.  The  rate  case  PPL  is  expect- 
ed to  file  in  1995  will  be  a  political  hot 
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potato.  It  also  must  spend  heavily  to 
comply  with  the  Clean  Air  Act. 

Long  Island  Lighting  (155/s). 
Don't  fall  for  Lilco's  11.4%  yield, 
warns  Partain.  That  payout's  over  I 
80%  for  a  company  whose  revenue 
growth  will  at  best  be  below  average. 
It  has  over  $6  billion  in  regulatory 
assets,  and  a  New  York  State  takeover 
proposed  by  Mario  Cuomo  won't  be 
backed  by  Governor-elect  Pataki. 

Potomac  Electric  Power  (\9Va; 
yield  8.7%).  Partain  at  best  sees  flat 
earnings  for  the  next  few  years.  The 
payout  is  92%;  no  chance  for  dividend 
growth.  Nonutility  profits  are  subpar, 
due  to  large  aircraft  leasing  exposure. 

Minnesota  Power  &  Light  (25V2; 
yield,  7.9%).  Given  the  current  106%  > 
payout  ratio,  there's  lots  of  uncertain-  ill 
ty  about  a  dividend  increase  this  year. 
Despite  improvement  from  cyclical 
industries  like  paper,  Partain  expects  J Mn' 
minimal    sales    growth.    Investments 
portfolio  gains  aren't  likely  to  match  ii len 41 
previous  years.  Water  revenues  won't! 
offset  the  decline  in  retail  operations.    jt  An 

Commonwealth     Energy     (35%; junetb 
yield,  8.4%).  A  volatile  revenue  and 
earnings  outlook  casts  doubt  on  the  limit 
Boston     utility's     future     dividend  fen  a  b 
growth.  This  year's  earnings  will  be- 
hurt  by  the  loss  of  its  largest  customer,  jtttto 
MIT,  to  cogeneration.  Industry  prece 
dents,   says    Partain,   suggest   Com- 
monwealth will  have  minimal  success  -f 
in  jYIIT  cost  recovery  efforts. 
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The  room  below 

When  Marshall  Reynolds  took  con 
trol  of  the  First  National  Bank  ofr 
Huntington,  W.Va.,  he  turned  a  tiny, 
local  bank  into  Key  Centurion  Banc- 
shares,  his  state's  largest  bank  holding 
company,  and  then  sold  out  to  Banc 
One  in  1992  for  a  handsome  premi- 
um. Now  investors  are  betting  he  can 
do  the  same  with  Huntington's  $39' 
million  (fiscal  1994  sales)  Champion 
Industries,  Inc.,  a  commercial  print- 
ing and  office  supplies  outfit. 

In  January  1993  Reynolds  spun  off! 
Champion  from  a  private  company  he 
controls,  selling  1.4  million  shares 
(split-adjusted)  to  the  public  at  $8> 
each.  Its  4  million  o-t-c-shares  have 
since  trebled,  to  a  recent  24.  Reyn- 
olds' 61%  is  worth  nearly  $60  million. 

Trouble  is,  Champion  stock  sells 
for  2V2  times  sales  and  a  rich  36  times 


mbac 
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cal  1994  (ended  Oct.  31)  earnings 
$2.7  million,  or  67  cents  a  share, 
lis  at  a  time  when  the  company  may 
:  riding  for  a  fall.  It  has  been  grow- 
g  mainly  through  acquisitions — 
jdit  in  two  years.  But  revenues  from 
•ntinuing  operations  in  its  core 
inting  business  have  not  grown  so 
dl.  And  paper  price  increases  could 
it  a  crimp  in  the  printing  division's 
storically  high  operating  margins. 
Don't  chase  Champion.  It  could 
amble.       -Christopher  Palmeri 


•range  County  victim 

\ST  winter  Chicago  Corp.  analyst 
even  Schwartz  recommended  the 
ack  of  Ambac  Inc.,  the  big  munici- 
J  bond  insurer  (Streetwalker,  Feb. 
t,  1993).  Weren't  interest  rates  ris- 
g,  threatening  to  dry  up  refinanc- 
gr  Yes,  but  he  thought  Ambac  was 
ersold  and  predicted  the  stock, 
en  41%,  would  hit  55  in  a  year. 
Bad  call.  Rates  went  higher,  keep- 
g  Ambac  under  pressure.  Then 
me  the  Orange  Count}'  fiasco.  Am- 
|ic's  recent  price:  32%.  What's 
hwartz  say  nowr  Average  down:  it's 
■en  a  better  buy  than  a  year  ago. 
Schwartz  says  Ambac  doesn't  ex- 
:ct  to  incur  losses  on  Orange  Coun- 
bonds  or  on  those  issued  by  others 
its  investment  pool.  Its  exposure  in 
range  County  paper  is  S 1 7  million  a 
:ar  of  debt  service;  Ambac's  loss 
serve  is  S68  million.  Besides,  the 
mbac-insured  bonds  are  collateral- 
ed  mainly  by  the  county's  sewers 
id  a  profitable  convention  center, 
s  not  clear  what  Ambac  could  do 
ith  the  sewers,  but  it  could  seize  and 
y  to  sell  the  convention  center. 
Schwartz  says  that  in  the  wake  of 
range  County's  debacle,  demand 
<r  municipal  bond  insurance  will  rise, 
id  premiums  strengthen.  Hence  his 
minion  that  Ambac's  a  bargain  stock. 
Streetwalker  would  be  more  cau- 
cus, based  on  our  hunch  that  inves- 
ts will  steer  clear  of  Ambac  for 
veral  months.  Risk  exposure  analo- 
xis  to  the  Orange  County  situation 
ay  surface  elsewhere.  Plus  there's 
ie  prospect  of  more  rate  increases  by 
le  Fed.  Investors  who  took 
:h\vartz's  advice  a  year  ago  might 
ok  to  Ambac  for  some  year-end 
pital  losses.  As  for  getting  back  in  or 
tablishing  a  position,  no  hurry.    Hi 
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No  one  ever  said  it  was  easy  to  be  a  parent.  Yet  one 
part  of  parenthood  can  be  easier  than  you  thought:  saving  for 
college  with  U.S.  Savings  Bonds.  They're  the  easy  way  to  make 
sure  the  money  you  save  will  be  there  by  the  time  your  child 
goes  to  college. 

First,  U.S.  Savings  Bonds  are  affordable.  Invest  just  a  few 
dollars  each  payday  through  your  employer's  Payroll  Savings 
Plan  or  at  your  bank. 

Second,  U.S.  Savings  Bonds  are  secure.  They're  backed  by 
the  full  faith  and  credit  of  the  United  States. 

Third,  U.S.  Savings  Bonds  are  guaranteed  to  grow.  They 
earn  interest  at  a  competitive  market-based  rate,  if  held  five 
years  or  longer,  or  a  guaranteed  minimum  rate,  whichever 
produces  the  higher  value,  compounded  semiannually. 

And  U.S.  Savings  Bonds  offer  tax  advantages.  The  interest 
they  earn  is  exempt  from  state  and  local  taxes,  and  you  can 
defer  federal  income  tax  payments  on  the  interest  until  you 
redeem  your  Bonds.  Plus,  if  you  use  U.S.  Savings  Bonds  to  pay 
for  college,  you  may  be  able  to  receive  additional  tax  benefits.* 

Ask  your  employer  or  banker  about  saving  for  college 
with  Savings  Bonds.  Or  write:  U.S.  Savings  Bonds  for  Education, 
Department  of  the  Treasury,  Washington,  DC  20226. 

For  a  recorded  message  of  current  rate  information,  call 
1-800-4US  BOND  •  1-800-487-2663. 
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For  Your  Next  Meeting,  Aim  a  Little  Higher. 


Deep  in  the  Southern  Rockies  lie  two  hundred  and  fifty  spectacular  square  miles 

known  as  Forbes  Trinchera.  Its  tallest  peak  reaches  14,345  feet  into  the  Colorado  sky,  and  its 

mountains  sweep  down  into  valleys  as  green  and  fertile  as  a  Kentucky  meadow. 

This  historic  tract  of  land  was  bought  by  publisher  Malcolm  S.  Forbes  in  1969  as 

a  natural  escape  to  a  place  far  from  Wall  Street  and  corporate  stress.  It  is  this  aspect  of  this 

wonderful  land  that  the  Forbes  family  have  decided  to  share  with  like-minded  colleagues. 

The  buildings  of  Forbes  Trinchera  have  been  remodeled  to  provide  superb 
accommodation,  but  it  is  still,  essentially,  a  ranch. 

Whilst  there,  you  can  ride  the  land  on  horseback,  or  on  trail-bike.  You  can  fly-fish  on  its  miles 

of  streams,  or  hike  its  thousands  of  trails.  You  will  have  special  rights  at  a  nearby 

golf  and  swimming  club,  or  you  can  shoot  skeet  until  every  clay  looks  as  big  as  a  house. 

And,  when  there's  work  to  be  done,  our  main  conference  room  can  seat  up  to  sixty. 

However  you  choose  to  use  it,  Forbes  Trinchera  will  provide  a  lookout  point  from  which  to  view 
the  world.  Two  hundred  and  fifty  square  miles.  Fifty  staff.  Mountains.  Valleys.  Lakes.  Streams. 

Call  1-800-FORBES-5,  and  allow  us  to  tell  you  more. 


Forbes  Trinchera  Ranch 

A  Forbes  Executive  Retreat 


*\ 
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The  more  things  change. . ." 
'0  years  ago  in  Forbes 

From  the  issue  of  Jan.  1, 1925) 

A  happy  New  Year  should  be  the 

)t  of  America — if  we  deserve  it.  Prov- 

ience  has  dealt  generously  with  us  as 

nation,  and  if  we  exercise  prudence 

e  should  enjov  great  prosperity  dur- 

igl925." 

Immigration  into  the  U.S.  has 
lore  than  doubled  since  1922.  The 
Dtal  increased  from  309,556  in  1922 
d  522,919  in  1923,  and  707,896  in 
924.  The  principal  racial  stocks  rep- 
:sented  in  the  immigrants  in  1924 
ere  German,  English,  Mexican, 
cotch,  Italian,  Hebrew,  Scandina- 
ian,  Polish  and  African." 

0  years  ago 

-ROM  THE  ISSUE  OF  JAN.  1,  1935) 


DR's  first-term  running  mate,  Vice 
resident  John  Nance  Garner  of  Texas. 


The  preponderating  disposition  in 
pe  business,  industrial  and  invest- 
lent  world  is  one  of  hopefulness.  .  .  . 
Provided  Washington  acts  rationally, 
jnerica  is  all  set  to  move  towards  a 
ew  era  of  prosperity.  ..." 

No  official  reply  has  been  forth - 
oming  to  the  offer  of  Common - 
ealth  &  Southern's  president  (Wen- 
ell  Willkie )  to  furnishTennessee  Val- 
y  consumers  with  current  at  even 
>wer  rates  than  tva  proposes,  if 
anted  privileges  similar  to  those 
ranted  tva." 


Forbes'  Jan.  1, 1935  cover  pictured  re- 
covery on  a  small-town  Main  Street. 


50  years  ago 

(From  the  issue  of  Jan.  1, 1945) 
"Slaughter  on  the  Western  Front  is 
harrowing,  horrifying.  What  our  boys 
are  suffering  there  has  been  brought 
home  to  me  very  directly,  poignantly. 
Letters  from  one  of  my  sons  [Mal- 
colm Forbes]  who  took,  part  in  what 
Berlin  called  'the  worst  battle  ever 
fought  in  any  war,'  in  the  Aachen  area, 
have  described  the  awful  conditions 
there:  knee-deep  mud,  rain,  cold, 
never  a  dry  stitch,  sleeping  in  the 
open,  gunfire  raging  day  and  night. 
Wounded,  he  writes:  'Pray  for  my 
buddies  who  are  still  out  there.' ' 

"It  is  increasingly  evident  that  de- 
feats of  Germany  and  Japan  will  bring 
in  their  wake  a  host  of  problems  al- 
most as  formidable  and  far-reaching 
as  the  war  itself.  .  .  .  The  outlook  will 
be  shaped  in  the  first  instance  by  the 
rate  of  progress  on  the  distant  battle- 
fronts,  but  also  will  be  heavily  influ- 


Republic  Aviation  hoped  to  sell  this 
postwar  amphibian  for  under  $4,000. 


enced  by  what  kind  of  people  get  the 
reins  of  control  in  the  hodgepodge  of 
a  liberated  Europe.  .  .  ." 

25  years  ago 

(From  the  issue  of  Jan.  1, 1970) 
"It's  the  darndest  forecasting  situa- 
tion I've  ever  observed.  Many  see 
problems  ahead — for  the  other  guy. 
Most  see  the  possibility  of  a  'valley'  in 
the  months  ahead.  But  almost  every- 
one sees  across  the  valley,  if  he  sees 
one  at  all,  and  is  planning  and  budget- 
ing and  spending  accordingly." 

-Malcolm  Forbes 

"When  Texas  Gulf  Sulphur  hit  its 

rich  Timmins  (Ontario)  zinc,  lead, 
copper  and  silver  find,  it  was  regarded 
as  icing  on  a  rich  cake.  Now,  with 
sulphur  prices  way  down,  tg  stock- 
holders can  thank  Timmins  for  hold- 
ing TG's  drop  in  third-quarter  earn- 
ings to  13%,  probably  the  lowest  drop 
in  the  industry." 

"It  used  to  be  that  every  time  one  of 
the  economic  indicators  traced  a 
downward  squiggle,  the  stock  market 
would  take  a  nasty  tumble.  It  works 
the  other  way  now;  if  the  economic 
indicators  get  strong,  the  market  turns 
weak.  It's  a  sign  of  the  times.  Reces- 
sions used  to  be  what  the  stock  market 
was  afraid  of.  Now  inflation  is  the  chief 
worry — inflation  and  the  economic 
medicine  prescribed  to  cure  it." 

10  years  ago 

(From  the  issue  of  Dec.  31, 1984) 
"For  decades  the  auto  industry  has 
been  using  in-house  credit  corpora- 
tions— a  particularly  useful  sales  tool 
in  recessions — to  help  finance  cars. 
Now  the  idea  is  catching  on  in  the  $6 
billion  manufactured  housing  and 
mobile  home  industry.  Several  com- 
panies .  .  .  have  already  set  up  captive 
finance  firms.  .  .  ." 

"It  was  a  great  ride  while  it  lasted — 
for  the  brokers,  that  is — but  the  op- 
tions boom  that  began  in  the  1970s  is 
fizzling  out.  .  .  .  Volume  in  individual 
stock  options  has  declined  from  its 
peak  of  570,000  contracts  traded  per 
day  in  1983,  to  490,000  through  the 
first  nine  months  of  this  year.  Either 
the  customers  have  gotten  smarter,  or 
they  have  gotten  too  poor  to  afford 
further  losses."  ■■ 
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Every  time  I  see  an  Erie 
Railroad  engine  bearing  the 
name  of  its  faithful  driver 
a  thrill  goes  through  me, 
for  I  know  that  the  man 
guiding  it  has  won  this 
rare  honor  by  many  years 
of  the  most  loyal  and 
efficient  service.  Who  will 
argue  that  only  public 
men  and  corporation  heads 
are  entitled  to  have  their 
names  emblazoned  on  the 
scroll  of  honor? 

"All  workmen  care  about 
is  money," you  say?  Wrong. 
Workers  are  made  of  exactly 
the  same  stuff  as  generals 
or  senators  or  presidents 
or  governors  or  industrial 
leaders.  It  is  just  as  fitting 
to  honor  the  worthiest 
of  our  wage  earners  as  it 
is  to  honor  others. 


-B.C.  Forbes 


People  in  the  U.S.  used  to 
think  that  if  girls  were  good 
at  sports  their  sexuality 
would  be  affected.  Being 
feminine  meant  being  a 
cheerleader,  not  an  athlete. 
The  image  of  women  is 
changing  now.  You  don't 
have  to  be  pretty  for 
people  to  come 
and  see  you  play. 
-Martina  Navratilova 

Playing  snooker  gives  you 
firm  hands  and  helps  to  build 
up  character.  It  is  the  ideal 
recreation  for  dedicated  nuns. 
-Archbishop  Luigi  Barbarito 

Ideally,  the  umpire  should 
have  the  integrity  of  a 
Supreme  Court  justice,  the 
physical  agility  of  an 
acrobat,  the  endurance  of 
Job  and  the  imperturbability 
of  Buddha. 
-Time  magazine 

300 


A  Text.  .  . 

Each  man  also  to 
whom  God  hath 
given  riches  and 
wealth,  and  hath  given 
him  power  to  eat 
thereof,  and  to  take  his 
portion,  and  to 
rejoice  in  his  labor; 
this  is  the  gift  of  God. 
For  he  shall  not  much 
remember  the  days  of 
his  life;  because  God 
answereth  him 
in  the  joy  of  his  heart. 
-Ecclesiastes  5:19-20 


Sent  in  by  John  A.  Durden, 

Raleigh,  N.C. 

What's  your  favorite  text? 

The  Forbes  Scrapbook 

of  Thoughts  on  the  Business 

of  Life  is  presented  to  senders 

of  texts  used. 


We  learn  from  our  mistakes, 

and  the  amount  we  learn  is 

in  direct  proportion  to  the 

amount  we  suffer  from  having 

made  the  mistakes. 

-Football  Coach  Tommy  Prothro 

Pro  football  is  like  nuclear 
warfare:  There  are  no  winners, 
only  survivors. 
-Frank  Gifford 

Most  sorts  of  diversion  in 
men,  children  and  other 
animals  are  an  imitation 
of  fighting. 
-Jonathan  Swift 


More  than  9,000  "Thoughts,"  indexed  by  author  and 
subject,  are  available  in  a  three-volume  boxed  set  at 
$69.50  ($27.50  per  volume  if  purchased  separate- 
ly). Also  available,  a  one-volume  edition  of  over 
3,000  "Thoughts."  Price:  $27.50.  Send  check  and 
order  to  Forbes  Books,  P.O.  Box  11234,  Des  Moines, 
IA  50340.  Add  sales  tax  on  orders  in  New  York  State 
and  other  states  where  applicable.  For  faster  service 
call  1-800-234-4553  and  charge  to  your  credit  card. 


We  have  not  made  cricket  and 
football  [soccer]  professional 
because  of  any  astonishing 
avarice  or  new  vulgarity.  We 
have  made  them  professional 
because  we  would  have  them 
perfect.  We  have  dedicated 
men  to  them  as  to  some  god  of 
inhuman  excellence.  We  care 
more  for  football  than  for 
the  fun  of  playing  football. 
-G.K.  Chesterton 

Two  things  only  the  people 
anxiously  desire,  bread 
and  the  Circus  games. 

-Juvenal 

The  balls  used  in  top  class 
games  are  generally  smaller 
than  those  used  in  others. 
-Paul  Fussell 

Bullfighting  is  the  only  art 
in  which  the  artist  is  in 
danger  of  death  and  in  which 
the  degree  of  brilliance  in 
the  performance  is  left  to 
the  fighter's  honor. 
-Ernest  Hemingway 

In  America,  it  is  sport 
that  is  the  opiate  of 
the  masses. 
-Russell  Baker 

Rodeoing  is  about  the  only 
sport  you  can't  fix.  You'd 
have  to  talk  to  the  bulls  and 
horses,  and  they  wouldn't 
understand  you. 
-Bill  Linderman 

When  a  man  wants  to  murder 

a  tiger  he  calls  it  sport; 

when  a  tiger  wants  to 

murder  him,  he  calls  it 

ferocity. 

-George  Bernard  Shaw 

I  don't  think  I  can  take 
seriously  any  game  that 
takes  less  than  three  days 
to  reach  its  conclusion. 
-Tom  STorrARD 
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Bear  Necessity 


Jack  Nicklaus  spends  over  400  hours  a  year  in 
the  air.  That's  what  it  takes  to  simultaneously 
do  business  in  more  than  40  countries  on 
four  continents  around  the  globe. 

For  Jack,  Gulfstream  transportation  isn't  a 
luxury,  it's  a  necessity. 

"My  Gulfstream  is  my  number  one  productivity 
tool,"  he  says.  "It's  my  office,  my  conference 
room,  my  sanctuary  and  frequently  my 
bedroom.  When  I  reach  my  destination,  I  go 
to  my  meetings  prepared,  refreshed  and 
alert.  I  couldn't  operate  without  it." 

"My  Gulfstream  is  my  number 
one  productivity  tool" 


As  a  man  who's  built  two  careers  on  a 
philosophy  of  excellence  and  quality,  it's 
little  wonder  he  selected  a  Gulfstream 
six  years  ago. 

With  his  ever-increasing  travel  demands, 
Jack  recently  made  the  step  up  to  a 
Gulfstream  IV-SP.  Giving  him  the  most 
powerful,  most  comfortable  and  longest 
range  business  jet  in  existence  today. 

It  means  Jack  can  pursue  more  oppor- 
tunities than  ever  before  with  the  reliability, 
safety  and  security  inherent  in  the  name 
Gulfstream. 

It  also  means  Jack's  travel  time  is  producdve 
time.  And  for  Golden  Bear  International, 
that's  a  necessity. 


/// 

Gulfstream 
Aerospace 

Setting  the  Standards 
Others  Follow. 


Contact:  Bill  Boisture,  Executive  V.P. 

(912)  965-5555  Fax  (912)  965-30X4 


IFREE  Special  Report 

\       How  to  Protect  \burself 
From  the  New  War  on  the  Wealthy 

President  Clinton's  new  tax  initiatives  heavily 
penalize  the  "rich",  and  it's  going  to  get  worse. 
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Wealth 

Preservation 

Strategies 


Barry  Kaye 


That's  why  I  would  like  to  send  you  a  FREE 
copy  of  my  valuable  special  report:  12  Wealth 
Preservation  Strategies.  Discover  how  to 
reduce  your  estate  tax  cost  up  to  90%*...  how 
to  leverage  your  IRA,  pension  or  annuities  10- 
20  times..and  how  to  make  your  key  invest- 
ments income  and  estate  tax  free. 


Barry  Kaye:  America's  #1  expert 
on  estate  tax  cost  discounts... 
author  of  Save  A  Fortune  On 
Your  Estate  Taxes  and  Die  Rich 
and  Tax  Fr««...founder  and 
Chairman  of  Wealth  Creation 
Centers™  America's  Foremost 
Estate  Tax  Cost  Discount 
Speciahsts...and  the  man  seen 
and  heard  by  millions  on  TV 
shows  like  the  Today  Show  or  at 
nationwide  frnancialconferences. 


f  your  estate  is  valued  at  $3  million  to  $250  million,  let 
.me  issue  this  urgent  warning: 

You  are  about  to  see  the  greatest  attack  on  the  wealthy 
nee  the  Roosevelt  era.  The  battlelines  have  been  drawn, 
edistribution  of  the  wealth  is  the  political  rhetoric  in 
Washington  today.  The  rich  will  be  penalized  heavily  to 
fund"  government  programs.  For  example... 

Attack  #1:  Federal  estate  taxes  will  swallow  up 
50%  or  more  of  your  net  worth. 

Federal  estate  taxes  will  continue  to  be  a  focus  for  new 
ix  revenues.  As  I  write  this  article,  various  trial  balloons 
re  being  raised,  including  reduction  of  the  Lifetime 
Jnified  Credit  (your  $600,000  exemption),  a  possible 
lcrease  in  the  marginal  top  bracket,  and  other  devastating 
ix  plans. 

Today,  it's  a  FACT.  Your  estate  will  owe  Uncle  Sam  55% 
f  every  dollar  over  $3  million  (plus  $1,098,000  tax  on  the  ini- 
al  $3  million).  But  in  your  FREE  Special  Report,  I'll  reveal 
ow  you  can  fight  back  and  use  powerful  and  often  over- 
)oked  estate  planning  strategies  to  save  millions  of  dollars. 

You'll  learn  how  to  reduce  your  estate  tax  cost  by  up  to 
0%*,  passing  on  nearly  two  times  more  money  to  your 
eirs — income  and  estate  tax  free. 

Attack  #2:  Your  IRA  &  retirement  accounts 
will  be  wiped  out. 

Don't  be  fooled  into  believing  your  retirement 
ccounts  will  be  exempt.  A  $1,000,000  IRA  will  be  tragi- 
ally  reduced  to  a  mere  $300,000  after  $350,000  in  income 
axes  and  another  $350,000  in  estate  and  excise  taxes  after 
leath.  That's  a  whopping  70%  loss! 

But  in  your  FREE  Special  Report,  you'll  discover  a 
)owerful,  proven  way  to  leverage  your  IRA  10  to  20  times, 
urning  that  same  $300,000  into  $5  million,  income  and 
:state  tax  free. 


'  Discounted  tax  cost  based  on  current  assumptions,  other  requirements  and  a  last-to-die  lite  insurance  policy 
©Wealth  Creation  Centers 


Attack  #3:  So-called  4ttax-free"  investments 
will  be  devastated. 

You  probably  know  that  municipal  bonds  are  income 
tax  free.  But  what  you  may  not  know  is  they  are  not  estate 
tax  free.  In  your  report,  you'll  discover  exciting  muni  bond 
alternatives  that  will  make  that  money  income  and  estate 
tax  free. 

Arm  Yourself  Against  These  Costly  Tax  Hikes 

As  author  of  Save  A  Fortune  On  Your  Estate  Taxes  and 
as  Chairman  of  Wealth  Creation  Centers,  I've  seen  the  trag- 
ic consequences  of  the  government's  55%  estate  tax  bite.  I 
also  know  you  don't  have  to  stand  by  and  watch  taxes 
destroy  everything  you've  worked  a  lifetime  to  achieve. 

You  don't  have  to  be  a  casualty  of  the  politicians'  war 
on  the  wealthy.  Call  TOLL  FREE  or  write  for  your  FREE 
Special  Report  today! 


CALL  TOLL  FREE  1-800-343-7424 
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Monday  -  Friday,  8:30  -  5:30  PST 

□  For  your  FREE,  No-Obligation  copy  of 
Barry  Kaye's  Special  Report:  12  Wealth 
Preservation  Strategies. 

O  For  a  FREE,  No-Obligation,  confidential 
proposal  on  saving  a  fortune  in  estate  taxes. 


Available  in  Fine  bookstores  everywhere 

"Much  useful  advice  from  a  man  who  has  so  much 
useful  advice  lo  give.' 

—Malcolm  S.  Forbes.  Jr.  President  &  Editor-in-Chief  Forbes  Magazine 


Wealth  Creation  Centers 

America's  Foremost  Estate  Tax  Cost  Discount  Specialists 

Barry  Kaye  Associates 

1901  Avenue  of  the  Stars, 

Suite  500  Los  Angeles,  California  90067 

1-800-662-5433  310-277-9400  FAX  310-282-0775 


It's  Been  Called  TBI 


Of  Luxury.  And  That!  I 


LINCOLN-MERCURY  DIVISION    <««£>  -Optional.  "See  dealer  for  details. 
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Itimate  Expression 
BeforeWe  Refined  It. 


The  Restyled 
Lincoln  Town  Car. 

The  Lincoln  Town  Car  has  always  been  considered 
one  of  the  quietest,  most  comfortable 
luxury  sedans.  But  our  engineers  thought  they 
could  do  even  better. 

So  they  examined  the  Town  Car. 
Inside  and  out.  From  the  remote  steering  wheel 
controls*  to  the  plush  leather  seating  surfaces* 
and  instrument  panel.  Wherever  they  found 
room  for  improvement,  they  improved. 

They  even  added  a  sophisticated 
V-8  engine  capable  of  going  100,000  miles 
before  its  first  scheduled  tune-up.  And  backed 
up  every  Town  Car  with  the  Lincoln 
Commitment,SM  a  comprehensive  benefits 
package  including  24-hour  Roadside  Service 
Assistance  and  a  complimentary  service 
loaner.**  The  result?  Our  most  dependable, 
luxurious  Town  Car  ever. 

For  further  information,  call 
1  800  446-8888.  The  V-8  powered  Lincoln 
Town  Car.  If  you  considered  it  luxurious 
before,  imagine  how  you're  going  to  feel  now. 


LINCOLN 

What    A     Luxury    Car    Should    Be 
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"People  are 
always  asking 
me  where  is  the 
outlook  good, 
but  that's  the 
wrong  question. 
The  right  ques- 
tion is:  Where  is 
the  outlook  the 
most  miserable?" 
67 


Last  year  infomercials 
generated  almost  $1  billion 
in  product  sales;  that  fig- 
ure could  grow  by  50%  a  year. 
50 


"Maybe  there's  a  certain 
amount  of  cheesiness  to  th 
whole  thing,  but . . .  like  it 
or  not,  these  things  sell 
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Sir  John  Templeton: 

How  To  Beat  The  Market  67 

By  Lawrence  Minard 

To  be  a  really  successful  investor, 
you  must  master  a  simple  but  coun- 
terintuitive principle.  It's  "the  prin- 
ciple of  maximum  pessimism." 

Those  Sleazy  Infomercials  50 

By  Nikhil  Hutheesing 

Although  the  business  is  infested 
with  scam  artists,  infomercials 
may  yet  have  a  splendid  future. 

Jimmy  Buffett's  Margarita 
Marketing  84 

By  Robert  La  Franco 

Don't  let  the  beach  bum  image  fool 
you.  Jimmy  Buffett  is  one  of  the 
smartest  men  in  the  music  business. 

New  Hope  For  Computer 
Illiterates  88 

By  Julie  Pitta 

If  you've  ever  gotten  an  error  mes- 
sage, you  will  be  surprised  to  hear  that 
software  and  hardware  producers 
are  beating  their  brains  out  trying  to 
make  computers  more  friendly. 

Nursing  Home  Alternatives  98 

By  Janet  Novack 

Your  declining  years  may  not  mean 

vegetating  in  a  nursing  home. 


Country  Fund  Bargains  1 12 

By  Mary  Beth  Grover 

If  you  want  to  invest  some  of  your 
money  abroad,  why  not  put  together 
a  discounted  portfolio  of  closed-end 
country  funds. 


MANAGEMENT/ CORPORATE  STRATEGIES 
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Whafs  Up,  Doc? 

By  Richard  C.  Morais 

Bill  Griggs  hoped  that  British  post- 
men would  buy  his  clunky  work 
boots.  But  now  Madonna  loves 
them  and  so  do  millions  of  well- 
heeled  teenagers  all  over  the  world. 


Williams  Cos.  45 

By  Christopher  Palmeri 

Williams  Cos.  has  sold  off  its 

thriving  communications  business 

and  is  reinvesting  the  cash 

in  natural  gas  pipelines. 

Nextel  Communications  47 

By  Gary  Samuels 

Nextel  disappointed  the  optimists, 

but  don't  write  this  company  off. 

The  Good  Guys  48 

By  Marc  Ballon 

In  a  cutthroat  business,  middling- 
size  Good  Guys  has  prospered 
with  a  broad  range  of  merchandise 
and  superior  service.  Will  the 
bigger  retailers  eat  its  lunch? 


Oxford  Health  Plans 

By  Suzanne  Oliver 

Only  1  Medicare  client  in  12 

belongs  to  an  HMO.  Why? 

Starting  Your  Own  Business: 
Gooseberry  Patch  8C 

By  Maria  Matzer 

Gooseberry  Patch's  owners  no  long 
er  run  their  business  from  a  kitchen 
table,  but  the  customers  still  think  ol 
them  as  a  couple  of  folksy  little  ladies 

Up  &  Comers: 

Esmor  Correctional  Services 

By  Michael  Schuman 

Jim  Slattery  has  played  host 

to  such  high-profile  guests 
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as  Leona  Helmsley  and  Ivan  Boesky,HeFi 


but,  no,  he's  not  a  hotel  man. 

Tambrands  Si 

By  Dyan  Machan 

Tambrands  invented  tampons,  but 
you  can  Ycoast  forever  on  a  single 
accomplishment.  Can  Ed  Fogarty 
get  this  profitable  but  stalled 
company  moving  again? 
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Faces  Behind  The  Figures  10< 

Lisa-Gaye  Shearing,  Page  Call;  Anil 
Gajwani,  two-way  paging  systems; 
John  Beletic,  PageMart. 
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"This  is  the  only  business 
in  which  people  take  home  a 
product  and  it  fails  to  work 
one-third  of  the  time." 
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The  combination  of  technology  and 
home  care  is  fast  becoming  a  happy 
alternative  to  nursing  homes  for 
those  who  are  mentally  sound. 
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"There  haven't  been 
discounts  like  this  since 
Saddam  Hussein  bombed 
the  market  back  in  1990." 
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Bringing  Back  The  Turnpikes       57 

By  Peter  Samuel 

A  lot  of  money  was  lost  building 
private  toll  roads  in  the  19th  century. 
There  is  every  reason  to  believe 
that  the  idea  will  fare  a  lot  better 
in  the  21st  century. 

Mary  Parker  Follett  75 

By  Dana  Wechsler  Linden 
You  probably  thought  that  modern 
management  theory  was  original 
stuff.  Actually,  most  of  its  tenets 
were  advocated  three-quarters  of  a 
century  ago  by  a  brilliant  woman — 
and  then  largely  ignored. 


COLUMNISTS 


SCIENCE  &  TECHNOLOGY 


94 


Fooling  The  Eye 

By  Suzanne  Oliver 

Remember  3-D  movies?  The  tech- 
nique has  been  revived  to  make  cer- 
tain kinds  of  surgery  easier  and  safer. 
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Like  golf,  improving  your  speech- 
making  is  hard  work  but  well  worth  it. 
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Tables  With  Dragonfly  Legs 

By  Christie  Brown 

The  art  nouveau  style  flourished 
briefly  at  the  start  of  this  century,  then 
faded.  As  the  century  ends,  its  sensu- 
ous beauty  is  strangely  appealing. 
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INTRODUCING 
THE  DIGITAL  CELEBRIS" 

You  bring  this  little  bundle  into  your 
life  one  day,  and  next  thing  you  know 
it's  outside  running  with  the  power 
users.  That's  how  adaptable  the  new 
Digital  Celebris  is.  Of  course,  it 
starts  out  with  a  ton  of  features, 
including  PCI  local  bus  and  64-bit 
graphics.  But  then,  you  can  customize 
Celebris's  memory  and  speed,  up 
to  a  90  MHz  Pentium™ processor. 
It  can  even  be  modified  in 
seconds  just  by  popping 
open  the  easy-access  enclo- 
sure to  switch  cards  or  add 
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memory.  No  tools,  no  disconnecting 
peripherals.  Plus,  the  entire  Celebris 
line  has  the  Digital  three-year  compre- 
hensive warranty.  Raising  a  kid  should 
be  so  easy.  Call  1-800-215-8739  for 
your  nearest  reseller.  Please  reference 
JGW  when  you  call,  8:30  am  -  8:00  pm 
ET,  Monday  through  Friday. 
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Happy  New  Year — sort  of 


Sorry  if  this  gets  your  year  off  to  a 
bad  start,  but  Sir  John  Marks  Temple- 
ton  thinks  the  U.S.  is  due  tor  a  bear 
market  fairly  soon.  That's  what  he  told 
our  Lawrence  Minard  last  month.  Or 
course,  opinions  on  the  stock  market 
are  a  dime  a  dozen  and  any  one  of  us 
could  produce  a  room  full  of  bulls  and  a 
room  full  of  bears  right  now.  But  one 
pays  careful  attention  when  John  Tem- 
pleton  makes  these  pronouncements. 
He  has  an  uncanny  way  of  being  right 
about  the  big  moves. 

"The  last  time  I  interviewed  Tem- 
pleton,  the  weather  in  Nassau  was  as 

dark  as  the  mood  on  Wall  Street,"  Minard  recalls.  "It  was  November 
1978.  We  were  in  the  grip  of  stagflation,  the  U.S.  dollar  was  held  in 
contempt  and  the  DJI,  at  800,  was  lower  than  it  had  been  a  decade 
earlier.  In  spite  of  all  this  gloom,  in  a  sense  because  of  it] 
Templeton  predicted  that  U.S.  stocks  could  treble  or  quadruple  in 
the  next  eight  years"  ( "Why  common  stocks  are  a  girl's  best  friend," 
Nov.  17,  1978). 

Unlikely  as  that  vision  seemed,  it  was  clear  and  true.  Last  month, 
16-plus  years  later,  Minard  revisited  Templeton.  But  while  Temple- 
ton  and  his  associates  are  not  currently  bullish  about  U.S.  markets 
they  haven't  abandoned  them  altogether.  And  they  see  plenty  ofl 
other  opportunities  for  investors.  "Maximum  pessimism"  begins  on] 
page  67  and  explains  the  principles  by  which  this  uncommon  man 
invests  his  own  and  other  people's  money. 
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Rebirth  of  an  old  idea 

On  reading  Peter  Samuel's  article  on  the  revival  of  toll  roads,  oua 
house  business  historian  Jason  Zweig  reminded  me  that  this  old  way 
of  paying  for  highways  went  out  of  favor  in  the  last  century  noij 
because  it  was  a  bad  idea,  but  because  technology  doomed  the  crude 
highways  investors  financed.  Often  paved  with  planks  against  thei 
threat  of  mud  and  hardly  conducive  to  the  comfort  of  man  and  beast/ 
they  were  an  improvement  over  cowpaths  but  not  much  else.  They; 
eventually  were  no  match  for  the  newfangled  railroads  in  moving) 
people  and  goods. 

Zweig:  "There  was  nothing  wrong  with  joint-stock  ownership,' 
but  who  wanted  to  bump  and  sway  in  a  cramped  carriage  or  om 
horseback  when  they  could  get  there  much  faster  in  much  more 
comfort  on  an  iron  horse?  But  it's  unlikely  that  today's  cars  and 
trucks  will  soon  be  replaced  by  some  radically  new  mode  of  transport! 
so  the  only  real  threat  the  new  toll  roads  face  is  the  hungry 
bureaucrat,  who  might  so  load  the  builders  and  owners  with  red  tape 
and  mandated  freebies  that  private  investors  will  walk  away  and  stick 
the  taxpayer  with  the  job  again."  "Bringing  back  the  turnpikes" 
starts  on  page  57. 
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If  you  transmit  data  around  the  world, 
look  to  the  world  leader. 


International  businesses  are  turning  to 
Sprint  Business.  And  with  good  reason.  We 
continue  to  develop  the  leading-edge  tech- 
nology that  meets  your  most  demanding 
global  data  communications  needs. 


PUBLIC    DATA    NETWORK 


Using  the  world's  largest  public  data  network, 
SprintNet*  your  company  can  work  closely 
with  offices  all  over  the  world. 


^RAME    RELAY    SERVICES 


Dissolve  time  and  distance  barriers  with 
the  pioneer  in  frame  relay  services.  It's  a 
cost-effective  way  to  instantly  transmit 
high  bandwidth  data  on  demand. 


VIDEOCONFERENCING 


Meet  face-to-face,  even  in  the  most  remote 
offices,  on  the  world's  largest  videoconfer- 
encing network.  And  take  advantage  of  our 
voice  services  to  more  than  290  countries 
and  locations. 


DO    MORE    GLOBAL    BUSINESS 


Gall  now,  1-800-319-GLOBE,  and  learn 
about  Sprint's  advanced  communications 
solutions  for  international  businesses.  Find 
out  how  we  can  help  your  business  do  more 
business  around  the  world. 


1-800-319-GLOBE 
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Investaphobia. 

The  fear  of  choosing  the  wrong 
fund,  of  losing  money.  How  to 
conquer  it? 

First,  choose  an  amount  of  money 
to  invest  that  doesn't  make  you 
nervous.  Start  small.  Invest  monthly. 
(At  Janus,  you  can  open  an  account 
for  as  little  as  $50  a  month.) 

Second, ignore  the  "Hot  Lists"  of 
this  month's  winners.  Mutual  funds 
are  long-term  investments.  Over 
the  last  5- and  10-year  periods, 
you'll  see  that  almost  all  of  them 
make  money. 

(Janus  Fund  has  produced  positive 
total  returns  for  its  investors  20 
of  the  last  24  years.) 


Call   1-800-525-8983  ext.  403 


for  information.    (It's  nothing  to 
be  afraid  of.   Just  simplified  fund 
descriptions,   an  application  and 
a  prospectus.) 

Investing  shouldn't  be  scary.  At 
Janus,   it  isn't. 


Call  for  a  prospectus  containing  more  complete  information,  including  expenses 
Please  read  it  carefully  before  you  invest  or  send  money.  A  plan  of  regular 
investing  does  not  assure  a  profit  or  protect  against  depreciation  in  a 
declining  market.  Past  performance  does  not  guarantee  future  results. 
Funds  distributed  by  Janus  Distributors.  Inc.  Member  NASD. 
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Boston:  Jean  Nicolas  Carter,  Mgr. 

Chicago:  William  J.  Powers  jr.,  Mgr.; 

James  W.  Wall 

Dallas:  Fred  H.  Wellington,  Mgr. 

Detroit:  David  Forgione,  Mgr.; 

Michael  A.  Woods 

Los  Angeles:  Eric  Rucker,  Mgr.; 

Jill  S.  Harris 

San  Francisco:  Candacc  J.  Alexander,  Mgr.; 

Washington,  D.C.:  Kelly  Emery,  Mgr. 

International:  James  W.  LaCirignola, 

Dir.,  Int'l.  Adv.,  Latin  America, 

Philippines,  Korea,  Thailand; 

Christian  M.  Frost 

Hong  Kong:  Jane  G.  Flowers,  Dir.,  Int'l. 

Adv.,  Southeast  Asia 

London:  Steven  Rau,  European  Mgr. 

Tokyo:  Hirowo  Itow,  Japan  Regional 

Adv.  Dir.;  Hiroyuki  Nakagawa, 

Japan  Adv.  Sales  Mgr. 

Market  Development:  Marisa  Marks, 

Carol  Nelson,  Frank  Dolcimascolo 
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Patricia  Deckelnick,  Adv.  Services  Manager; 
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Diane  Contonzo 

Joyce  McCracken,  Mgr.  Sales  Information 
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Turning  Japanese 

NOT  THAT  LONG  AGO  we  pointed 
out  how  Japan's  mighty  manufactur- 
ers were  facing  endless  frustration 
trying  to  carve  out  niches  in  the  U.S. 
personal  computer  market  (Jan.  20, 
1992).  That  frustration  is  now  rapidly 
dissipating. 

Last  year  Toshiba  overwhelmed 
all  comers  in  the  fastest-growing, 
highest-margin  market  segment — 
notebooks  and  subnotebooks.  As 
sales  of  these  mobile  computers 
grew  32%  in  the  first  nine  months  of 
1994,  Toshiba's  rose  156%,  to 
445,000  units,  according  to  Data- 
quest,  a  market  research  firm.  That 
gave  Toshiba  18%  of  the  market, 
by  far  the  leading  share.  NEC  Corp. 
and  Epson  made  similar  percentage 
gains. 

That's  just  the  beginning.  Data- 
quest  expects  mobile  computer  sales 
to  grow  26%  annually  through 
1998 — well  over  double  the  pace  for 
desktop  models. 

The  shift  plays  right  to  Japanese 
makers'  strengths,  since  they're  the 
main  suppliers  of  scarce  compo- 
nents like  color  displays,  which  are  in 
short  supply,  even  at  IBM. 

Top  Japanese  makers  also  have 
become  more  skillful  at  forging  alli- 
ances with  key  U.S.  firms.  Both  NEC 
and  Toshiba,  for  example,  use  Intel's 
Pentium  chip  in  their  notebooks. 
Even  the  chip's  well-publicized  trou- 
bles are  unlikely  to  affect  notebook 
sales. 


Sanford  Greenberg 
Swears  he's 
come  clean. 


Bucket  shop  reborn? 

"Your  article  was  a  catalyst  for 
[cleaning  up]  our  firm,"  Sanford 
Greenberg  said  recently  of  a  Forbes 
story  that  profiled  Chatfield  Dean  & 
Co.  (Mar.  30,  1992).  Chatfield  had 
taken  over  the  offices  of  notorious 
and  defunct  Stuart- James,  and  soon 
became  the  nation's  largest  penny 
stock  brokerage. 

Since  then  Chatfield  has  lost  half 
its  sales  force.  Regulators  have  hit  the< 
firm  and  Greenberg  with  over  $3 
million  in  fines  and  customer  rebates  •» 
for  excessive  markups  and  order- 
processing  delays  that  enabled  Chat- 
field to  skim  extra-thick  spreads  in 
1991  and  1992.  Greenberg  was  also  > 
suspended  for  six  months. 

Greenberg,  36,  insists  he  cooper- 
ated fully  in  the  settlement  and  gladly 
hired  former  sec  chairman  David 
Ruder  as  a  Baker  &  McKenzie  consul-l 
tant  to  clean  up  Chatfield. 

Sure  enough,  the  firm  has  largely 
stayed  out  of  trouble  since.  Ruder  sayv 
it's  been  reborn:  "Sandy  [Green- 


Shopping  at  a  computer  superstore 

The  shift  to  notebooks  from  desktops  is  playing  to  Japan's  strengths. 
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Handles  transparencies  and  cover  stock 


Directional  Size 
Magnification 


Mirror  Image 


Turns  business  reports  into 
communication  masterpieces 
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PERFORMANCE  ARTIST 


Ricoh  transforms  color  copying  into  an  art  form. 

Introducing  the  world's  most  efficiently  designed 
digital  color  copier -the  RICOH  NC5006.  Its  palette 
of  capabilities  will  astound 
you.  Like  the  world's 
fastest  first  copy -15 
seconds.  The  world's 


Free 
Video 


l  Ricoh  Corporation 


THE     NAME    TO     KNOW 


men 

1-800-63-RICOH 


smallest  toner  particles  -  for  the  highest  quality  color 
copies.  And  the  world's  first  Display  Editor  -  for 
unmatched  editing  creativity.  The  NC5006  is  truly  a 
masterpiece  of  technology. 

For  a  private  showing, 
call  1-800-63-RICOH  and 
we'll  send  you  a  free  video. 


Official  Copier  and  Fax 


AMERICAN    EXPRESS 


Announces 


Year  Old 
Company 


A  New  Name. 

On  January  1,  IDS  took  on  a  new  name: 
American  Express  Financial  Advisors.  People 
have  trusted  IDS  to  help  them  with  their  finan- 
cial futures  for  over  100  years.  And,  although 
their  name  has  changed,  they  continue  to  be 
the  country's  leading  financial  planning  company. 

AN  IMPRESSIVE  HISTORY. 

IDS  has  had  an  impressive  history  of  perfor- 
mance and  lasting  relationships  built  on  superior 
financial  planning,  trust  and  personal  service. 

American  Express  is  perhaps  the  world's  most 
recognized  financial  name.  The  American  Express 
brand  name  owes  its  success  to  building  lasting  and 
valued  relationships  with  over  36  million  individ- 
ual Cardmembers  and  over  3.8  million  merchants. 

Both  companies  share  a  deep  commitment  to 
relationships  and  values  in  how  they  serve  their 
clients,  particularly  over  time. 

A  GREAT  START 

IDS  became  part  of  American  Express  1 0  years 
ago.  And  its  renaming  now  puts  all  American 
Express  businesses  under  the  American  Express 
brand  umbrella. 

With  the  American  Express  name  and  its 
universal  awareness  and  reputation,  millions  of 
potential  clients  will  get  the  opportunity  to  see  just 
how  powerful  a  tool  financial  planning  can  be. 

SUCCESS  IS  NOTHING  NEW 
TO  OUR  CLIENTS. 

Why  is  financial  planning  such  a  powerful 
tool  when  it's  done  well?  Because  it  helps  increase 
the  probability  that  you  will  achieve  your  financial 
objectives.  The  facts  speak  for  themselves:  95%  of 


our  clients  stay  with  us  year  to  year.  And  9  out  of  1 0 
current  clients  say  they  would  recommend  their 
advisor. 

So  it's  not  surprising  that  we  have  one  of  the 
lowest  attrition  rates  in  mutual  fund  redemption. 
And  among  the  highest  retention  rates  for  insur- 
ance and  annuity  products. 

SUCCESS  STORY. 

We  have  more  graduates  of  the  College  of 
Financial  Planning  than  any  other  company.  So  our 
advisors  are  well  equipped  to  work  with  you. 

We  offer  a  wide  range  of  quality  investment 
products.  And  we  offer  unique  services  to  our 
investors.  Our  progress  reports,  for  example,  show 
individualized  returns  on  investments. 

Maybe  that's  why  we've  written  and  imple- 
mented more  financial  plans  than  any  other 
company. 

READY  FOR  SOME  NEW  ADVICE? 

We  may  have  a  new  name.  But  we  already 
manage  $  1 09  billion  in  assets  for  2  million  clients 
who  trust  us  with  their  money.  If  you  haven't  been 
recommended  to  American  Express  Financial 
Advisors  by  a  friend,  family  member  or  co-worker, 

call  i-800-get-advice. 


FINANCIAL 
ADVISORS 


A  NEW  100  YEAR  OLD  COMPANY 


©1995  American  Express  Financial  Advisors  Inc. 


NEW  FROM 


CAPITAL  RESEARCH 


"Hidden  Politics" 
by  Dr.  Thomas  J. 
DiLorenzo,  an 
inside  look  at  how 
America's  activist 
non-profit  organiza- 
tions seek  to 
expand  the  power 
of  government. 


CENTER 


"Information  to  break  a  peculiar 
philanthropic  pattern:  major  corporations 
giving  money  to  groups  whose  agendas 
are  the  antithesis  of  free  enterprise." 

Malcolm  S.  Forbes,  Jr. 
Editor-in-Chief,  Forbes  Magazine 

"Why  does  Corporate  America  invest  its 
charitable  resources  in  groups  that  want 
to  raise  taxes  and  increase  government 
spending  and  regulation?" 

Newt  Gingrich 

Speaker,  House  of  Representatives 


Patterns  of 

Corporate 

Philanthropy 

Public  Affairs 
Civiuu  ami 


"Patterns  of 
Corporate 
Philanthropy"  by 
Stuart  Nolan,  the 
8th  Annual  edition 
of  the  book  that 
analyzes  public 
affairs  giving  by 
corporate  America. 


For  a  copy  of  these  books  send  $5.00  for  "Hidden  Politics"  and  $25.00  for  "Patterns  of  Corporate  Philanthropy"  to: 
Capital  Research  Center  •  727  15th  Street  N.W.  •  Suite  800  •  Washington,  DC  20005 
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Investor's  Business  Daily 

FREE  FOR  2  WEEKS!! 

Just  call  the  toll-free  number  listed  below  and  you'll  receive 
2  weeks  (10  issues)  of  Investor's  Business  Daily  ABSOLUTELY 
FREE  ...  no  strings  attached.  Plus,  you'll  also  receive  a  FREE 
audio  tape,  "100  Ways  to  Improve  Your  Investment  Results." 

Investor's  Business  Daily  gives  you... 


Jnvcstor^Business  Daily 
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•  Smart  Stock  Tables 

>  Expanded  Bond  Tables 
'  Company  Earnings 

>  "Stocks  In  The  News" 
'  Mutual  Fund  Coverage 


800-453-5757 

24  hours  a  day,  7  days  a  week! 
Investors  Business  Daily 

12655  Beatrice  Street,  Los  Angeles,  CA  90066 

Subscribers  within  the  last  4  months  not  eligible. 
Offer  expires  12/95  and  good  only  in  the  U.S. 


FREE  WITH 
YOUR  ORDER! 


berg]  inherited  offices  and  brokers 
trained  in  exactly  the  kind  of  cor- 
rupt system  I  didn't  think  should  be 
in  business.  But  I  believe  this  firm 
is  now  poised  to  sell  money  man- 
agement, integrity  and  trust  to  its 
customers." 

Maybe.  With  investors  down  an 
average  53%  on  Chatfield's  last  five 
underwritings,  it's  not  suggested 
for  widows  and  orphans. 

Nothing  to  it? 

In  the  wake  of  the  derivatives 
nightmare  that  dragged  down  Or- 
ange County,  how  has  George  Hall 
(May  9,  1994)  fared?  Hall,  who  runs 
New  York's  Clinton  Group,  man- 
ages $600  million  of  mortgage- 
backed  securities.  He  picked  up  a 
bunch  of  them  for  a  song  last  spring,  j 
capitalizing  on  the  collapse  of  David 
Askin's  hedge  funds. 

The  answer:  Hall's  four  funds 


Clinton  Group's  George  Hall 

His  mortgage-backed  bets  paid  off. 

were  all  up  last  year — from  5.25%  foi 
Class  A  shares  to  a  stunning  41% 
over  the  ten  months  through  Novem 
ber  for  Class  B  shares  in  his  $25 
million  (assets)  Hudson  Trust.  The 
key  to  Hall's  success?  Fully  hedging 
his  positions  to  avoid  the  kind  of  di- 
rectional bets  on  interest  rates  that 
kayoed  others. 

Hall,  whose  computers  are  work- 
ing overtime  nowadays  to  identify 
new  bargains  in  mortgage -backeds, 
is  low-key  about  his  success:  "I 
don't  really  think  it's  as  difficult  as 
people  say." 

Let's  see  if  Hall's  confidence 
remains  unshaken  in  1995. 

-Kerry  A.  Dolai 
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ridescent  coral  kingdoms. 
Schools  of  tropical  fish.  Warm,  gentle 
currents.  The  idyllic  Thai  sea. 

It's  crystal  clear  why  divers  from 
around  the  world  celebrate  the  wonders 
of  Thailand's  underwater  worlds.  And 
after  surfacing,  there  are  the  pleasures  of 
pearl-white  beaches,  legendary  resorts 
and  the  most  hospitable  culture  to  dive 
into  and  explore. 

So,  please  join  us  as  we  celebrate  the 
Fiftieth  Anniversary  of  His  Majesty's 
Accession  to  the  Throne  throughout 
1995-1996. 
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For  a  FREE  brochure  on  Thailand's  many  treasures,  fill  in  and  mail  this  coupon  to:  Tourism  Authority  of  Thailand, 

303  East  Wacker  Drive,  Suite  400,  Chicago,  IL.  60601,  or  5  World  Trade  Center,  Suite  No.  3443,  New  York,  N.Y.  10048 

or  3440  Wilshire  Blvd.,  Suite  1100,  Los  Angeles,  CA  90010,  U.S.A 


Name: 


Address: 


USA/FOB/CND0195 
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Art  of  the  deal,  part  deux) 

Past  year  or  so,  Walt  Disney  boss 
Michael  Eisner  has  been  working  with 
journalist  Tony  Schwartz  on  a  book 
about  his  ten  years  running  Disney 
and  about  the  company's  future. 

Eisner  is  tempting  fate:  This  is  the 
same  Schwartz  who  cowrote  Donald 
Trump's  1987  The  Art  of  the  Deal, 
which  hit  the  stalls  before  Trump's  fat 
balloon  burst.  -Lisa  Gubernick 


Join  the  club 

Did  billionaire  Marvin  Davis  get 
snookered  in  the  derivatives  debacle? 
In  a  lawsuit  filed  in  Denver  against  a 
local  investment  firm,  Davis  claims 
the  firm  swindled  him  and  partner 
Gerald  Gray  out  of  over  $29  million. 

Davis  and  Gray  invested  $20  mil- 
lion and  $4  million,  respectively,  with 
Kessler  Ehrlich  Investments  Inc. 
between  October  1993  and  March 
1994.  The  lawsuit  contends  that 
Kessler  Ehrlich  told  the  investors  they 
could  earn  a  high  return  with  rela- 
tive safety  by  borrowing  short  term  to 
buy  longer-term  government- 
backed  securities,  thus  profiting  on 
the  fat  spread  that  then  existed  be- 
tween short-term  and  long-term 
money.  That  nice  little  gain  ended 
when  Alan  Greenspan  jacked  up 
short-term  interest  rates. 

The  suit  alleges  Kessler  Ehrlich 
promised  the  leveraged  position 
would  earn  Davis  and  Gray  better 
than  14%  on  their  investment  and  not 
expose  them  to  margin  calls.  But, 
says  the  suit,  they  did  indeed  get  hit 


Marvin  Davis 

Stung,  or  just  smarting? 
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with  a  margin  call  when  bond  prices 
sank,  $4.5  million  for  Davis  alone. 

"We  actually  are  very  surprised  he 
[Davis]  brought  the  action,"  says 
Kessler  Ehrlich  partner  Joel  Ehrlich, 
"because  he's  receiving  interest  every 
month  on  his  positions;  always  has. 
Double-digit  returns.  It's  a  buy-and- 
hold  strategy  that's  still  working." 

Guess  Marvin  just  can't  bear  to 
lose.  His  attorney  didn't  return 
Informer's  call.  -Seth  LUBOVE 

GM's  Christmas  cheer 

Good  news  from  gm's  production 
lines — for  a  change,  gm  has  been 
plagued  by  delays  launching  new 
models,  but  production  of  its  new 
four-door  utility  vehicle,  slated  to 
begin  Jan.  16,  is  ahead  of  schedule. 
The  first  rolled  from  gm's  Janesville, 
Wis.  plant  on  Dec.  12.  The  vehicles, 
called  the  Tahoe,  for  Chevrolet,  and 
the  Yukon,  for  GMC,  will  formally  go  on 
sale  in  March.  Price,  fully  equipped: 
around  $35,000.  -Jerry  Flint 

Corporate  flacks, 
listen  up 

Credit  Tampa- based  Teco  Energy, 
Inc.  with  some  very  smart  P.R.  On 
Dec.  12  an  ex-Teco  employee  filed  a 
confidential  sexual  harassment  com- 
plaint with  the  Equal  Employment 
Opportunity  Commission  charging 
Keith  Surgenor,  president  of  Teco's 
big  Tampa  Electric  subsidiary,  with 
having  made  unwanted  sexual  ad- 
vances toward  her. 

"We  were  advised  by  the  wom- 
an's attorney  [on  a  Monday]  that 
they'd  filed  the  charge  and  that  they 
intended  to  file  a  civil  suit  by  Thurs- 
day if  certain  settlement  conditions 
could  not  be  reached,"  says  Teco 
spokesman  Michael  Mahoney. 

In  short,  the  plaintiffs  lawyer  de- 
manded a  quiet  settlement  or  he'd 
embarrass  the  company  and  the  se- 
nior executive.  "We  decided  to  take 
our  case  to  the  public  immediate- 
ly," says  Mahoney.  On  Dec.  14 
Teco's  chairman  and  Surgenor  held 
a  press  conference  at  which  the  com- 
plaint was  announced  and  the 
charges  were  denied. 

Now  the  woman's  lawyer  is  com- 
plaining. The  nerve  of  the  people,  up- 
staging him  like  that.  -Matt  Walsh 
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Elvis  Presley 

Voice  from  beyond. 


Graceland  calling 

This  August  will  mark  the  18  th 
anniversary  of  Elvis  Presley's  death, 
but  though  the  King  is  long  gone, 
lots  of  people  still  want  to  talk  to  himj 

Southwestern  Bell  Telephone 
discovered  this  while  promoting  its 
new  "Calling  Name  Delivery"  ser- 
vice, which  lets  customers  see  the 
name  and  number  of  callers  on  a 
phone  display  unit.  Southwestern 
Bell  asked  people  whose  name 
they'd  most  like  to  see  on  their  dis- 
play unit.  Over  25%  of  the  respon- 
dents said  that  they  wanted  their  rela 
tives  or  loved  ones  to  call,  with 
Mom  the  clear  winner.  But  among 
the  celebrity  names  most  men- 
tioned, Elvis  came  in  second,  behinc 
actor  Tom  Cruise. 

-Michael  Noef 


Different  strokes . . . 

Conflicting  reports  from  the 
corporate  front  on  the  dress-down 
trend  in  menswear  (Dec.  5,  1994): 

At  Wal-Mart's  Bentonville,  Ark. 
headquarters,  employees  of  the  Sam'; 
Club  warehouse-club  division  are 
discouraged  from  wearing  neckties. 

But  at  Conoco's  Houston  home 
office,  Chief  Executive  Constantine 
Nicandros  is  holding  the  line  for  ties 
and  jackets.  Two  years  ago  he  fired  of 
a  memo  to  the  staff  there  reminding 
them  that  business  attire  is  required 
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pen  on  Fridays,  and  the  stern  edict 
I till  stands.  "This  is  a  worldwide 
headquarters,"  explains  spokesman 
Irhomas  DeCola.  "We  have  between 
liO  and  200  visitors  each  day,  and 
jve're  going  to  show  them  the  same 
lespect  they  show  us  in  adhering  to 
|msiness  etiquette." 

-R.  Lee  Sullivan 


Stock  a  la  carte 

HE  YEAR  1994  was  a  lousy  one  for 
186  million  (sales)  Pancho's  Mexican 
iuffet:  The  Fort  Worth-based  Mex- 
:an  restaurant  chain's  earnings 
lipped  a  penny  a  share,  to  47  cents, 
nd  investors,  expecting  growth,  not 
hrinkage,  dumped  its  Nasdaq  stock 
rom  12%  to  7. 

But  Pancho's  is  nothing  if  not 
esilient.  Posters  urging  patrons  to 
Own  a  Piece  of  Pancho's"  will  be 
ut  at  the  head  of  buffet  lines  in  each 
•f  its  72  locations  (all  in  the  South  - 


Pancho's  Mexican  Buffet 

ide  of  shares  with  your  taco? 


16, 


'est),  along  with  descriptive  bro- 
hures  and  reader-response  cards 
>r  those  who  want  financial  data. 

A  lot  of  business  people  eat 
inch  at  Pancho's,"  says  Chief  Execu- 
.   ve  Hollis  Taylor.  "This  is  a  good 
- ,-.-:  ^ay  to  get  more  retail  business." 
Regulars,  take  note:  Even  if  you 
on't  plan  to  buy  the  stock,  fill  out  a 
jjftij    ird  and  send  for  a  Pancho's  1994 
nnual  report.  It  includes  a  coupon 
ir  a  free  meal.  -R.L.S.  WM 
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Is  your  IRA  missing  out  on 
world-class  performance? 

T.  Rowe  Price  International  Stock  Fund  can  bring  your 
IRA  the  higher  long-term  return  potential  that  overseas 
holdings  offer.  The  Fund,  which  invests  in  a  broadly 
diversified  portfolio  of  stocks  of  established  foreign  com- 
panies, is  receiving  accolades  from  industry-watchers  of 
all  kinds  for  its  outstanding  performance.  For  the  10 
years  ended  9/30/94,  it  is  ranked  #1  out  of  15  funds  in 
the  Lipper  International  Equity  Fund  Category.*  Over 
this  period,  the  Fund  has  produced  an  impressive  average 
annual  total  return  of  18.6%.  In  addition,  for  the  fifth 
consecutive  year,  Forbes  has  placed  the  Fund  on  its 
Honor  Roll — the  only  international  mutual  fund  that  can 
claim  this  distinction.  Twenty  honorees  were  chosen  for 
the  current  ranking.  The  International  Stock  Fund's 
performance  from  3/31/84-6/30/94  was  considered.** 


Rated  #1 

Forbes 

18.6% 

by  Lipper 

Honor  Roll 

Average  Annual 

(10  years) 

(5  years  running) 

Total  Return 

( 10-year  period  as  of  9/30/94T ) 

Call  for  a  free  IRA  Planning  Kit.  Our  IRA  Planning  Kit 
and  Investment  Guide  can  help  you  develop  a  strategy  to 
make  the  most  of  your  IRA.  We'll  also  include  a  prospec- 
tus that  discusses  factors  to  consider  when  investing  your 
IRA  overseas,  including  currency  fluctuations  and  other 
special  risks.  As  with  any  stock  fund,  there  will  be  price 
fluctuation.  $1,000  minimum  initial  investment  for  IRAs. 
100%  no  load. 


Call  24  hours  for  a  free 
IRA  Planning  Kit  and  prospectus 

1-800-541-5853 


Invest  With  Confidence 

IRoweRlce 


'According  to  Lipper  Analytical  Services,  Inc.,  which  ranked  the  T.  Rowe  Price  International  Stock 
Fund#l  out  of  15,  #15  out  of  46,  and  #44  out  of  146  international  equity  funds  for  the  10-,  5-,  and 
1-year  periods  ended  9/30/94,  respectively.  "As  cited  in  Forbes  magazine  (Mutual  Funds 
issue)dated  August  29, 1994. T  16.2%  al,d  9.0%  are  tne  '"  and  5-year  average  annual  total 
returns,  respectively,  for  the  period  ended  9/30/94.  Total  return  represents  past  performance.  Past 
performance  cannot  guarantee  future  results.  Figures  include  changes  in  principal  value, 
reinvested  dividends,  and  capital  gain  distributions.  Investment  return  and  principal  value  will  vary 
and  shares  may  be  worth  more  or  less  at  redemption  than  at  original  purchase.  Request  a 
prospectus  with  more  complete  information,  including  management  fees  and  other  charges 
and  expenses.  Read  it  carefully  before  you  invest  or  send  money. 
T.  Rowe  Price  Investment  Services,  Inc.,  Distributor.  irao2s-ho 


ntHutna  dhi 


Clothes  make  the  man 

Sir:  Re  "Dressing  down'1  (Dec.  5, 
1994).  No  successful  businessman, 
regardless  of  his  waisdine,  would  be 
caught  dead  in  either  of  those  funny 
looking  outfits  on  your  cover. 
-Michael  Maxtone- Graham 
New  York,  NT. 

Sir:  Dress  like  a  bum  and  you  act  like  a 
bum.  Dress  like  a  gendeman  and  you 
act  like  a  gendeman.  Clothes  create  an 
impression  you  must  live  up  to. 
-Jack  Wood 
Charlotte,  N.C. 

Sir:  Generally  a  people's  behavior 
reflects  their  dress.  Is  it  any  wonder 
that  our  society  has  rampant  social 
problems  when  the  fashion  is  to  look 
as  bad  as  we  can?  Maybe  our  ances- 
tors had  it  right  when  they  made  litde 
or  no  effort  to  look  good  without 
clothes  but  looked  good  when 
dressed.  Now  we  do  the  opposite: 
we're  trying  to  look  good  without 
clothes,  then  shower  and  dress  our- 
selves like  we  want  to  be  street 
people. 

-William  B.  DePass  Jr. 
Columbia,  S.C. 

Guaranteed  right 

Sir:  Re  Dr.  Thomas  Sowell's  "Power 
plays"  (Dec.  19,  1994).  The  Four- 
teenth Amendment  protects  no  one 
against  discrimination  in  housing  and 
employment.  It  took  the  Civil  Rights 
Act  of  1964  to  end  discrimination  in 
housing  and  employment  for  many 
minorities. 
-Douglas  Holley 
Seattle,  Wash. 

Is  West  best? 

Sir:  I  was  quite  surprised  to  read 
your  spirited  defense  of  West  Pub- 
lishing's  control  over  the  citations  to 
opinions  by  federal  and  state  judges, 
and  the  fact  that  you  attributed  so 
much  of  the  efforts  to  change  this  to 
the  Taxpayer  Assets  Project,  which  I 
run  ("West  will  always  be  there," 
Nov.  21,  1994).  Three  states,  Louisi- 
ana, Colorado  and  Wisconsin,  have 
separately  taken  steps  to  develop 
public  domain  citation  systems  en- 
tirely on  their  own,  without  so  much 
as   a   postcard   from   us.    The   chief 
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drawback  of  the  West  monopoly  on 

judicial  citations  is  the  very  high  cost 

of  computer- assisted  legal  research. 

In  states  where  competition  among 

publishers  exists,  prices  have  fallen 

dramatically. 

-James  Love 

Director 

Taxpayer  Assets  Project 

Washington,  D.C. 

Long  live  the  King 

Sir:  Re  "Restoring  the  Romanovs" 
(Dec.  5,  1994).  Western  Europe  has  a 
long  and  deeply  rooted  tradition  of 
monarchy.  With  half  of  the  present 
European  Union  states  being  monar- 
chies and  strong  monarchist  move- 
ments in  the  Balkan  countries,  Po- 
land, Estonia,  Italy,  Portugal  and 
even  republican  France,  I  can't  see 
what  difficulty  they  would  have  in 


Czar  Nicholas  II  and  family 
Will  monarchy  spread? 


accepting  a  constitutional  monarchy 
in  Russia. 

As  for  the  U.S.,  it  seems  to  have  no 
problem  in  cooperating  with  its  G-7 
partners  that  are  monarchies — Japan, 
Canada  and  the  United  Kingdom — 
so  why  should  it  not  feel  equally  at 
ease  with  a  Russian  monarchy? 
-Donald  Foreman 
Secretary-General 
The  Monarchist  League 
London,  England 

Balking  on  the  Balkans 

Sir:  Re  Fact  &  Comment  (Dec.  19, 
1994).  What  the  Serbs  are  doing  to 
the  Bosnian  Muslims  is  indeed  horri- 
ble, but,  at  every  opportunity,  the 


Muslims  tend  to  respond  in  kind, 
unfortunately.  If  "leadership"  could 
have  solved  this  problem,  any  number 
of  real  world  leaders  would  have  en-i 
thusiastically  solved  it  long  ago,  and! 
taken  the  credit  for  doing  so.  The 
Serbian  determination,  the  Yugoslav 
geography,  the  weather  in  the  Bal- 
kans, and,  especially,  the  history  of  the 
region  all  add  up  to  "no  solution"  fori 
this  particular  "problem." 
-R.  Schuyler  Gooding 
Omaha,  Nebr. 

Timeout 

Sir:  Re  "Enjoying  Beijing"  (Dec.  19,' 
1994).  Giving  a  clock  as  a  gift  is  au 
cultural  faux  pas,  because  the  Chinese* 
word  for  clock  sounds  similar  to 
"end,"  as  in  The  End.  This  has  obvi- 
ous bad  connotations.  Stick  to  watch- 
es or  other  gifts. 
-Bob  Michaelson 
Seattle,  Wash. 

Seal  of  truth 

Sir:  Re  "Where  have  all  the  salmoni 
gone?"  (Nov.  21,  1994).  Those  who 
looked  after  salmon  fishing  had  a 
bounty  on  seals  of  $5  each.  When  iti 
was  no  longer  legal  to  shoot  seals  they 
increased  by  the  million.  One  evening 
in  a  heavy  fog  in  a  small  cove  [in  the 
Pacific  Northwest]  I  witnessed  hun-i 
dreds  of  salmon  and  sea-run  cutthroati 
trout  surrounded  by  seals  that  wiped 
them  out.  Of  course  dams  are  ona 
factor,  but  a  return  of  a  bounty  on* 
seals  would  bring  back  not  only  ouu 
lost  salmon  but  other  varieties  thai, 
have  been  wiped  out. 
-Robert  F.  Kaiser 
Quartzsite,  Ariz. 

Down  and  out 

Sir:  We  believe  it's  important  that  w» 
maintain  our  commitment  to  being  i 
good  corporate  citizen  ("Feeding  the 
hand  that  bites  you,"  Dec.  19,  1994) 
We're  proud  that  we've  been  able  tc 
continue  supporting  community  or- 
ganizations during  years  in  which  oui 
financial  performance  has  not  been  a.' 
strong  as  it  is  this  year  ( 1994). 
-Henry  H.  Holling 
Community  and  Corporate  Support 
Caterpillar  Inc. 
Peoria,  III. 
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We've  Built  Communications 
Systems  From  Scratch  For  Plenty  Of  Clients. 


lake  Australia,  For  Example. 


Even  we  were  impressed  when  Australia  selected  us  -  along  with  our  British  and  Australian  partners  - 
to  design  and  build  an  integrated  telecommunications  network  for  the  entire  continent. 

The  results?  A  network  unlike  any  other.  Satellite,  cellular,  local  and  long-distance  service  combined  to 

provide  millions  of  Australians  with  the  most  sophisticated 
communications  technology  in  the  world. 
Why  BellSouth? 

Partially,  it  was  our  experience.  As  a  leader  in  telecommunications,  we're  on  five  continents.  Sharing 
our  expertise  in  all  phases  of  communications  technology,  from  design  and  application  to  implementation  and 
management.  In  all  kinds  of  ventures  from  cellular  networks  to  total  communications  systems.  But  it  was  also  our 
ability  to  listen.  And  make  the  technobgy  meet  Australia's  needs. 

Some  people  think  we're  stiU  a  regional  company.  We  are.  It's  just  that  now  the  whole  world  is  our  region. 
For  more  information,  callyour  BellSouth  representative  or  1-800-726-BELL. 


©J 994  BellSouth  Corporation 
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Telecommunications       Information  Services        Mobile  Communications        Advertising  Servias  Everything  You  Expect  From  A  Leader"' 


Mention  retirement  and  what  springs  to  mind?  Fishing?  You  wish. 

try  working.  Today,  people  are  living  longer,  healthier  lives.  Which  is  wonderful, 

f*      provided  they  have  the  means  to  enjoy  it.  Which  brings  us  to  CIGNA. 

-As  one  of  the  nation's  leading  managers  of  401  (k)  and  pension  funds,  backed 

by  $34  billion  in  assets,  we  build  retirement  plans  that  work. 

So  our  customers  won't  have  to.  Call  1.800.997.6633. 


CIGNA  Retirement  & 
Investment  Services 

A  Business  of  Caring. 


HE  Mil 
Kmadet 
tody's 
wernme 

ionsol 
Mexico 
etivcdj 

ttj 

n 


With  all  thy  getting  get  understanding" 


Fact  and  Comment 


l$y  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


HOW  TO  ELIMINATE  (ALMOST)  THE  DEFICIT 


I'UT  this  country's  monetary  policy  back  on  a  gold 
pndard .  We  had  gold-based  systems  of  one  sort  or  another 
torn  the  time  of  George  Washington  to  the  1960s.  After 
lie  Civil  War,  the  federal  government  rarely  paid  more 
pan  4%  for  its  long-term  money.  The  same  low  rates 
Ipplied  to  sound  corporate  borrowers  here  and  to  sound 
lovernments  overseas.  Until  the  1960s  and  early  1970s, 
1'hen  we  effectively  undermined  what  was  then  called  the 
retton  Woods  international  monetary  system,  which  had 


gold  as  its  anchor,  a  typical  American  couple  could  get  a 
30-year,  fixed-rate  mortgage  for  a  house  at  41/4%. 

If  we  had  a  gold- based  monetary  system  today,  with  its 
attendant  far  lower  interest  rates,  we  would  save  well  over 
$100  billion  a  year  in  interest  charges  on  the  national 
debt.  Compounded  over  five  years,  that's  a  net  savings  of 
almost  $700  billion. 

Even  in  Washington,  that's  real  money.  Isn't  it  time  we 
overrode  economists'  irrational  phobia  against  gold? 


THEY  STILL  DON'T  GET  IT 


Imstead  of  saying  that  Bill  Clinton  is  getting  on  the 
lepublican  bandwagon,  the  GOP  should  hammer  home 
lie  fact  that  his  proposals  fall  short,  that  the  two  parties 
pe  not  yet  on  the  same  wavelength.  Republicans  should 

lphasize  that  the  purpose  of  tax 

its  is  to  stimulate  more  econom- 
growth  and  more,  better  jobs. 

xnding  cuts  are  secondary  to 

ro-growth  income  tax  cuts.  The 
[tter  must  not  be  made  hostage 
the  former.   Eventually,  we'll 

it  both.  But  priority  should  go  to 

ishing  tax  rates,  which  will  trig- 

;r  a  better  economy  faster  than 

ldget  reductions  will. 

Neither  the  proposals  of  Clinton 

)r  of  the  congressional  Demo- 
fats  will  do  much  for  the  middle  class  or  anyone  else.  Yes, 

1  will  be  helpful  to  cut  back  departments  such  as  Energy 


ing  individual  retirement  accounts,  to  increase  deductions 
taken  for  under- 13 -year-old  children  and  to  give  some  tax 
credits  for  college  tuition.  But  the  impact  on  the  economy 
will  be  almost  zilch.  People  would  be  much  better  off  if 
Washington  simply  mailed  them  a 
direct  rebate  check. 

What  the  Administration  does 
not  understand  is  what  makes  this 
economy  tick.  To  grow,  you  need 
entrepreneurs  and  investors  willing 
to  risk  capital.  High  tax  rates  punish 
those  who  want  to  get  ahead. 
They  put  a  high  price  on  earning 
more.  They  inhibit  savings.  They 
degrade  the  quality  of  life  by  forc- 
ing couples  to  work  full  time  when 
one  of  them  may  wish  to  spend 
more  time  with  the  kids.  High  capital  gains  taxes  hinder 
the  flow  of  money  from  old  investments  to  riskier  new 


id  Housing.  It  will  be  nice  to  liberalize  the  rules  govern-      ones.  Without  risk  money,  progress  is  thwarted. 

BLOODY  BAD  MOVES  IN  MEXICO 


IE  new  administration  of  President  Ernesto  Zedillo 

;  made  two  egregious  blunders  that  threaten  to  undo  the 

)untry's  hard-won  progress  of  recent  years.  Unless  the 

jvernment  changes  course,  Mexico  risks  descending  into 

leadly  spiral  of  inflation  and  violence — which  will  drive 

|illions  of  desperate  people  to  try  to  cross  our  borders. 

1  Mexico  is  once  again  partaking  of  that  seductive,  de- 

lctive  drug  of  currency  devaluation.  In  one  fell  swoop, 

|e  new  regime  destroyed  its  credibility  with  foreign  and 

>mestic  investors.  Devaluations  invariably  mean  higher 
Iterest  rates  and  higher  prices.  How  will  these  help  the 
lexican  economy? 


Mexico  fell  into  an  inflationary  spiral  of  ever-cheapen- 
ing money  in  the  1970s  and  paid  dearly  for  it  with  a 
catastrophic  decline  in  its  standard  of  living.  Another 
round  of  inflation  will  exacerbate  internal  political  ten- 
sions, undercutting  the  government's  popular  support. 

Apologists  claim  Mexico's  ballooning  deficit  necessi- 
tated this  action.  The  argument  is  bogus.  Developing 
countries  usually  run  trade  shortfalls  as  they  import  capi- 
tal equipment  and  other  economy-building  products. 
Japan  had  trade  deficits  in  the  1950s  and  early  1960s,  as 
did  South  Korea  in  the  1960s  and  1970s,  and  as  did  the 
U.S.  for  its  first  100  years.  Stagnant,  inflation-plagued 
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Mexico  often  had  trade  surpluses  during  the  1980s. 

The  Zedillo  administration  has  made  another,  equally 
bad,  economic  blunder,  which  has  won  no  headlines  at 
all:  It  has  put  oft" reforming  its  small-business-destroying 
capital  gains  tax  laws.  Unlike  shares  traded  on  the  Bolsa, 
the  sale  of  assets  of  nonlisted  businesses  are  subject  to  a 
stiff"  capital  gains  levy.  But  there  is  an  especially  devastat- 
ing provision  that  subjects  business  owners  to  a  punitive, 
additional  tax  assessment.  The  law  assumes  that  all  busi- 
nesses cheat  on  their  taxes.  Thus,  when  a  firm  is  sold,  tax 
collectors  are  allowed  to  impose,  without  any  proof,  a 
ferocious  penalty  for  past  evasion.  The  result  is  destruc- 
tively obvious.  Vibrant  businesses  are  often  stunted  be- 


cause thay  can't  raise  nonfamily  capital.  Small  entrepre- 
neurs are  reluctant  to  grow  their  firms  beyond  a  size  that 
can  be  managed  by  the  immediate  family. 

Economic  policymakers  recently  assured  us  that  the 
new  government  would  rapidly  scrap  this  provision,  par- 
ticularly since  it  raised  no  revenue.  But  inexplicably  the 
government  has  decided  it  will  postpone  lifting  this  huge 
albatross  off  the  backs  of  small  business  people,  who  are 
key  to  getting  the  economy  growing  again. 

Mexico  has  inexplicably  put  itself  in  a  flimsy  boat  in 
dangerous  rapids.  Its  emerging  middle  class  has  high 
expectations  and  will  not  passively  tolerate  this  govern- J 
ment's  inability  to  deliver  the  goods. 


FIRST-RATE  REPORTER 


The  work  of  ABC  TV's  John  Stossel  stands  out  in  a 
medium  that  too  often  panders  to  emotion  and  doesn't 
dig  beneath  the  surface.  His  segments  on  20/20  are 
noteworthy,  even  on  a  show  that  has  an 
unusually  large  share  of  good  ones. 

He  recently  conceived  and  anchored  a  first- 
rate  television  special  on  this  country's  grow- 
ing trend  of  blaming  everyone  else  for  our 
accidents  or  our  adverse  behavior.  Too  often 
TV  will  simply  let  the  aggrieved  parties  run  on , 
giving  the  impression  that  their  alleged  griev- 
ances are  meritorious.  Stossel  has  never  hesi- 
tated to  do  the  opposite.  On  20/20  he  effec- 
tively took  on  Rodney  King's  lawyers,  who 
were  bilking  the  government  with  outrageous 
fees.  One  of  these  attorneys  charged  taxpayers 


John  Stossel:  not  bound 
by  TV  convention. 


for  the  time  he  spent  giving  TV  interviews  about  the  case! 
Another  riveting  piece  of  Stossel's  dealt  with  a  child 

molester  who  wants  to  be  castrated.  The  molester  will 
soon  be  out  of  prison  and  says  forthrighdy 
that  his  urges  are  so  strong  that  he's  goingi 
to  commit  similar  crimes  again.  Stossel 
treated  this  volatile  subject  in  a  sober,  urn 
sensational  manner. 

Stossel  also  goes  against  TV's  grain  in  his 
appreciation  of  free  markets.  A  couple  oli 
years  ago  he  gave  a  talk,  impishly  noting  thali 
it  was  commercial  stations  that  often  camei 
up  with  the  best  consumer  reporting,  even  ili 
some  of  those  stories  cost  a  station  advertise 
ing,  while,  in  contrast,  public  television  wan 
notably  absent  in  this  area. 


STRONG  TALENT 

If  there  are  any  people  left  who  don't 
realize  that  Arnold  Schwarzenegger  is  a 
superb  actor,  they  ought  to  see  Junior. 
The  utter  improbability  of  the  muscular 
Schwarzenegger  playing  the  role  of  a 
sensitive,  pregnant  man  could  have  made 
both  Arnold  and  the  movie  laughing- 
stocks.  Instead,  the  film  is  an  absolute 
delight,  its  very  implausibility  immeasur- 
ably adding  to  the  fun. 

KILLING  FIELDS  OF  FRANCE 


Death's  Men — by  Denis  Winter  (Penguin  Books,  $12). 
Poignant  picture  of  the  British  soldiers  who  fought  in 
France  during  World  War  I.  The  author  read 
some  250  individual  memoirs  stored  at  Lon- 
don's Imperial  War  Museum  and  interviewed 
scores  of  survivors  (the  book  was  written  in  the 
1970s).  He  covers  interestingly  and  well  all 
aspects:  training,  trench  routine  and  "rest," 
weapons  (including  poison  gas),  wounds  re- 
ceived in  this  prearmored  vehicle  era  of  high 
explosives,  the  men's  emotions  before,  during 
and  (if  they  survived)  after  deadly  offensives, 
their  treatment  in  hospitals,  their  attitudes  to- 
ward the  enemy.  Never  before  had  there  been  a 
conflict  where  so  high  a  percentage  of  combatants  was 
killed  or  wounded  on  the  battlefield  or  where  soldiers  had 
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to  endure  battlefield  stress  for  so  long.  There  is  no  batho 
here.  Winter  doesn't  romanticize  these  individuals.  Hd 
critically  examines  fhe  social  backgrounds  tha 
the  "other  ranks"  were  drawn  from. 

World  War  I  began  and  shaped  the  2  Oft 
century.  The  war's  extraordinary,  unexpectet 
violence  made  possible  the  rise  of  Commu 
nism,  Fascism  and  Nazism  and  nearly  shatterei 
the  optimism  and  faith  of  the  Western  World! 
Excerpt:  This  full  arsenal  reflected  the  Wo  mo:- 
magnificent  centuries  of  social  development  I 
European  history.  No  other  continent  except 
North  America  could  have  supplied  and  jjad 
ered  so  many  men  at  such  a  distance  from  thex 
homes  in  so  confined  an  area.  No  other  continent  could  the 
have  killed  and  broken  so  many  in  so  many  ways. 
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WHO'S  CREATING  THE  FRESHEST  NEW  CONCEPTS 
IN  BUSINESS  DINING? 


It's  a  company  you  used  to  know  as  ARA. 

Now  we're  called  ARAMARK. 

We  made  our  name  as  the  world's  leading  food  service  company. 

Today,  we  serve  food  at  sporting  events,  conventions,  hospitals,  schools 
and  more  than  7000  companies  worldwide. 

We'll  continue  to  offer  more  new  and  exciting  dining  choices  -  from  our  own 
food  concepts  like  Allegro"'  Pasta  to  national  brands  like  Taco  Bell*. 

But  from  now  on,  ARAMARK  will  build  its  reputation  not  so  much  on  what  we  serve, 
but  how.  Much  the  same  as  your  company  will. 

We're  constantly  improving  our  front-line  training  and  management  systems. 

We're  putting  innovations  in  technology  to  work  -  so  we  can  customize  food  service 
that  satisfies  your  personnel  and  saves  your  company  money. 

And  what  we  can  do  for  you  in  food  service,  we  can  also  do  in  on-site  employee  child  care, 
uniforms,  cleaning  and  maintenance,  coffee  and  vending  and  our  other  managed  services. 

Call  1-800-ARAMARK.  We  can  help  your  company  accomplish  more  by  doing  less. 

Now  that's  a  concept. 


ARAMARK 


Managed  Services,  Managed  Better. 
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ARAMARK,™  Managed  Services  for  Business,  Education,  Healthcare,  Leisure  and  Government: 
hood.  Refreshments,  Uniforms,  Child  dare.  Medical  Services,  Facilities  Management,  Magazine  and  Hook  l>i 


Insight 


'Any  equity  analyst 
can  say  'buy'  or 
'sell',  but  smart 
investors  need  more. 
Recommendations 
alone  don't  spark 
ideas.  It's  the 
analysis  behind 
them  that  does." 


At  J.R  Morgan  Securities  Inc., 
when  we  analyze  a  company, 
we  go  far  beyond  a  chat 
with  the  CFO.  We  tear  apart 
balance  sheets.  Ferret  out 
hidden  risks  and  opportu- 
nities. Talk  with  employees, 
customers,  suppliers, 
distributors.  And  tie  the  facts 
into  a  long-term  indu 
perspective.  From  research 
worth  reading,  investors 
should  get  more  than 
our  ideas.  They  should 
get  insights  of  their  own. 
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J  P  Morgan 


Other  Comments 


Bully  Dulles 

Winston  Churchill  described  John 
Foster  Dulles  as  "the  only  bull  I  know 
who  carries  his  china  closet  with  him." 
-Richard  Nixon,  Leaders 

Perilous  Policy 

The  Zedillo  administration's  deci- 
sion to  devalue  the  peso  is  a  major  error. 
[The]  devaluation  [will  be]  followed  by 
a  rising  cost  of  labor  as  workers  realize 
their  wages  have  been  diminished  by  the 
amount  of  the  devaluation. Organized 
labor  correctly  rejected  the  govern- 
ment's appeal  to  support  the  devalua- 
tion and  demanded  wage  increases  to 
fully  offset  the  peso's  decline.  Because 
business  and  industry  must  now  pay  a 
higher  capital  cost  and  higher  import 
prices,  it  will  not  be  able  to  pay  higher 
wages,  too.  Mexican  industry  will 
downsize,  real  wages  will  fall,  unem- 
ployment will  increase,  and  so  will  emi- 
gration of  capital  and  labor  to  the  U.S. 
-Jude  Wanniski,  Polyconomics,  Inc. 

Get  a  Grip 

Any  fair  system  of  income  taxation 
should  be  based  on  the  principle  that 
similar  individuals  with  the  same  income 
should  pay  the  same  tax.  The  capital 
gains  tax  violates  the  fairness  principle 
because  the  primary  sources  of  capital 


gains  are  inflation  and  retained  earnings. 

Inflation  creates  an  artificial  gain  that 
doesn't  correspond  to  any  real  increase 
in  wealth.  Taxing  nominal  gain  is  like 
taxing  someone  on  the  money  that  he 
takes  out  of  his  bank  account.  It's  not 
real  income  and  shouldn't  be  taxed. 

The  second  major  source  of  capital 
gains  is  retained  earnings.  Since  rein- 
vested earnings  have  already  been 
taxed  at  the  company  level,  taxing  the 
capital  gain  that  results  from  retained 
earnings  is  double  taxation. 

The  new  Congress  should  waste  no 
time  in  improving  our  tax  system  and 
the  economy  by  starting  [the]  reform 
process  [of  capital  gains  taxes]. 
-Martin  Feldstein,  former  chair- 
man, Council  of  Economic 
Advisers,  Wall  Street  Journal 

'Snow  Wonder 

The  first  article  I  ever  published,  on 
a  small  printing  press  given  to  me  on  a 
snowy  Christmas  when  I  was  6  or  7, 
consisted  of  a  report  on  snow  depth  in 
inches,  and  was  distributed  to  neigh- 
bors. It  read,  in  its  entirety:  "The  snow 
15."  Snow  seems  to  come  into  my  life 
in  the  form  of  memorable  coinci- 
dences. The  Horatian  ode  "Diffup/ere 
nives .  .  . ,"  about  the  melting  of  snow, 
was  the  first  piece  of  Latin  verse  I  ever 
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'From  now  on,  let's  just  call  it  orange  juice." 


translated  on  my  own,  an  achievement 
that  occurred  at  roughly  the  same  time 
as  my  first  reading  of  James  Joyce's 
short  story  "The  Dead,"  whose  most 
famous  words,  in  the  haunting  conclu- 
sion, are  "snow  was  general  all  over 
Ireland."  Snow  makes  me  feel  snug  as 
a  vole.  There  were  ten  major  snow- 
storms in  my  region  of  New  England 
last  winter,  and  I  contentedly  wrote  a 
check  to  the  snowplow  man  each  time. 
-Cullen  Murphy, 
Atlantic  Monthly 


It's  foolish  to  brag  about  the 
amount  of  assets  you  have, 
because  that  means  you  have 
nothing  else  to  brag  about. 

-Kim  Woo-Choong,  chairman, 
Daewoo  Group,  It's  a  Big  World 
and  There's  Lots  to  Be  Done 


Looking  Death  in  the  Eye: 

Men  waited  uncomfortably  for  tho 
dawn.  Most  old  soldiers  considerec 
'going  over  the  top'  the  greatest  test : 
man  would  face  in  his  life.  At  ten  min 
utes  to  zero  the  rum  issue  might  be 
brought  round — a  small  coffee-cup  ful 
of  overproofed,  treacly  forgetfulness! 
then  the  men  would  be  ordered  to  fci 
bayonets.  'Not  a  word  spoken.  Thn 
officer  has  the  whistle  in  his  mouth  ana 
keeps  his  eyes  fixed  on  the  synchronizer 
watch.  All  eyes  are  on  him.'  The  shrill 
of  a  whistle  or  the  drop  of  a  cap  and  th 
men  went  over  the  top.  Now  the  whol« 
body  was  exposed  to  machineguns  set 
to  sweep  along  the  brim  of  the  trench 
-Denis  Winter,  Death's  Men 
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Truth  in  Advertising 

As  A  riposte  to  the  Kyoto  girl  wean 
ing  a  sweatshirt  with  the  legend  " 
visited  Australia  and  liked  it  so  muc. 
I  bought  it,"  [here  is  an]  ad  spotte' 
in  the  [Asian]  Wall  Street  Journal: 

Wanted — Japanese     buyer     fc 
highly  overpriced  Northern  Ohi 
Mobil  Home  Park.  Currently  value 
$1.6  MM,  asking  S2.3MM  firm. 
-Derek  Davies, 
Far  Eastern  Economic  Review     ■ 

Forbes  ■  January  16,  199 
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For  a  free  product  brochure  call  1-800-950-2438.  'Dependability  based  on  longevity:  1984  1993  full-line  truck  company  registrations.  Excludes  other  GM  divisions. 
The  Chevrolet  Emblem  and  Suburban  are  registered  trademarks  and  Chevy  is  a  trademark  of  the  CM  Corp.  ©  1994  CM  Corp.  All  Rights  Reserved.  Buckle  up,  America! 


^.iiiWW 


m 


H 

tor 
iidct 

m 
sm 

.eh: 


dto 
rone 


00 


- 


WL 

.  I  DAY 

j^/^ 

v*    ^l^/UHfi^^    f 

_    '-.^^B        BT 

H^               wjj 

■ 

We've  Taken  This  Concept 
And  Put  It  On  Wheels. 


i  Imagine  taking  your  favorite  room  wherever  you  go.  Introducing  the  ait-new  interior  in  the 
Chevy  Suburban  LT.  With  the  comfort  of  an  easy  chair  and  a  style  befitting  the  most  dis- 
criminating driver,  this  new  Suburban  surrounds  you  and  seven  friends  in  luxury.  Leather 
seats  await  you.  Dual  climate  controls  are  a  fingertip  away.  You'll  find  a  place  for  practically 
every  drink,  a  convenient  work  space,  4-wheel  ABS  and  drivers-side  air  bag.  With  features 


like  these,  the  1995  Chevy  Suburban  LT  is  here  to  stay.  Chevy 


Chevy  Suburban 
Trucks  are  the  most  dependable,      [\^  A  ROCK 


longest-lasting  trucks  on  the  road.' 


IT'S  5:00 


ON  A   FRIDAY. 
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O  Relax.  If  you're  CareLine,  Inc.,  you  know  where  all  your  ambulances  are.  At  every  moment.  Right  down  to 
the  nearest  intersection.  Thanks  to  a  revolutionary  new  tracking  system  made  possible  by  a  distributed  computing 
solution  using  Microsoft*  products.  O  CareLine  is  a  top  provider  of  emergency  medical  services  in  the  U.S. 
They  needed  an  efficient,  cost-effective  way  to  respond  to  a  growing  number  of  emergency  calls.  The  solution? 
O  A  computer-aided  91 1  dispatch  system,  built  by  American TriTech,  a  Microsoft  Solution  Provider.  On  a  foundation 
of  Microsoft  products,  including  Windows  NT™  Server,  part  of  the  Microsoft  BackOffice  family.  Q  The  new  system 
enables  CareLine  dispatchers  to  pinpoint  ambulances  by  satellite.  So  the  right  vehicle  goes  to  the  right  place  in 
the  shortest  amount  of  time.  Lives  are  saved.  Along  with  money.  Q  Walter  Arndt  is  Senior  V.R/C.I.O.  at  CareLine: 
"We've  shortened  response  times  while  cutting  costs,  and  our  people  are  working  more  efficiently  on  a  system 
that's  incredibly  easy  to  use.  With  lower  hardware  costs  and  shorter  training  time,  this  system  is  25  percent  less 
expensive  to  purchase  and  maintain  than  other  computer-aided  dispatch  systems  on  the  market."  Q  To  get  more 
information  on  how  Microsoft  can  help  you  gain  business  advantage  using  computers,  call  (800)437-3  1 1  9,  Dept.  E4H. 


LANCE 

is? 


Microsoft 


WHERE    DO    YOU    WANT   TO    CO   TODAY?™ 


I©  1994  Microsoft  Corporation.  All  rights  reserved  Microsoft.  Where  do  you  *om  to  go  today?,  and  Windows  NT  are  erther  registered  trademarks  or  trademarks  of  Microsoft  Corporation  in  the  United  States  and/or  other  countries. 


"The  Fax  With  The  Lowest  Cost-Per-Copy 
Is  One  Player  You  Can't  Do  Without." 


Bill  Walsh,  Championship  Coach 


To  win,  you've  got  to  have  the  right  playv: 
In  business,  that  means  having  a  Sharp  "amIrka'S 
fax  machine.  Sharp's  been  #1  in  fax  for 
7  straight  years  with  products  like  the    # 
FO-5400T,  the  plain  paper  laser  fax  with  fu  choki 
the  lowest  cost-per-copy.  iJNGjw. 

The  FO-540OT  produces  crisp,  dear,  400  dots-per- 
inch  laser  output.  So  you  spend  less  time  deciphering 
:c<es '-,":  ~:-t  :  "~  :.-/< ':  -'-;  '.: ';  7.',-:::. 
toner  cartridge  can  last  years,  not 
months.  The  result,,  increased  produc-  ^^.^^  * 
tivity  and  lower  operating  costs. 

See  how  the  right  Sharp  fax  can  "r^^  / 
be  your  key  player.  Call  for  afroe  <  ■  **g 
copy  of  Sharp's  new  Wir  ri  ".  Game  V*_^ 
Plan  Video.  Or  fax  1-80O-3-SHARP-: 


VJf 


YOU  NEED  A  WINNING  GAME  PLAN. 
CALL  1-800-BE-SHARP 
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COPIERS  *  FACSIMILE  •  LASERWRITERS  •  NOTEBOOK  COMPUTERS  •  COLOR  ! 


COME  SHARP  PRODUCTS 


■  ■:•  ;    '.y-.'V-.-  v  ■  Mode  Shoiyn: FO-540C 


Commentary 

Ion  events  at  home  and  abroad 


|By  Caspar  W.  Weinberger,  Chairman 


TAIWAN— A  WARM  AND  POWERFUL  FRIEND 


■Taiwan's  self-esteem  rose  substantially  in  December. 
|This  island  nation  with  one  of  the  world's  strongest 
economies  (developed  over  some  40  years)  moved,  sym- 
bolically at  least,  closer  to  the  legitimacy  and  recognition 
|its  accomplishments  clearly  deserve. 

Taiwan's  local  elections  were  globally  acclaimed  as  a  tri- 
Limph  for  democracy,  defying  ignorant  critics  who  claim 
iTaiwan  is  run  by  a  small  clique  of  the  Kuomintang — or 
[Nationalist  Party — that  has  ruled  since  the  founding  of  the 
■Republic.  The  Nationalists  lost  one  major  mayoralty  and 
pome  of  their  strength  in  the  provincial  assembly,  but  they 
retained  the  governorship  of  Taiwan 
by  a  wide  margin.  "There  was  some- 
thing for  everyone,"  one  high  official 
paid.  Best  of  all  was  the  75%  turnout  of 
Loters — which  puts  most  of  the  demo- 
cratic West  to  shame. 

Even  more  pleasing  to  Taiwan  than 
the  election  results  was  the  presence 
)f  both  the  U.S.  Transportation  Sec- 
retary, Federico  Pena — the  first  Amer- 
ican Cabinet  member  allowed  to  visit 
Taiwan  in  two  years — and  former 
"•resident  George  Bush  (much  revered 
|n  Taiwan)  at  the  joint  USA-ROC  and  ROC-USA  Eco- 
lomic  Councils  meeting.  (Full  disclosure  requires  me  to 
heport  that  until  the  completion  of  my  term  on  Dec.  31, 
was  the  chairman  of  the  USA-ROC  Council.) 

Secretary  Pena  made  an  excellent  impression,  talking 
frankly  of  Taiwan's  amazing  economic  achievements  and 
)f  the  importance  of  a  closer  relationship,  which  could  be 
greatly  helped  by  increased  trade  between  our  two  nations. 

President  Bush  touched  on  many  of  the  same  themes  in 

widely  praised  speech.  Most  Americans  know  that  Taiwan 

Is  one  of  Asia's  "Four  Tigers,"  but  few  are  aware  of  the 

[pcctacular  statistics  behind  this  country's  achievements. 

Taiwan  has  some  S92  billion  in  foreign  exchange  reserves — 

[ccond  only  to  Japan.  Taiwan  now  has  the  world's  20th- 

irgest  gross  domestic  product,  is  the  world's  13th-largest 

[fading  economy  and  the  12th-largest  exporter.  It  is  the 

J.S.'  6th-largest  trading  partner,  after  Germany  and  Great 

Jritain — and  ahead  of  France  and  South  Korea.  And  Taiwan 

the  2nd-largest  market  for  the  U.S.  in  Asia,  after  Japan. 
Taiwan's  per  capita  GDP  is  about  SI 2,000,  compared  with 
everal  hundred  dollars  per  capita  on  mainland  China. 


Pena  and  Lee  meet  in  Taipei. 


President  Bush  and  Secretary  Pena  met  with  Taiwan's 
President  Lee  Teng-Hui  and  found,  as  I  always  have,  a 
warm,  kind,  extremely  able  and  strong  leader. 

Taiwan  is  in  the  midst  of  an  ambitious  program  to  rebuild 
and  modernize  its  infrastructure:  its  major  roads,  ports,  com- 
munications and  information  systems,  and  to  improve  its 
environmental  conditions.  America  needs  many  of  the  con- 
tracts being  awarded  to  carry  out  this  large  scheme.  But, 
despite  Taiwan's  strong  friendship  with  America  and  its  nat- 
ural desire  to  deal  with  U.S.  contractors,  we  make  it  very  dif- 
ficult for  Taiwan  to  do  so  because  of  the  intimidation  of  our 
State  Department  by  mainland  China. 
The  fact  that  Secretary  Pena  was 
granted  permission  to  visit  Taiwan 
only  after  urgent  pleas  to  President 
Clinton  and  a  fierce  struggle  within 
the  Administration  shows  that  U.S. 
policy  toward  Taiwan  is  still  based  on 
fear  of  offending  China,  rather  than 
on  our  own  national  interests.  But 
credit  must  be  given  to  Mr.  Clinton 
for  finally  allowing  the  first  Cabinet- 
level  visit  in  two  years.  France,  Britain, 
Germany  and  many  of  our  competi- 
tors have  no  such  qualms,  as  the  30  or  more  such  visits  by 
their  cabinet-level  officials  testify. 

The  many  failures  of  French  contractors  in  trying  to  build 
Taipei's  new  subway  system  will  strengthen  the  U.S.'  hand 
as  our  companies  bid  for  other  major  Republic  of  China 
contracts.  Indeed,  many  believe  that  the  French  failures,  cost 
overruns  and  delays  in  subway  construction  are  among  the 
main  reasons  the  Nationalist  candidate  for  mayor  of  Taipei 
was  recently  defeated.  It  was  reminiscent  of  the  year  the 
mayor  of  Chicago  was  defeated  because  the  mess  left  by  a 
major  blizzard  was  not  cleaned  up  efficiently  and  quickly. 

But  Secretary  Peha's  successful  visit  and  that  two  years  ago 
by  Carla  Hills,  U.S.  Trade  Representative,  are  not  enough. 
We  must  at  least  allow  Taiwan's  President  Lee  and  other  high 
officials  to  visit  the  U.S.  President  Lee  cannot  even  come  to 
Cornell  University,  his  alma  mater,  to  receive  an  honorary 
degree  under  our  feeble  approach  to  Taiwan  relations. 

What  we  must  do  is  spelled  out  in  a  resolution  by  Sen- 
ator Frank  Murkowski  (R-Alaska),  who  also  made  a  well- 
received  speech  in  Taiwan  in  December.  The  sooner  the 
new  Congress  moves  in  this  direction,  the  better.         h 
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VANGUARD 


DIVERSIFY  YOUR  RETIREMENT 
ASSETS  WITH  VANGUARD 


A  time-tested  way  to  keep  your  retire- 
ment plan  on  course  is  to  diversify  your 
assets  among  equities,  fixed  income  securi- 
ties, and  cash  reserves.  Spreading  your 
investmentamongthese  basic  asset  classes 
can  help  cushion  your  hard-earned  dollars 
against  the  ups  and  downs  of  the  financial 
markets. 

To  achieve  broad  diversification, 
Vanguard  offers  you  more  than  50  invest- 
ment opportunities.  So  whether  you're  an 
aggressive,  moderate,  or  conservative 
investor,  you  can  tailor  a  program  to  your 
financial  objectives. 

Among  your  choices  are  a  wide  range  of 
stock  funds;  portfolios  that  invest  in  corporate 
or  government  bonds;  index  funds;  those  that 
offer  a  balance  of  equity  and  fixed  income     - 
investments;  and  money  market  funds. 

Or  you  may  want  to  consider  a  fund  cre- 
ated specifically  to  simplify  IRA  investing. 
Vanguard  LIFEStrategy  Funds'  four  Port- 
folios invest  in  a  diversified  set  of  Vanguard 
Funds  to  achieve  the  desired  asset  alloca- 
tion of  stocks,  bonds,  and  cash  reserves. 

Pay  No  IRA  Fees 

You  pay  no  annual  custodial  fees  if  you 
maintain  a  minimum  balance  of  $5,000  in 
your  Vanguard  IRA  account.  If  your  com- 
bined IRA  assets  at  Vanguard  total  $50,000 
or  more,  all  of  your  IRA  accounts  are  free 
from  custodial  fees,  regardless  of  individual 
balances.  And  you  will  have  the  advantage 
of  Vanguard  s  exceptionally  low  operating 
costs,  which  means  more  of  your  money 
works  for  you.  There  are  no  sales  commis- 
sions to  reduce  your  investment  or  12b-l 
fees  to  erode  your  earnings. 

Open  a  Vanguard  IRA  for  as  little  as  $500. 

©Vanguard  Marketing  Corp.,  Distributor 


Vanguard  IRA  Choices 


Aggressive  Growth  Funds 

Vanguard  Explorer  Fund 
Vanguard  Specialized 
Portfolios 

Growth  Funds 

Vanguard  International 

Equity  Index  Fund 
Vanguard  International 

Growth  Portfolio 
Vanguard/Morgan  Growth 

Fund 
Vanguard/PRIMECAPFund 
Vanguard  U.S.  Growth 

Portfolio 

Growth  and  Income  Funds 

Vanguard  Convertible 

Securities  Fund 
Vanguard  Equity  Income 

Fund 
Vanguard  IndexTrust 
Vanguard  Quantitative 

Portfolios 


Vanguard/Trustees'  Equity 

Fund 
Vanguard/ Windsor  II 

Balanced  Funds 

Vanguard  Asset  Allocation 

Fund 
Vanguard  Balanced  Index  Fund 
Vanguard  LIFEStrategy  Funds 
Vanguard  STAR  Fund 
Vanguard/Wellington  Fund 

Income  Funds 

Vanguard  Admiral  Funds 
Vanguard  Bond  Index  Fund 
Vanguard  Fixed  Income 

Securities  Fund 
Vanguard  Preferred  Stock 

Fund 
Vanguard/  Wellesley 

Income  Fund 

Money  Market  Fund 

Vanguard  Money 
Market  Reserves 


Will  Your  Retirement  Plan  Be  Ready 
When  You  Are? 

The  Vanguard  Retirement 
Planner,  an  interactive  soft- 
ware package,  can  show  you 
what  you  need  to  do  to  build 
a  comfortable,  secure 
retirement.  The  price  is 
just  $15,  plus  $2.50  for 
shipping  and  handling.  For  a 
description  of  the  software 
or  to  order,  call  toll-free,     » 
1-800-933-1970.      . 


For  Your  Free  Vanguard 

IRA  Information  Kit,  Including 

"Facts  On  Funds  For  Your  Retirement," 

Call  1-800-643-3556 

The  Kit  contains  a  Vanguard  LIFEStrategy  Funds  prospectus 
with  complete  information  on  advisory  fees,  distribution 
charges  and  other  expenses.  Please  read  it  carefully  before  you 
invest  or  send  money. 
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lie  only 
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The  agenda  for  labor  law  reform 


During  the  DECADES  that  the  Democrats 
controlled  Congress,  corporate  America  didn't 
push  very  hard  to  reform  labor  law.  The  bosses 
never  knew  what  they  might  get. 

But  now  the  Republicans  are  in  charge,  and 
business  is  developing  an  agenda  for  labor  law 
reform.  Most  of  the  proposals  aim  at  making 
the  workplace  more  flexible,  and  hence  more 
productive.  Top  priority  for  big  business:  le- 
galization of  employee/management  produc- 
tivity and  quality  committees. 

The  problem:  A  recent  national  survey  indi- 
cates that  a  quarter  of  these  committees  some- 
times discuss  pay  and  benefits.  That's  usually 
illegal.  The  National  Labor  Relations  Board, 
backed  by  court  decisions,  has  held  that  dis- 
cussions of  pay  and  other  working  conditions 
can  turn  the  committees  into  illegal  company- 
dominated  labor  organizations. 

"Employee  involvement  is  a  key  competi- 
tive weapon.  We  want  to  eliminate  the  legal 
cloud,"  says  TRW  Executive  Vice  President 
Howard  Knicely,  who  is  chairman  of  the  Labor 
Policy  Association,  a  big-business  group. 

The  unions  will  fight  attempts  to  spread  work- 
er/boss committees,  but  the  employers  will 
probably  win.  Senator  Nancy  Kassebaum  (R- 
Kans.)  tried  in  the  last  Congress  to  make  these 
committees  legal,  so  long  as  they  stay  away  from 


collective  bargaining.  Now  Kassebaum  is  chair- 
man of  the  Senate  Labor  &  Human  Resources 
Committee  and  will  have  much  more  clout. 
Backing  the  change  in  the  House  will  be  Represen- 
tative William  Goodling  (R-Pa.),  the  new  chair- 
man of  the  House  Economic  &  Educational  Op- 
portunities Committee  (formerly  the  Education 
&  Labor  Committee). 

The  rest  of  the  bosses'  labor  agenda  is  laid 
out  in  a  new  book,  Keeping  America  Competi- 
tive, from  the  Employment  Policy  Founda- 
tion. On  the  program: 

■  Reform  of  the  Fair  Labor  Standards  Act  to 
allow  more  flexible  scheduling  and  easier  use  of 
performance  bonuses,  and  to  clarify  who  is 
exempt  from  overtime  rules. 

■  Repeal  the  1936  Davis-Bacon  Act,  which 
requires  government  contractors  to  pay  union 
wages,  driving  up  government  costs. 

■  Reining  in  the  Occupational  Safety  & 
Health  Administration,  especially  its  red  tape 
requirements.  (This  is  also  part  of  the  Republi- 
cans' Contract  With  America's  attack  on  exces- 
sive government  regulation.) 

■  Looking  for  ways — such  as  mediation  or 
arbitration — to  speed  resolution  of  employee 
discrimination  suits,  which  are  backing  up  at 
the  U.S.  Equal  Employment  Opportunity 
Commission  (Forbes,  Nov.  21,  1994). 


An  agency  out  of  step  with  the  times 


Apart  from  the  Republican  majority  in 
Congress,  the  country's  trade  unionists  face 
widespread  apathy  by  workers  toward  unions. 
Union  membership  continues  to  decline.  Only 
11.2%  of  private  sector  workers  belonged  to 
unions  in  1993.  That's  down  from  16.8%  in 
1983.  Only  among  the  18.6  million  public 
sector  workers  has  organized  labor  gained  a 
little.  Led  by  the  National  Education  Associa- 
tion teachers  union  (membership:  2.2  million), 
in  1993  public  employee  union  membership 
was  37.7%,  up  from  36.7%  in  1983  (see  chart). 
The  chart  also  shows  that  the  number  of  big 


Militancy  is  out  of  fashion 


Union  membership  (percent) 
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strikes  continues  its  secular  decline,  despite  a 
small  uptick  in  1994. 

While  President  Clinton  scrambles  to  move 
toward  the  center,  his  Labor  Secretary,  Robert 
Reich,  remains  an  aggressive  proponent  of  a 
trade  unionism  whose  day  seems  to  have  passed. 
A  new  national  survey,  conducted  by  Prince- 
ton Survey  Research  Associates,  shows  that 
workers  would  rather  cooperate  with  their 
bosses  than  confront  them — although  they  also 
say  they'd  like  more  influence  at  work.  Some 
63%  of  workers  said  that  employee/manage- 
ment committees  are  the  most  effective  way  to 
increase  their  influence  on  the  job.  Just  21% 
thought  unions  were  the  best  way,  and  a  mere 
15%  looked  to  new  laws.  But  half  of  workers  at 
nonunion  companies  would  prefer  to  elect 
their  committee  representatives. 

Representative  Goodling  sums  up  the  new 
mood  this  way:  "The  day  of  confrontation  has 
to  go  by  the  boards.  We  have  to  have  labor  and 
management  working  very  closely  together.  If 
they  don't,  we're  not  going  to  succeed,  and 
then,  of  course,  our  standard  of  living  goes 
down  the  tube,  and  so  do  our  jobs." 

-Janet  Novack   m 
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The  Forbes  Index  (1967=100) 
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Edward  Yardeni,  chief  economist  at  CJ  Lawrence  Deutsch 
Hank  Securities,  thinks  the  Federal  Reserve  should  worry 
more  about  disinflation  than  inflation.  Yardeni  points  to 
three  powerful  disinflationary  forces  working  in  the  econ- 
omy. First,  the  Republican-dominated  Congress  is  likely 
to  reduce  the  regulatory  costs  of  doing  business.  The 
second  force  is  free  trade:  GATT  and  Nafta  will  increase 
competition  and  help  drive  down  prices.  Finally,  the  next 
generation  of  computerization  will  enable  businesses  to 
increase  productivity  and  lower  costs. 


Other  key  rates 

Prime  rate 

Auto  sales  year  to  date  vs  1 993' 

Index  of  leading  indicators  Oct  vs  Sept 

Trade  balance2 12  months  ended  Oct  1994 

All-commodity  producer  price  index3  Nov  vs  Oct 

GDP  3rd  quarter  vs.  2nd— annualized  growth 

M24  (3-month  change) — annualized  growth 


Source 

Chase  Manhattan  Bank 
Ward's  Automotive 
Dept  of  Commerce 
Dept  of  Commerce 
Dept  of  Labor 
Dept  of  Commerce 
Federal  Reserve 


Status 

8.5%  \ 
7.6%  | 

-0.1%  ' 

-$103  bit' 

0.5%  j 

4.0%  i 

-0.5% 


1  U.S. -based  manufacturers,  excludes  imports,  as  of  1 1/30/94. 2Total  goods  and  services.  ^Wholesale  goods. 
1  Includes  Ml  (public  currency  and  checking  deposits)  plus  savings  accounts  and  money  market  funds. 


Index  components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  8  equally  weighted  elements:  The  cost  of 
services  relative  to  all  consumer  prices,  the  level  of  new 
orders  for  durable  goods  compared  with  manufacturers' 
inventories,  total  industrial  production,  new  housing 
starts,  personal  income,  new  claims  for  unemployment 
compensation,  total  retail  sales,  total  consumer 
installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  in  these  charts. 
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Industrial  production  index  (1987=100), 
seasonally  adjusted  (Federal  Reserve) 
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New  housing  starts  (thousands)  privately  owned, 
unadjusted  (Dept  of  Commerce) 
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Personal  income  (Ibillions)  wage  and  salary 
disbursements,  seasonally  adjusted  (Dept  of  Commerce) 
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Consumer  installment  credit  ($billions)  total, 
seasonally  adjusted  (Federal  Reserve) 
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What  you  really  want  is  the  goose. 


Once  upon  a  time,  you  could  set  a 
well  defined  goal,  direct  the  organi- 
zation towards  it  and  if  all  went  well, 
plop!,  out  came  the  desired  result. 

But  in  this  unpredictable  era,  what 
if  you  need  to  adjust  the  goal?  What 
if  you  need  two  eggs?  Or  a  dozen? 


Instead  of  a  single  finite  outcome, 
we  offer  an  approach  that  will  keep 
producing.  An  enterprise  in  which 
all  the  parts  function  cooperatively. 

So  you  can  shift  adeptly  from  one 
goal  to  the  next.  One  achievement 
to  the  next.  One  improvement  to  the 


next.  And  that's  not  just  another 
theory.  That's  our  golden  rule. 


Andersen 
Consulting 

ARTHUR  ANDERSEN  &  CO.,  S.C. 


©1993  Andersen  Consulting.  All  rights  reserved 


ii  One  car  company 

was  the  first  to  let  you  drive 

100,000  MILES 

before  a  scheduled  tune-up. 


MY  COMPANY. 


I    L   L   E 


N    C   O    U    R   S 


NORTHSTAR  SYSTEM;  2  75 -HP  V8  •  ROAD-SENSING  SUSPENSION  •  TRACTION  CONTROL  •  ABS 
•  SPEED-SENSITIVE  STEERING  •  PLUS  THE  AIRBANK  SYSTEM  •  CALL  I-800-33.3-4CAD 


Anna  Kretz,  Cadillac  Assistant  Chief  Engineer 
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NORTHSTAR  SYSTEM:    " I  want  you  to  feel  that 

the  car  is  made  for  you  as  an  individual. 

Not  just  in  the  showroom  or  on  your  first  drive 

but  every  da)'  it's  yours.  Because  you  have 

so  many  things  to  do,  we  designed  the 

Northstar  System  of  the  DeVille  Concours  to  take  you 

100,000  miles  before  your  first  scheduled  tune-up. 

We  are  always  looking  for  new  solutions  to  your  needs. 

It's  a  never-ending  goal  at  my  company:  Cadillac." 


I  writ  wfrtv  Mrs.  orm  with  air  bags 
rf-p  Ail  nqhts  rrvrvrd 
MIL*     VfftTHST«t.  OEVIUl.  COSftMJRS   AIRBANK  . 


Cadillac 

Creating   A    Higher   Standard,, 


i-oroes 


Bill  Griggs  hoped  that  British  postmen  would  buy  his  clunky 
work  boots.  But  now  Madonna  loves  them,  and  so  do  millions 
of  well-heeled  teenagers  all  over  the  world. 

What's  up,  doc? 


By  Richard  C.  Morais 


Stephen  Griggs,  chairman  of  R.  Griggs  Group  Ltd. 

American  teenage  girls  are  donning  Britain's  boot  for  skinheads. 
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In  a  dank  turn-of-the-century  office! 
in    forgettable    Wollaston,    a    sleepyj 
hamlet  in  the  British  Midlands,  Ste-: 
phen  Griggs  shows  up  for  an  inter- 
view wearing  an  electric  orange  shirr] 
under  a  brown  granny  vest.  Below  hia| 
too-short  pants  flash  matching  or- 
ange socks.  We're  talking  seriously] 
unfashionable. 

But  then  Stephen  Griggs,  33,  is  the] 
man  who  makes  the  unfashionablel 
fashionable.    He's  chairman  of  pri-i 
vately  owned  R.  Griggs  Group  Ltd.. 
maker  of  the  Dr.  Martens  boots  cur- 
rently stomping  through  America'}'! 
malls.  The  clunky  boots  with  the  heat-l 
sealed   rubber   soles   are   known   aal 
"Docs"  or  "dms"  to  the  initiated.! 
and  have  for  decades  been  standard 
gear  for  Britain's  skinheads  and  neo-i 
Nazis.   Now  they're   flying  off  thel 
shelves  at  Nordstrom. 

Listen  to  Heather  Clarkson,  a  16-i 
year-old  at  boarding  school  in  Dub-' 
tin,  N.H.:  "I  bought  my  first  Doc« 
Martens  in  seventh  grade.  The  nexM  ms had 
summer  I  bought  the  black  high  boon  tinj tr. 
with  the  nine  [eyelet]  holes.  Thiaf  Griggs p 
summer  I  bought  a  'fruit'  pair  iri 
London.  They're  in.  You  go  to  thei  Dr.  ,\|Jr 
city  and  everyone  is  wearing  them.' ]  iu\n\ 
Need  we 'add  that  to  hip  teenagem  ju  He 
like  Heather  "the  city"  means  New. 
York  City? 

When  sales  at  R.  Griggs  Group  Ltd  kj 
reached  $59  million  in  the  fiscal  yeai 
ended  March  1990,  the  U.S.  ac 
counted  for  less  than  3%  of  sales.  Foui 
years  later  sales  have  quintupled,  tc 
$293  million,  and  pretax  margins  are 
around  1 5%.  Exports  account  for  759i 
of  revenues,  the  U.S.  alone  nearl) 
20%.  "We're  selling  125,000  pairs 
month  in  the  U.S.,"  savs  Griggs.  "It': 
the  Beverly  Hills  90210  crowd:' 
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But  who  is  Dr.  Martens?  In  1945 
'laus  Maertens,  a  Bavarian  doctor, 
:\l  while  skiing  and  needed  a  boot  to 
ase  the  pain  of  walking.  He  fashioned 

pair  of  soles  out  of  tires  and  sealed 
riem  to  uppers  with  heat  in  such  a  way 
nat  air  was  trapped  within  compart - 
lents  and  cushioned  the  foot.  Two 
ears  later  he  and  his  friend,  Dr.  Her- 
ert  Funck,  patented  the  design.  The 
hoes  soon  became  favorites  all  over 
lermany  for  old  ladies  with  bunions. 

Stephen  Griggs'  grandfather,  Wil- 
am,  a  Wollaston  shoe  manufacturer, 
/as  struggling  to  survive.  Dr.  Maer- 


VVoodstock  in  Dr.  Martens;  in  the 
early  1970s  cult  rock  opera  film  Tom- 
my, Elton  John  wore  oversized  dms. 
Thus  did  the  boots  become  an  artifact 
of  rock.  "•When  people  buy  Dr.  Mar- 
tens, they  buy  a  bit  of  British  subcul- 
ture," says  Griggs. 

But  the  women's  market  took  the 
Griggses  totally  by  surprise  in  the 
1980s.  Today  70%  of  the  boot's  cus- 
tomers are  young  women. 

R.  Griggs  Group  never  advertised, 
but  followed  up  quickly  with  new 
designs  each  time  the  streetwise  put 
the  boot  to  new  use.  Punkers  custom- 


mal  school  at  16,  studied  accounting 
and  shoe  manufacturing  techniques, 
then  spent  a  decade  at  the  family  firm 
fastening  soles,  cutting  patterns  and 
learning  wholesale  distribution  be- 
fore taking  on  executive  duties.  His 
father  just  named  him  chairman. 

The  new  chairman  is  already  put- 
ting his  touches  on  the  business.  R. 
Griggs  recently  remodeled  a  five-sto- 
ry building  overlooking  London's 
Covent  Garden  and  opened  it  as  a  Dr. 
Martens  department  store.  Griggs  is 
hoping  to  cash  in  on  the  strong  brand 
image  with  an  entire  Dr.   Martens 


Doc  Martens 
department  store 
Selling  grunge 
Harris  tweed. 


he  00  ens  had  advertised  for  a  British  licens- 
j|ik<  e  in  a  trade  publication,  and  the  elder 
s.  Til  jriggs  responded. 
pair  Bill  Griggs  anglicized  the  name  to 
i tod  )r.  Martens  and  produced  the  first 
them  >air  on  Apr.  1 ,  1960.  The  joke  was  on 
Cni£!  lim.  He  figured  the  boots  would  find 
?,\(  market  among  postmen,  firemen 
ind  policemen,  but  almost  immedi- 
mpLi  rely  an  eight-eyelet  cherry  red  model 
calve  >ecame  the  trademark  of  "Bower 
s  I  Soys,"  early  skinheads,  and  Britain's 
Bffl  abloids  began  charting  the  ways  of 
M,\  his  counterculture  boot. 
jjnsl  Descendants  of  the  two  German 
I  ■"•  loctors  still  collect  fat  royalty  checks. 
Three  decades  on,  Dr.  Martens  has 
I  rain  nysteriously  retained  its  status  with 
jj/'l  Britain's  underground.  In  1969  the 
;       Who's  Pete  Townsend  showed  up  at 
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ized  their  DMs  with  designs  and  soon 
the  company  was  producing  boots 
decorated  with  weird  floral,  metallic 
and  lacey  designs.  Women  got  their 
own  line.  Even  vegetarians  were  of- 
fered a  "vegan"  version  made  of 
leather-like  materials.  Today  R. 
Griggs  makes  1 50  styles  of  the  boot  in 
3,000  versions,  retailing  from  $62  to 
SI 35.  "The  different  kinds  make 
them  fun  to  buy,"  says  Heather 
Clarkson. 

Dr.  Martens  has  strutted  its  way 
from  London's  East  End  squats  to  the 
international  catwalk.  Madonna 
wears  the  boots.  Calvin  Klein  recently 
sent  supermodel  Kate  Moss  out  on 
the  runway  in  nothing  but  underwear 
and  dms. 

Chairman  Stephen  Griggs  left  for 


clothing  line — everything  from  chil- 
dren's vests  ($70)  to  grunge  versions 
of  Harris  tweed  jackets  ($560).  Its 
first  week  the  store  sold  $150,000 
worth  of  goods. 

And  so  the  almost  inexplicable 
trend  rolls  on. 

A  year  ago  a  principal  at  Texas' 
Grapevine-Colleyville  high  school 
outside  Houston  tried  to  ban  Dr. 
Martens.  Noting  that  some  trouble- 
makers were  wearing  the  boots,  she 
claimed  they  promoted  racism  and 
violence.  Outraged  students  staged  a 
mass  protest.  She  caved  in. 

As  Griggs  tells  the  story,  he  grins. 
Well  he  might.  Young  people  around 
the  world,  seeking  to  be  different  and 
to  outrage  their  elders,  have  made 
him  and  his  family  very,  very  rich.  Hi 
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The  University  of  Rochester  found  that  raising  tuition 
actually  caused  per  capita  revenue  to  decline. 
So  it's  cutting  prices,  hoping  to  increase  revenues. 

Economics  101 


By  John  R.  Hayes 

With  the  exception  of  places  like 
Harvard  and  Stanford,  which  can 
charge  almost  any  price  and  still  get 
the  cream  of  the  crop,  smaller  private 
colleges  and  universities  are  losing 
out  to  state -subsidized  universities  for 
many  desirable  students  who  come 
from  families  too  prosperous  to  re- 
ceive financial  aid. 
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The  4,500-student  University  of 
Rochester  is  fighting  back.  The  west- 
ern New  York  private  school  is  cutting 
costs  for  about  half  its  incoming  fresh- 
man class  by  almost  20%  this  Septem- 
ber. Technically,  the  $5,000  is  a 
grant,  not  a  tuition  cut,  and  it  applies 
only  to  New  York  State  residents  and 
alumni  children. 
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Thomas  Jackson, ;  ew  president  of  the  University  of  Rochester 

The  price  is  too  high  when  70%  of  the  students  need  financial  aid. 
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Rochester  hopes  the  grants  will  pay  m 
for  themselves  by  attracting  students 
who  want  to  go  to  a  private  college 
but  can't  afford  Rochester's  normal  thytk I 
$25,000  annual  full  tuition,  room  iiiidcnt! 
and  board.  Tuition  and  mandatory,  ogpni 
fees  at  Rochester  now  run  $18,260,  imqx 
room  and  board  nearly  $7,000.  .iteum 

By  contrast,  tuition,  room  and  way  b 
board  at  the  State  Universi-  "lie 
ty  of  New  York  campuses  at  tobust 
Binghamton  and  Buffalo  i  ires  er, 
run  about  $7,000  a  year,  iinlrup 
With  state  legislatures  simepr 
treating  their  universities  asi  octet 
sacred  cows  even  in  times  of  I  How' 
budget  stringency,  the  gap  .no  earls 
between  private  collegec  1,  tho 
costs  and  public  in-stateorKta 
college  costs  has  widened.  i  \l ahe 
The  private  universities,  forr  ogram 
their  part,  have  run  a  kind.!  iumks 
of  two-price  system,  taxinga  octett 
relatively  affluent  parents  to  |  amble  \ 
support  talented  studentstsbt 
from  less  affluent  families  indents 
(Forbes,  Jan.  17,  i994andj:rofs 
July  18,1 994) .  A  lot  of  mid-  ores  o\ 
die-class  parents  have  tiredJ  J93-94 
of  paying  this  tax.  They  arecarfct 
sending  their  kids  to  thee  it  same 
state-subsidized  schools..!  Rover 
"Now  it's  okay  if  your  child  Tm 
goes  to  a  state  school,"  sayss  iversiu 
Kalman  Chany,  president!  teir  exp 
of  a  Manhattan-based  fi-i 
nancial  aid  advisory  compa-> 
ny  called  Campus  Consul- 
taaits  Inc. 

Rochester,  too,  taxes  af- 
fluent parents  to  finances  it  tw 
scholarship  aid.  A  full  70%  tt| 
of  Rochester's  students 
now  receive  financial  aid 
(average  award:  $10,850). 
This  has  had  a  perverse  ef- 
fect on  revenues.  As  tuition 
rises  to  finance  more  finan- 
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ll  aid,  more  students  require  the  aid. 
>  a  consequence,  despite  steep  tu- 
on  rises,  the  actual  per  capita  in- 
>me  from  freshman  students  (the 
cker  price  less  grants)  has  actually 
:clined  by  $7,  to  $9,045.  The  ines- 
pable  conclusion:  Raising  tuition 
is  reduced  revenues. 
So,  by  attracting  more  students 
io  will  pay  more  out  of  their  own 
>cket,  Rochester  hopes  to  avoid  fur- 
er  revenue  drops. 

Rochester  is  gambling  with  a  cut 
nv  because  it  feels  it  has  to.  Fifteen 
dent  ars  ago  60%  of  the  school's  student 
|   >dy  came  from  within  the  state.  To- 
y  the  figure  is  45%,  and  80%  of  those 
adents  receive  financial  aid.  By  cut- 
lg  prices,  Rochester  hopes  to  attract 
me  paying  business  away  from  the 
ite  universities  and  thus  have  to  give 
i  anfl/ay  less  in  scholarship  grants. 

"Like  housing  prices  in  California, 
bust  tuition  growth  can't  go  on 
uffArever,"  says  Thomas  Jackson,  a 
nkruptcy  law  professor  who  be- 
ituri  ime  president  of  the  University  of 
Dchester  in  July. 

How's  the  cut  working?  It's  still 
:i)  o  early  in  the  admissions  process  to 
olhj  II,  though  applications  from  New 
i-stai  >rk  State  residents  are  so  far  running 
lenolll-%  ahead  of  last  year's  pace.  A  pilot 
B,l  logram  last  year,  limited  to  the  six 
i  kin  'unties  nearest  the  school,  gives 
tain  Dchester  some  confidence  that  its 
:ntst  mble  will  pay  off.  From  those  coun- 
ldcnl  :s  last  year,  enrollment  of  no-need 
jni  adents  jumped  130%,  and  the  num- 
Uss  :r  of  students  with  combined  SAT 
tmii  ores  over  1 300  went  from  5  for  the 
:tirc  '93-94  freshman  class  to  24  this 
cv  ji  ar.  So  far  this  year  applications  from 
(i  ft  e  same  six  counties  are  up  another 
hoo!  )%  over  last  year. 
rchil  "I'm  sure  a  lot  of  colleges  and 
"yi  liversities  are  watching  to  see  what 
via  eir  experience  will  be,"  says  Mary 
(i  |  Maydew,  treasurer  of  Mount  Hol- 
unipi  >ke  College.  "We  certainly  are."  A 
onsi  pcade  ago,  Holyoke  experimented 
th  dropping  its  prices  below  those 
KSj  equivalent  schools,  but  dropped 
inan(  e  experiment  when  applications 
jl  70  xlined.  Back  then  the  feeling  was 
uden  at  price  connotes  quality.  But 
ij|  i  mes  have  changed,,  and  middle- 
|j5(  iss  parents  are  in  revolt  against  the 
n,ci  irrent  system,  that  of  taxation — 
til,-,  ithout  representation — by  arro- 
tj:i  mt  college  administrators.  Ml 
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iams  Cos.  likes  to  make  contrarian  bets.  That's  why 
it  has  sold  off  its  thriving  communications  network 
and  is  reinvesting  the  cash  in  natural  gas  pipelines. 


Arbitrage 


By  Christopher  Palmeri 

Keith  Bailey  stands  6  feet  5  inches 
tall  and  weighs  in  at  295  pounds.  But 
neither  his  weight  nor  his  years — he's 
52 — keeps  him  off  the  basketball 
court.  If  he's  no  longer  fast,  he  still 
knows  how  to  position  his  massive 
frame  to  block  opponents  so  that  his 
teammates  can  score  baskets. 

Knowing  this  helps  you  understand 
the  corporate  strategy  at  Tulsa's  Wil- 
liams Cos.,  Inc.,  one  of  the  nation's 
smartest  operators  of  natural  gas  pipe- 
lines. In  mid-December,  seven 
months  after  being  named  chairman 
of  Williams,  Bailey  announced  plans 
to  pay  $3  billion  for  Houston -based 


in  the  Northeast  and  Midwest.  If 
enough  Transco  shareholders  tender 
their  shares  this  month,  Williams  will 
vault  from  being  a  big  regional  player 
to  becoming  the  nation's  largest  in- 
terstate transporter  of  natural  gas, 
with  revenues  of  $4.7  billion  and  cash 
flow  in  excess  of  $900  million. 

The  combined  pipeline  network 
will  connect  all  of  the  nation's  major 
gas-producing  basins  with  fast-grow- 
ing markets  in  the  Northwest  and 
Northeast,  where  Transco  supplies 
half  of  New  York  City's  gas. 

Wall  Street,  wary  of  highly  regulat- 
ed pipelines,  quickly  panned  the  deal 


Cross-country  piping 


Williams 
Natural  Gas     Texas  Gas 
,  Transmission  > 
Corp. 


/- 


Source:  Williams  Cos. 


By  adding  the 
Transco  pipelines 
(in  red)  to  the 
Williams  routes 
(in  blue),  the 
company  hopes  to 
move  more 
cheap  Rocky 
Mountain  gas  to 
hungry  markets  in 
the  Northeast. 


Transcontinental 

Gas  Pipe  Line 

Corp. 


Transco  Energy  Co.  The  deal  involves 
more  than  just  a  desire  to  make  Wil- 
liams bigger.  It's  not  how  big  you  are 
that  counts,  but  how  you  use  your 
heft.  "People  say  you  don't  need  to 
own  the  pipe,"  Bailey  says,  "but  reali- 
ty tells  us  that  the  more  substance  you 
have,  the  more  physical  presence  and 
credibility;  that  tends  to  tilt  the  play- 
ing field  in  your  favor." 

Transco  certainly  gives  Williams  a 
lot  of  additional  physical  presence.  It 
owns  two  vast  gas  pipelines  connect- 
ing fields  in  south  Texas,  Louisiana 
and  the  Gulf  of  Mexico  with  markets 


by  knocking  over  $250  million — 
more  than  10% — off  Williams'  market 
value,  leaving  the  stock  at  $25  a  share, 
25%  below  its  1994  high. 

Could  Wall  Street  be  wrong?  It 
seems  to  have  both  misunderstood 
the  deal  and  forgotten  Williams'  dem- 
onstrated managerial  skills. 

Transco  had  been  struggling  under 
a  heavy  debt  load,  incurred  in  settling 
poorly  priced  gas  contracts  in  the 
mid-1980s.  With  Williams'  heft  be- 
hind it,  Bailey  says  he  will  double 
Transco's  capital  spending,  pursuing 
new  projects  in  regulated  pipelines 
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Williams  Cos. 


Williams  Chairman 

Keith  Bailey 

A  big  contrarian. 


Ut( 
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"People  say  you  don't 
need  to  own  the  pipe," 
says  Bailey.  "But  reality 
tells  us  that  the  more 
substance  you  have, 
the  more  physical  presence 
and  credibility; 
that  tends  to  tilt  the 
playing  field  in  your  favor." 


and  in  nonregulated  gas  gathering 
and  marketing. 

Financing  the  Transco  purchase  is 
no  problem,  thanks  to  the  entrepre- 
neurial skills  of  Bailey's  predecessor, 
Joseph  Williams,  the  son  of  one  of  the 
company's  founders.  In  1985  Joe 
Williams  put  Williams'  rights-of-way 
to  additional  use  by  stringing  fiber- 
optic cable  through  unused  pipeline. 
Five  years  later  Williams  Cos.  Wiltel 
subsidiary  was  the  fourth-largest  na- 
tional telecommunications  network. 

In  August  Bailey  accepted  an  offer 
from  LDDS  Communications,  of  Jack- 
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son,  Miss.,  to  buy  the  Wiltc 
network  for  $2.5  billion 
about  $1 .6  billion  after  tax 
es.  In  cash.  Bailey  is  rein 
vesting  the  cash  in  the  pipe 
line  business.  It's  a  classi 
case  of  value  arbitrage.  Wil 
Hams  sells  Wiltel  for  mor 
than  12  times  Wiltel's  casl* 
flow  and  turns  around  anij 
buys  Transco  for  less  than 
times  cash  flow. 

In  buying  Transco,  Wil 
liams  is  placing  a  contraria  y„(a] 
bet.  Many  firms  are  lessen 
ing  their  exposure  to  regu 
lated    pipe.    Enron    Coif  k 
(Forbes,  May  24, 1993)  h; 
diversified  into  nonregulali 
ed  businesses,  including  gz 
marketing,  exploration  anL.  p( 
international   power   pro 
ects.  Along  the  way,  Enro 
has   taken   money   out   c 
lower-return    pipelines    b 
selling  four  limited  partner 
ships  to  the  public. 

Moving  the  other  wa] 
Bailey  and  the  Williaml, 
board  seem  to  be  countin 
on  a  political  trend  towar 
less  regulation.  Indeec 
regulators  are  considerin 
changes  this  year  ths 
might  allow  pipeline  open 
tors  to  earn  more  money  o 
their  capital. 

Bailey  is  also  counting  o 
his  company's  demonstra 
ed  expertise  in  making  ttlj  je 
pipeline       business       pal  I 
Twelve  years  ago  Williams  made  ai(  B 
other  risjiy  purchase  with  the  $1. 
billion  hostile  acquisition  of  Nortl 
west  Energy  Co.  and  its  two  regulate*,  S. 
interstate  pipelines.  From  that  bas 
Williams    developed    the    success 
Kern  River  Pipeline  (in  a  joint  ventui 
with  Tenneco).  It  also  built  Wiilian 
Field  Services,  one  of  the  nation 
largest  gas-gathering  companies,  ar 
much  of  the  Wiltel  fiber  network. 

"It's  an  often-used  term,"  says  Ba 
ley,  "but  in  buying  Transco  we  thir 
that  we  are  expanding  into  our  co 
competencies."  ■ 
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Jextel  disappointed  the  optimists, 
iut  don't  write  this  company  off. 

Too  much, 
oo  soon 


■"  y  Gary  Samuels 

than 

YEAR  ago  Nextel  Communications 

I  'ic,    the    wireless    communications 
™  perator,  was  a  hot  stock  at  50  a  share. 

;I  low  it's  languishing  at  1 5 .  More  than 

,rc8  4  billion  has  been  wiped  from  Nex- 

ur  :l's  stock  market  value.  It's  a  classic 

II  ise  of  unrealistic  expectations  giving 
yd  ,ay  to  unreaiistic  gloom. 

"M    The  brainchild  of  a  for- 

J  ler  Federal  Communica- 

fl  ons  Commission  lawyer, 
"0  lorgan  O'Brien,  and  a  for- 

1 '  ler  cellular  executive,  Bri- 
K  '  i  McAulev,  Nextel  was 
H  arted  in  1987  to  buy  radio 
Kctrum  licenses  held  by 
:rul  ixicab  fleet  dispatchers.  A 
W  ;VV  years  later  O'Brien  re- 
unri  »ivec[  FCC  permission  to 
""I  Dnvert  his  two-way  spe- 
:M  alized  mobile  radio  fre- 
"to]  uencies  into  full-fledged 

:B  ^llular  telephone  net- 
:":a  orks,  using  digital  wire- 
,rr(  :ss  technology  from  Mo- 
>rola.  The  value  of  its  spe- 
-i[  alized  mobile  radio 
^  Censes  rocketed.  It  was 
-ri: i  ke  owning  land  under  a 

■'  eachfront  shack  and  get- 
*M  iig  it  rezoned  for  a  luxury 

•  5]  otel. 

Non  All  of  a  sudden  everyone  ^^^M 
gP  'anted  to  be  partners  with 

U  M  lextel.  Motorola  supplied  the  digital 
K^  )ecialized  mobile  radio  technology 
-  l  id  agreed  to  trade  its  portfolio  of 
W1  ispatch  licenses — the  countiy's  big- 
niui  est — to  Xextel  for  around  24%  of 

•  J  lextel  stock. 

oft  Northern  Telecom,  Matsushita, 
a»'  tomcast  and  Nippon  Telegraph  & 
utni  'elephone  came  in  as  investors  and 
.:?•'  artners.  MCI  announced  that  it 
lould  buy  part  of  Nextel  and  market 

*  orbes  ■  January'  16,  1995 


its  cellular  service  nationally. 

By  late  1993  Nextel's  stock  had 
climbed  to  55  a  share — almost  four 
times  the  price  when  the  company 
went  public  in  March  1992. 

But  then  Motorola  and  MCI  bick- 
ered over  how  much  MCI  should  in- 


Nextel  cofounder  Morgan  O'Brien 
Everything  is  fixable 


vest  in  Nextel.  Last  August  MCI  pulled 
out.  Rumors  began  circulating  that 
Motorola's  digital  technology  had  se- 
rious problems. 

The  word  began  spreading  that 
Nextel  was  a  big  bubble.  Boston's 
State  Street  Research  analyst  Charles 
Pluckhahn  speaks  for  the  skeptics:  "It 
may  well  be  that  the  Motorola  system 
is  one  big  turkey." 

But  there's  reason  to  believe  that 


while  Nextel  was  never  as  good  as 
people  thought  a  year  ago,  neither  is  it 
as  bad  as  people  seem  to  think  today. 
Expectations  had  run  high  that  the 
company  would  become  a  full- 
fledged  competitor  to  conventional 
cellular  operators  almost  overnight. 

These  expectations  were  entirely 
unrealistic.  Nextel's  explicitly  stated 
plan  has  always  been  to  upgrade  its 
licenses  to  cellular  slowly,  as  the  digi- 
tal technology  developed,  and  in  the 
meantime  make  money  from  provid- 
ing wireless  voice  and  paging  sendees 
to  its  core  customers  in  the  taxi  and 
fleet  markets. 

For  these  customers,  the  Motoro- 
la/Nextel  digital  specialized  mobile 
radio  system  already  works  well. 
Trucker  J.B.  Hunt,  Inc.  has  installed 
350  Nextel  phones  in  trucks,  in  dis- 
patch base  stations  and  in  managers' 
cars  in  California  and  plans  to  add 
hundreds  more  around  the 
country.  "They've  more 
than  paid  for  themselves  [in 
productivity  improve- 

ments]," reports  Michael 
McCormick,  who  oversees 
the  trucker's  operations  in 
1 1  western  states. 

Motorola  admits  it  is  be- 
hind schedule.  But,  says 
Frederick  Wright,  the  Mo- 
torola vice  president  in 
charge  of  the  digital  smr 
equipment:  "Everything  is 
fixable  and  being  fixed." 

Today  Nextel's  digital 
service  covers  Los  Angeles, 
San  Francisco  and  most  of 
the  rest  of  California,  as 
well  as  metropolitan  Chica- 
go and  New  York.  One- 
Comm  Inc.,  about  to 
merge  with  Nextel,  has  dig- 
ital specialized  mobile  radio 
networks  set  up  in  Denver, 
Seattle  and  Portland,  Ore. 
Nextel  has  investments  that 
will  give  it  coverage  across  Canada 
and  Mexico. 

Conventional  cellular  licenses  go 
for  $150  and  more  per  head  of  popu- 
lation in  the  service  area  covered  by 
the  license.  At  current  stock  prices, 
Nextel  is  priced  at  just  $15  per  head. 
For  all  the  talk  about  efficient  mar- 
kets, the  reality  is  that  markets  still 
swing  between  extremes  of  optimism 
and  pessimism.  M 
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In  a  cutthroat  business,  middling-size  Good  Guys  has 
prospered  with  a  broad  range  of  merchandise  and 
superior  service.  Will  the  bigger  retailers  eat  its  lunch? 


We're  the 
good  guys 


By  Marc  Ballon 


Good  Guys  Chief  Executive  Robert  Gunst 
Bracing  for  the  battle  of  his  career. 


Robert  Gunst,  a  boyish-looking  46- 
year-old  with  a  shock  of  gray  hair,  is 
used  to  being  in  tough  situations. 
When  he  was  a  22-year-old  trainee  at 
First  National  Bank  of  Chicago,  the 
resignation  of  his  boss  suddenly 
thrust  him  into  the  job  of  trading  a  $1 
billion  portfolio  in  short-term  gov- 
ernments. "Normally,  a  new  trader 
costs  about  a  quarter  of  a  million  in 
losses  to  break  in.  I  ended  up  seven 
figures  ahead.  I  was  lucky,"  he  says. 

Securities  trading  is  almost  tame, 
however,  compared  with  what  Gunst 
is  doing  now:  competing  in  the  cut- 
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throat,  low-margin  business  of  selling 
consumer  electronics.  Gunst  is  presi- 
dent and  chief  executive  officer  of  San 
Francisco  area- based  The  Good 
Guys,  Inc.,  a  $725  million  (revenues), 
59-store  West  Coast  retailer  of  high- 
cjuality  stereos,  veils,  televisions  and 
other  consumer  electronics  equip- 
ment. Good  Guys  has  28  stores  in 
southern  California,  24  in  northern 
California,  1  in  Nevada  and  6  in 
Washington  State.  These  shops  are 
heavily  stocked,  containing  as  many  as 
4,500  different  items,  compared  with 
3,600  for  Richmond,  Va. -based  Cir- 


cuit City  and  2,000  for  Minneapolis- 
headquartered  Best  Buy. 

In  an  industry  littered  with  bank 
ruptcies  and  disappointments,  Gooc 
Guys  has  been  a  standout  since  forme] 
stereo  salesman  Ronald  Unkefer,  now 
chairman,  founded  the  company  ir 
1973.  Good  Guys  posted  a  29%  sale; 
increase  for  the  fiscal  year  ended  Sept 
30,  well  ahead  of  the  industry's  21% 
gain  for  high-quality  consumer  elec 
tronics  retailers.  Its  stores  movec 
$1,489  for  every  square  foot  of  (sell 
ing)  floor  space,  the  highest  among 
major  publicly  traded  consumer  elec 
tronics  retailers.  Runner-up  Circuii 
City  moved  $1,179  pei 
square  foot. 

On  these  revenues  Gooc 
Guys  netted  about  1 .9%  or 
the  sales  dollar,  comparec 
with  3.2%  for  Circuit  City 
and  1.4%  for  Best  Buy. 

Right  now  Gunst  is  brae 
ing  for  what  could  be  th* 
battle  of  his  feisty  career 
Best  Buy,  a  much  large 
company,  has  invadec 
Good  Guys'  turf,  having 
just  opened  seven  superr 
stores  in  southern  Califon 
nia.  Sitting  in  his  offia 
overlooking  San  Francisco 
Bay,  Gunst  is  ready  t< 
meet  the  challenge 
"We've  been  seasoned  b 
the  past  21  years,"  he  says' 
"We've  not  only  survived 
We've  prospered." 

That's  certainly  true. 
Good  Guys  went  public  ii 
1986,  when  it  had  12  store, 
and  only  $90  million  in  rev 
enues.  Its  tremendou 
growth  since  then  has  beei 
financed  without  incurrin 
a  penny  in  debt. 

Gunst  has  already  stood  off  a  198< 
invasion  in  the  Bay  Area  by  $4. 
billion  behemoth  Circuit  City.  Guns 
responded     with     a     counterattack 
moving  into  Circuit  City's  souther: 
California  territory.  He  did  so  wit' 
flair,  opening  the  country's  first  24 
hour-a-day,   seven-day-a-week   con 
sumer  electronics  store  in  the  chi 
Beverly  Connection  mall  in  Los  An 
geles.  The  location  was  symbolic:  II 
proclaimed  Good  Guys  wasn't  just 
price-cutter  but  also  a  quality  house 
The  severe  California  recession  ct 
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Seagate  Has  Become  A  Leading  Innovator  Of 
Data  Technology  Without  Ever  Taking  A  Detour. 


Where    do    you    go    from    there? 


The  New  York  Stock  Exchange,  of  course.  "Before  there  was  ever  an  information  highway,  we  were  exploring  new  avenues 
of  recording,  storage  and  retrieval  of  information,"  says  Alan  Shugart,  Chairman  and  CEO  of  Seagate  Technology.  "As  we 
expand  globally,  we're  headed  toward  a  whole  new  area  of  growth  and  technology,  and  we  need  a  partner  as  innovative 

and  forward-thinking  as  we  are  to  get  there."  By  listing  on  the  NYSE  on  December  12th,  Seagate  (SEG)  will  have  the  most 

efficient  access  to  global  capital  and  investors.  Simply  put,  no  other  market  helps  hard-driving  companies  like  Seagate  get 

where  they're  going  faster  and  better  than  the  NYSE.  It's  going  to  be  a  great  trip. 


THE  NEW  YORK  STOCK  EXCHANGE 


Good  Guys 

Good  Guvs'  earnings  from  93  cents  in 
1991  to  29  cents  in  1992,  but  Gunst 
didn't  miss  a  beat.  He  moved  Good 
Guys  into  San  Diego  in  1993;  earn- 
ings per  share  recovered  to  60  cents. 
Aware  that  California's  Mexican- 
American  and  Asian- American  com- 
munities are  increasingly  affluent, 
Gunst  has  placed  stores  in  areas  where 
these  communities  are  concentrated, 
including  a  new  one  near  the  Mexico 
border,  in  Chula  Vista,  which  pulled 


Good  Guys  store  in  Los  Angeles 
Electronics  for  sale  around  the  clock. 


business.  Good  Guys  is  planning  TV 
commercials  in  Chinese  and  Spanish 
featuring  Chinese  and  Latino  actors. 

Gunst  doesn't  underrate  the  new 
Best  Buy  challenge.  A  price  war  is 
inevitable,  but  Good  Guys  is  defend- 
ing from  a  strong  position.  Its  sales 
staff  is  among  the  highest  paid  in  the 
business.  With  consumer  electronics 
becoming  ever  more  complicated,  in- 
telligent service  is  a  big  plus.  "'They 
have  the  best  sales  service  of  any  con- 
sumer electronics  chain  I've  seen  in 
the  country,"  says  Ronald  Rotter,  a 
retail  industry  stock  analyst  with 
Seidler  Cos. 

This  relatively  high  level  of  service 
costs  Good  Guys  an  overhead-to- 
sales  ratio  of  23.1%,  versus  21.6%  for 
Circuit  City  and  12.6%  for  Best  Buy. 
Good  Guys  must  recapture  these 
higher  costs  by  selling  more  expensive 
merchandise  and  by  getting  a  mite 
more  in  markups.  In  a  price  war, 
getting  these  higher  margins » isn't 
easy.  Apprehension  over  the  Best  Buy 
invasion  has  knocked  Good  Guys' 
Nasdaq-listed  stock  from  20  last 
March  to  a  recent  12.  In  a  gesture  of 
defiance  against  the  invaders,  Gunst 
has  bought  7,000  shares  since  March, 
bringing  his  holdings  to  74,306 
shares  and  235,000  options.  m 
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Although  the  business  is  infested  with  scam  artists, 
infomercials  may  yet  have  a  splendid  future. 

The  Wild  West 
of  advertising 


By  Nikhil  Hutheesing 

You  know  those  30-minute  commer- 
cials masquerading  as  talk  shows  you 
often   see    on    late-night   television? 

These  infomercials,  of  course,  have 
only  one  aim:  to  get  you  to  buy  a 
product.  There's  a  degree  of  flimflam 
in  all  this  that  attracts  plenty  of  fringe 
hucksters  and  shoddy  products. 

Most  infomercial  companies  don't 
make  the  commercials.  They  buy  air 
time,  then  figure  out  how  to  make 
money  from  it.  Typically 
they  buy  rights  to  a  prod- 
uct, a  slicer-dicer,  for  exam- 
ple, have  it  manufactured 
and  warehoused,  and  hire  a 
production  company  to 
produce  the  show  and  a 
fulfillment  company  to  take 
and  fill  orders.  They  figure 
on  selling  the  junk  for  a  big 
enough  spread  over  its  cost 
to  them  to  recover  the  costs 
of  the  show  and  the  airtime 
and  leave  them  with  a  fat 
profit. 

They  are,  in  short,  pack- 
agers. The  problem  is  their 
packaging  doesn't  always 
work.  They  need  constant 
product  hits  and  low-cost  air  time — 
both  hard  to  come  by.  Many  of  them 
are  fly- by-nights,  often  just  one  step 
away  from  bankruptcy  (see  chart,  op- 
posite). At  least  four  of  them  have 
taken  advantage  of  gullible  investors 
to  make  public  stock  offerings.  By  and 
large  the  stocks  are  as  shoddy  as  the 
products  they  sell. 

In  the  1960s  the  Federal  Commu- 
nications Commission  put  the  kibosh 
on  the  burgeoning  business  by  limit- 
ing the  number  of  minutes  per  hour 
that  could  be  devoted  to  commer- 
cials. In  1984  the  business  was  reborn 


whei   the  Fee  rescinded  the  16- min- 
ute-} er-hour  limit. 

Aj  long  the  first  to  jump  in  after  the 
limit  was  lifted  was  Michael  LeveyJ 
46,  i  /ho  currently  peddles  slicer-dic- 
ers  a  id  hair  extensions  on  an  enter- 
taini  g  infomercial  series  called  Ask 
Mik<  .  Levey  is  chief  salesman  ano 
chie  executive  officer  of  Positive  Re 
spor  e  Television,  Inc.,  which  recent- 
ly r;    ;ed  more  than  $6  million  by 
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Positive  Response's  Michael  Levey 
A  talk  show  after  your  money. 


selling  the  public  about  one-third  o 
the  company  at  12  times  1993  earn: 
ings.  Despite  its  questionable  value 
Positive  Response  has  been  a  ho 
stock,  rising  from  6  to  over  19  afte 
the  offering. 

Levey  has  been  around  a  long  tim 
and  once  produced  infomercials  fc 
products  like  a  diet  patch  and  a  curi* 
for  impotence,  neither  of  whic 
worked,  according  to  the  Feden 
Trade  Commission.  A  couple  of  year 
back  he  took  advantage  of  televi 
sion's  power  to  demonstrate  a  kitch 
en  mixer  that  supposedly  could  crus 
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Bankruptcy  bound? 


Twin  Star 
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'IPO  1/90. 2Aftet  acquisition  of  infomercial  business.  3IP0  5/94. 


After  rising  spectacularly,  Twin  Star  and  Regal  Communications  filed 
for  bankruptcy  protection.  National  Media  teeters  close  to  it. 
ertti  Will  Positive  Response  be  next? 


jna 


atq  i  whole  pineapple  in  seconds  and 
.y  whip  skim  milk  into  a  mousse-like 
I  aj  dessert.  It  could  not.  The  FTC  made 
him  desist  and  pay  S275,000  to  settle 
:harges. 

Another  early  infomercial  player  is 
Arthur  Toll,  chairman  of  Regal  Com- 
munications from  1989  until  last  Sep- 
ember.  In  1993  the  FTC  forced  Regal 
o  pay  S3. 5  million  because  its  info- 
nercial  division,  Synchronal,  falsely 
:laimed  that  its  products  cured  bald- 
ness and  treated  cellulite.  Later  Nas- 
daq delisted  the  company,  and  Regal 
nnounced     previously     unreported 
osses.  Regal  filed  for  bankruptcy  in 
September  1994. 
Then  there's  John  Turchi.  A  for- 
er  real  estate  broker,  Turchi  became 
hicf  executive   officer  of  Philadel- 
phia-based National  Media  in  1990. 
[ts  revenues  surged  from  S32  million 
n  1 989  to  S 1 73  million  this  year  from 
die  sale  of  such  products  as  the  Juice 
Tiger,  a  fruit  and  vegetable  juicer,  and 
Sudden  Youth  Skin  Care  System.  But 
ts  earnings  sank  from  S2.5  million  in 
1989  to  a  net  loss  of  S8.7  million  in 
:  1994.  The  1989  profit  was  wiped  out 
5  -  n  part  by  more  than  S6.5  million 
Turchi  spent  on  litigation  defending 
-  lis  company. 

In  June  1993  National  Media  paid 
5275,000  to  the  FTC  to  settle  charges 
that  it  made  false  claims  in  infomer- 
■  dais,  among  them  that  it  had  a  cure 
or  breast  cancer. 

Turchi,  who  still  sits  on  the  board 
)f  directors  and  owns  about  12%  of 
he  company's  stock,  was  replaced  as 
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chief  executive  officer  in  September 
1994  after  the  company's  auditor, 
Ernst  &  Young,  cast  doubt  on  wheth- 
er National  Media  could  continue 
operating. 

Lawsuits  still  loom  over  the  compa- 
ny. One  of  the  latest  was  filed  by 
ValueVision,  a  television  shopping 
service  that  signed  an  agreement  to 
merge  with  National  Media  in  March 
but  called  off  the  S 1 50  million  deal  in 
April.  ValueVision  accuses  National 
Media  of  myriad  wrongdoings,  in- 
cluding charging  customers'  credit 
cards  a  week  before  shipping  out 
their  orders.  With  a  list  of  orders,  the 
lawsuit  charges,  the  company  got  a 
letter  of  credit  from  a  bank,  then 
purchased  product  and  shipped  it. 
Not  cricket. 

Turchi's  successor  is  Mark  Hersh- 
horn,  a  former  president  of  the  com- 
pany whom  Turchi  had  once  fired. 
Hershhorn  raised  S5  million  in  long- 
term  debt  from  a  private  investor  and 
an  additional  $10  million  of  equity 
capital,  mostly  convertible  preferred 
stock  with  warrants.  If  all  the  warrants 
are  exercised,  the  offering  could  di- 
lute current  shareholder  equity  by 
over  20%. 

Is  this  all  there  is?  Are  infomercials 
just  a  happy  hunting  ground  for  sleazy 
companies  selling  useless  gadgets? 
Not  necessarily.  Infomercials  have 
great  potential:  Many  products  can't 
be  sold  properly  in  a  30-second  net- 
work blurb;  television  offers  some 
advantages  that  print  lacks. 

Some    big,   smart   companies   are 
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testing  the  business.  One  is  Boston's 
Fidelity  Investments,  which  runs  a 
30-minute  infomercial  featuring  or- 
dinary people  discussing  their  finan- 
cial goals.  It's  soft-sell  stuff.  No  Fidel- 
ity mutual  funds  are  hawked,  but  if  a 
viewer  calls  the  toll-free  number,  he 
gets  a  Fidelity  Investments  planning 
kit.  Michael  Heinz,  a  Fidelity  senior 
vice  president,  says  others  may  be  in 
the  works. 

Apple  Computer  began  buying 
media  time  in  November  for  its  info- 
mercial featuring  the  Performa  line  of 
computers.  The  infomercial  educates 
consumers  on  uses  of  computers  and 
offers  a  toll-free  number  for  more 
information.  Texaco,  Philips,  Sega  of 
America  and  the  Hoover  Co.  are  all 
experimenting  with  the  format. 

So,  too,  are  the  television  shopping 
networks,  qvc  and  Home  Shopping 
Network  have  started  infomercial  di- 
visions, and  in  November  two  cable 
operators,  Cox  Cable  Communica- 
tions and  Jones  International  Net- 
works, decided  to  form  a  24-hour 
infomercial  channel.  Advertising 
agencies  are  also  showing  interest. 
The  infomercial  format  lets  them  sup- 
ply viewers  with  more  information 
than  a  30-second  commercial  and 
does  it  in  an  entertaining  way.  The 
audience  is  self-selecting,  in  that  only 
people  at  least  potentially  interested 
in  the  product  will  bother  to  watch. 

So  don't  just  judge  this  business  by 
the  sleazeballs  in  it.  Last  year  infomer- 
cials generated  almost  $1  billion  in 
product  sales,  and  that  figure  could 
grow  by  50%  a  year.  There  will  always 
be  patent  medicine  salesmen  in  the 
trade,  but  they  will  be  a  dwindling 
part  of  the  business.  Hi 
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Bernard  Taylor  is  proving  that  a  drug  company 
doing  no  basic  research  can  live  very  nicely 
on  the  fruits  of  other  companies'  research. 

Cheaper  to  buy 
than  invent 


By  Peter  Fuhrman 

Together,  the  world's  big  pharma- 
ceutical companies  are  investing  $30 
billion  a  year  on  drug  research  and 
development.  Upstart  Medeva  Pic,  a 
nine -year-old  British  pharmaceutical 
firm,  spends  zero  on  basic  research. 
Yet  Medeva's  revenues  rose  by 
around  30%  in  1994,  to  $400  million; 
pretax  earnings  grew  by  a  similar  per- 
cent, to  $90  million. 

Medeva  Chairman  Bernard  Taylor 
spends  money  all  right — over  $600 
million  in  the  last  four  years.  But  the 
money  wasn't  to  build  a  new  line  of 
drugs.  It  was  to  buy  smaller  U.S.  and 
British  drug  companies,  and  a  range 
of  slow-selling  drugs  and  vaccines  de- 
veloped and  owned  by  four  larger 
drug  companies:  Glaxo  Pic,  Smith 
Kline  Beecham  Pic,  Wellcome  Pic 
and  Merck  &  Co. 

This  buy-don't-invent  strategy 
clearly  works.  In  the  U.S.,  where  Me- 
deva gets  60%  of  its  revenues  and  75% 
of  its  pretax  profits,  sales  have  dou- 
bled over  the  last  three  years,  fueled 
not  only  by  acquisitions  but  also  by 
big  rises  in  sales  of  Medeva's  drugs. 

Taylor  doesn't  buy  just  any  drugs. 
He  concentrates  on  buying  drugs  that 
treat  a  narrow  range  of  ailments,  espe- 
cially bronchial  conditions  like  influ- 
enza and  asthma.  "By  targeting  a  few 
clinical  areas,"  Taylor  explains, 
"[Medeva's]  salesmen  can  focus  on 
doctors  treating  those  conditions, 
and  usually  have  more  success  with 
those  doaors  than  salesmen  promot- 
ing a  wide.-  range  of  drugs." 

Taylor,  5  began  his  business  ca- 
reer as  a  dm  salesman  and  worked 
for  Glaxo  for  27  years,  eventually 
rising  to  chief  executive.  He  left  in 
1990  and  joined  Medeva.  "I  saw  Me- 
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deva  as  a  new  way  to  build  a  pharma- 
ceutical company,'''  he  says. 

Having  run  Glaxo,  Taylor  under- 
stood that  large  drug  companies  were 
eager  to  sell  off  drugs  with  yearly  sales 
below  $100  million  or  so.  Taylor's 
first  big  move  was  buying  Wellcome's 
vaccine  business  for  $30  million  in 
1991.  Medeva  is  now  Britain's  only 
manufacturer  of  vaccines  for  humans. 

After  raising  $235  million  in  the 
stock  market  in  1990  and  1991,  Tay- 
lor paid  $77  million  for  a  small  Texas 
pharmaceutical  company  called  Ad- 
ams Labs,  which  had  a  small  portfolio 
of  respirator)'  drugs.  Since  then,  Me- 
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deva  has  doubled  the  number  of  sales- 
men at  Adams,  and  has  added  two 
more  major  respirator)'  disease  drugs 
for  them  to  sell.  Two  years  later,  in 
ul«|1993,    Taylor    enhanced    Medeva's 
U.S.  distribution  strength  by  spend- 
ing ing  S54  million  for  a  small  Boston- 
ii  based  pharmaceutical  company  that 
pecializes  in  asthma  drugs. 

Anyone  who  buys  as  many  drugs 
and  drug  companies  as  Taylor  has  is 
ixmnd  to  stub  his  toe.  In  July  1993 
two  of  Medeva's  U.S.  acquisitions  ran 
nto  trouble  with  manufacturing  pro- 
l(iiio|:esses  and  inventory  control,  and  the 
Ma  >tock  plunged  55%  in  one  day,  from 


$14  to  $6.25.  The  shares  have  recov- 
ered to  a  recent  $10.25,  giving  the 
company  a  market  cap  of  over  $650 
million.  But  Taylor  is  still  unhappy 
about  what  he  calls  a  "huge  overreac- 
tion,  mainly  by  British  shareholders." 
He  adds  he's  pleased  that  U.S.  inves- 
tors now  own  40%  of  the  equity. 
Mutual  fund  house  Franklin  Re- 
sources and  ge's  pension  fund  own 
12%  and  7%,  respectively.  Founder 
Ian  Gowrie-Smith  has  sold  his  2.9- 
million-share  stake  at  around  $10  per 
share.  Other  insiders  have  also  been 
buying. 

Ironically,  one  of  the  U.S.  compa- 


Medeva  Chairman 
Bernard  Taylor 
Says  the  former 
chief  executive 
officer  of 
pharmaceutical 
giant  Glaxo: 
"Our  salesmen 
have  more  suc- 
cess than  those 
promoting 
a  wider  range 
of  drugs." 


nies  that  caused  the  1993  share  col- 
lapse, MD  Pharmaceuticals,  now  looks 
like  Taylor's  single  best  buy.  Taylor 
bought  the  $15.5  million  (sales)  com- 
pany for  $75  million  in  1 99 1 .  Based  in 
Santa  Ana,  Calif,  MD  Pharmaceuticals 
is  one  of  only  two  manufacturers  li- 
censed by  the  U.S.  Drug  Enforce- 
ment Agency  to  produce  methylphe- 
nidate,  an  amphetamine  used  here 
mainly  to  treat  hyperactive  children. 
After  Taylor  raised  prices  for  the  drug 
and  improved  distribution,  last  year 
the  company  earned  about  $30  mil- 
lion, pretax,  on  sales  of  $75  million. 

The  big  drug  companies  are  begin- 
ning to  see  Medeva  as  a  way  to 
squeeze  more  sales  from  drugs  that 
don't  qualify  as  blockbusters.  Last 
year  Burroughs  Wellcome,  the  U.S. 
subsidiary  of  Britain's  Wellcome  Pic, 
decided  to  forgo  its  own  U.S.  sales 
force  and  use  Medeva  as  the  exclusive 
marketer  of  its  new  antihistamine 
drug.  Merck  &  Co.  also  sold  Medeva 
two  of  its  slower-selling  steroid  drugs 
for  respiratory  diseases  last  year. 
Terms:  $8  million  plus  royalties  from 
sales  by  Medeva. 

Taylor  paid  $12  million  for  the 
world  rights  to  a  small  Swiss  research 
company's  hepatitis  B  vaccine.  Me- 
deva then  took  up  the  patent  fight 
with  Boston-based  Biogen,  Inc.  The 
battle  has  ebbed  and  flowed,  but  Me- 
deva expects  to  begin  selling  the  vac- 
cine in  Europe  in  1996  and  in  the  U.S. 
in  1998.  Sales  could  hit  $100  million 
a  year  within  five  years,  according  to 
London  analyst  Mark  Brewer,  of 
Credit  Lyonnais  Laing. 

Coming  in  1995:  a  new  type  of 
inhaler  to  deliver  doses  of  the  best- 
selling  asthma  drug,  salbutamol. 
Glaxo  invented  the  drug,  but  its  U.S. 
patent  has  run  out.  Analyst  Brewer 
anticipates  annual  sales  of  $75  million 
for  the  new  salbutamol  inhaler. 

"Salbutamol  is  a  gold-standard 
drug,"  says  Taylor.  "Even  with  all  the 
money  being  spent  on  research,  I  just 
don't  see  a  better  asthma  treatment 
coming  along  for  the  next  20  or  30 
years.  But  it  is  possible,  especially  for 
an  entrepreneurial  company,  to  come 
up  with  better  ideas  on  how  to  deliver 
the  drug. 

"I  am  more  convinced  than  ever 
that  there's  still  fertile  ground  in  the 
pharmaceutical  business  for  newer, 
smaller  companies  like  Medeva."  M 
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Lufthansa  could  have 
called  on  any  bank  to  help  them 
further  privatize  in  October,  1994. 
But  then,  Lufthansa  doesn't  like 
turbulence.  So  they  called  their 
preferred  "Tower"  to  arrange  and 
lead  the  deal:  Dresdner  Bank. 

Needless  to  say,  they 
arrived  on  time  The  landing  was 
exceptionally  smooth.  Employing 
a  dynamic  network  that  stretches 
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This  is  the  tower 
called  for  a  be 


across  67  countries,  we  make  it 
our  business  to  help  other  busi- 
nesses prosper  -  worldwide. 

In  case  you  haven't  had 
a  chance  to  get  to  know  us  in  the 
last  122  years,  it's  time  you  did. 


We're  not  only  the  second  larg, 
bank  in  a  country  known  for  laa 
banks  -  Germany  -  we're  a  t   s 
Universal    Bank:    We    have 
right  people  (i.e.   46,500  skil 
specialists).   We   have  the  cl ; ; 
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Lufthansa 
takeoff. 


.  Every  fifth  DM  earmarked 
foreign  trade  with  Germany 
ises  our  "borders"  first).  And 
have  the  wherewithal  to  meet 
r  objectives.  Moreover,  we 
n  in  nearly  a  100  languages. 


Our  vast  resources 
and  experience  can 
help  you  tap  a 
world  of  opportu- 
nities. Whether  they 
are  in  the  up-and-coming  markets 
of  Eastern  Europe.  Or  right  in  your 
own  backyard:  North  America. 


Call  "The  Tower"  to  avoid 
financial  turbulence.  Lufthansa  did. 
And  now  their  tickets  aren't  the 
only  first-class  investments  they 
offer.  Together  we  can  find  ways 
to  help  you  start,  expand  or  en- 
hance your  business.  Just  phone 
(212)  574-0  100. 
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Dresdner  Bank 


New  York  ■  Chicago  •  Los  Angeles  ■  Mexico  City  ■  Toronto 


Only  1  Medicare  client  in  12 
belongs  to  an  HMO.  Why? 

"All  this 


for  nothing?" 


By  Suzanne  Oliver 


nursing  facility  or  home  care.  HMOs 
can  ignore  Medicare  red  tape  such  as 
requiring  patients  to  spend  three 
days  in  the  hospital  before  receiving 
home  care. 

An  authoritative  study  shows  that 
hmos  achieved  the  same  in-patient 
outcomes  as  fee-for-service  facilities. 
It  also  found  that  hmos  increased  the 
odds  that  a  beneficiary  receives  an 
annual  physical  examination. 

hmos  can  also  widen  the  range  of 
doctors  available  to  Medicare  pa- 
tients. "I  couldn't  find  a  gynecologist 
who  would  see  a  Medicare  patient," 
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Domenic  DeFalco,  a  79-year-old 
retired  grocer,  showed  up  at  Oxford 
Health  Plans'  presentation  at  the  St. 
George  Clipper  diner  on  Staten  Is- 
land, N.Y.  He  went  for  the  free  break- 
fast, but  by  the  time  he  had  finished 
his  bagels,  he  was  ready  to  sign  up. 

Oxford  Health  Plans,  a  Norwalk, 
Conn. -based  health  maintenance  or- 
ganization, was  pitching  a  health  plan 
that  offered  DeFalco  unlimited  hospi- 
talization, a  $500  annual  drug  benefit 
and  $10  doctor  visits  with  no  premi- 
um and  nc  deductible.  The  usual,  fee- 
reimbursci  -nt  variety  of  Medicare 
covers  limitc  1  hospitalization  and  no 
prescription  drugs. 

"All  this  for  nothing?"  thought 
DeFalco.  "It  can't  be  true." 

But  it  was  true.  By  signing  on, 
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DeFalco  and  his  75 -year-old  wife, 
Viola,  saved  the  $1,380  they  were 
spending  on  a  supplemental  Medicare 
insurance  policy  and  another  $500 
apiece  of  what  they  were  spending  on 
cholesterol-lowering  drugs. 

How  can  Oxford  offer  the  DeFal- 
cos  such  a  sweet  deal  and  still  make  a 
profit?  For  the  same  reason  it  and 
other  hmos  can  cut  insurance  costs  in 
the  private  sector:  They  restore  some 
sanity  to  the  open-ended  costs  of  fee- 
for-service  medicine. 

As  a  Medicare  substitute,  the  Ox- 
ford HMO  plan  cuts  costs  by  encourag- 
ing preventive  care,  reducing  hospital 
stays  and  avoiding  Medicare  red  tape. 
HMOs  have  shown  they  can  cut  hospi- 
tal stays  by  17%  on  average  for  Medi- 
care   patients,   substituting   cheaper 
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Retirees  meet 
at  a  diner  where 
an  Oxford  Health 
Plans  representative 
pitches  Oxford's 
Medicare  plan 
Just  in  the  New 
York  City  area, 
3,000  new 
members 
a  month 
are  signing  up. 


says  Dr.  Michael  Kramer,  a  Manhat-  j  doto 
tan  doctor  who  joined  Oxford's  net-  •< 
work.  But  gynecologists  in  Oxford's  > 
network  are  happy  to  see  Oxford's 
Medicare  clients  because  Oxford  pays* 
better  than  the  government. 

Given  the  savings  and  superior  ser 
vice,  the  government  should  be  tryingi: 
to  expand  HMO  use  by  Medicare  re 
cipients.  It  isn't.  Instead,  it  has  set  upt 
rules  that  render  most  of  the  country 
unattractive  to  hmos.  Medicare  rules 
dictate  an  HMO  can  be  paid  95%  of 
what   Medicare    estimates   it   would 
spend  on  each  beneficiary  in  a  fee-for- 
service  setting.  The  rates  are  set  coun- 
ty  by   county   based   on    Medicare 
spending  in  that  county  over  the  most 
recent  five  years  for  which  data  are 
available.  This  fixed  formula  yields 


Forbes  ■  January  16,  1995 


net 


pnvatc  1 


Hon."! 


forkK, 


i 


thrci 


lines 

dtb 


]  HMO  rates  ranging  from  S8,086  a  year 
per  beneficiary  in  Staten  Island,  N.Y. 
to  S2,459  in  Costilla  Count}',  Colo. 

Thus,  Oxford  wants  the  DeFalcos 
because  they  live  on  Staten  Island, 

a  where  Medicare  pays  maximum  rates. 

0  If  the  DeFalcos  lived  in  Colorado,  an 
HMO  would  be  reluctant  to  accept  the 
stingy  rates  Medicare  pays  there.  Re- 
sult: Nationwide,  only  a  twelfth  of  all 
Medicare  participants  are  in  HMOs. 
This  harms  both  Medicare  clients  and 
taxpayers. 

Even  the  savings  to  the  govern- 
ment from  the  95%  formula  is  illusory. 
That's  because,  even  though  Medi- 
:are  HMOs  have  to  offer  the  same  deal 
:o  all  comers  in  a  given  county  and 
:annot  turn  down  applicants,  there  is 
natural    self- selection    going    on. 


Among  Medicare  patients, 
HMOs  cut  hospital  stays 

by  17%. 


Healthier  patients  are  more  willing  to 
rive  up  their  regular  doctors  and  join 
In  HMO.  Thus,  the  government  is  left 
with  the  sicker  patients  in  places  like 
Staten  Island.  Indeed,  says  Randall 
Brown  of  Mathematica  Policy  Re- 
search, because  of  this  winnowing 
process,  the  hmo  option  probably 
bushes  up  Medicare  spending  6%  for 
Medicare  HMO  enrollees  in  those 
ounties. 

What  could  the  federal  government 

io  to  persuade  more  Medicare  clients 

:cI  :o  join  HMOsr   Enact  legislation  to 

jpen  the  Medicare  hmo  business  to 

ompetitive  bidding,  just  as  corpora- 

'!  ions  do.  "I  could  do  better  in  terms 

>f  price  if  I  could  sit  down  with  the 

iMOs  in  an  area  and  play  them  off  one 

ia  mother,  which  is  essentially  the  way 

K  «  >rivate  buyers  do  it,"  says  Bruce  Vlad- 

seii  xk,  administrator  of  the  Health  Care 

Financing  Administration,  which  ad- 

-*  ninisters  Medicare. 

Having  said  this,  Vladeck  admits  he 
u  s  dreaming:  "It  is  hard  for  govern- 
•0  nent  agencies  to  do  that.  Legislators 
:ott  ire  too  afraid  of  favoritism  or  corrup- 
dka  ion."  Too  bad  that  the  media  aren't 
$  is  diligent  in  pursuing  large-scale 
itai  government  waste  as  in  chasing  petty 
x   :orruption.  WM 
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A  lot  of  money  was  lost  building  private  toll  roads 
in  the  19th  century.  There  is  every  reason  to  believe 
that  the  idea  will  fare  a  lot  better  in  the  21st  century. 

Bringing  back 
the  turnpikes 


By  Peter  Samuel 

On  both  sides  of  America  an  old  idea 
is  being  revived  to  get  roads  built 
without  further  straining  public  fi- 
nances. By  the  end  of  1995  private 
sector  toll  roads  are  due  to  open  in 
Loudoun  County,  Va.  and  Orange 
County,  Calif. 

The  $126  million  California  proj- 
ect involves  four  new  highway  lanes 
10  miles  long  in  the  median  of  the 
Riverside  Freeway.  The  freeway  is  a 
heavily  congested  eight-lane  link  be- 
tween the  bedroom  communities  of 


Riverside  County  on  the  eastern  end 
and  Orange  County  and  Los  Angeles 
to  the  west. 

Using  the  freeway  during  rush 
hours  means  stop-and-go  driving  and 
endless  frustration,  making  commut- 
ing a  nightmare.  When  the  tollway  is 
built  down  its  middle,  those  willing  to 
pay  will  be  guaranteed  a  smooth  trip 
and  up  to  30  minutes  saved.  The  toll 
road  is  to  be  a  passenger-vehicle-only 
facility  that  will  bill  motorists'  prepaid 
transponder  accounts  by  radio  signal, 


Construction  under  way  on  SR-91 

Time-variable  pricing  will  guarantee  a  fast  ride  on  a  private  toll  road 

down  the  middle  of  the  congested  Riverside  Freeway  in  Orange  County,  Calif. 
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Private  toll  roads 


so  there  won't  be  any  toll  booths  to 
slow  traffic.  As  a  kind  of  limiting 
device,  programmable  toll  rate  signs 
at  the  entrywav  to  the  express  lanes 
will  be  changed  often  as  traffic  on  the 
tolhvay  waxes  and  wanes.  During  the 
rush  hour,  driving  it  may  cost  $2.50, 
and  in  off-hours  as  little  as  25  cents. 

On  the  East  Coast,  the  $325  mil- 
lion Loudoun  County,  Va.  toll  road  is 
being  built  west  of  Washington's 
Dulles  Airport,  14  miles  out  to  Lees- 
burg,  population  19,000.  This  proj- 
ect is  a  statement  of  faith,  for  it  runs 
through  relatively  undeveloped 
countryside  and,  skeptics  say,  for 
most  of  the  rest  of  this  century  it  will 
be  pretty  safe  for  the  foxes  and  rabbits 
to  cross  it.  But  development  is  com- 
ing this  way,  and  the  new  highway  is 


Despite  difficulties, 
the  toll  road  movement 
is  on  the  move. 


certain  to  help  it  along.  In  a  sense  this 
road  is  like  the  western  railroads  con- 
structed in  the  last  century,  which 
were  built  through  largely  open  coun- 
try that  the  rails  helped  fill  up. 

It  is  assumed  that  the  California 
project  will  be  profitable  from  the  day 
it  opens.  The  Virginia  project  is  more 
on  the  come.  "SR-91  is  the  kind  of 
project  that  will  make  money  right 
away,"  says  Barry  Gold,  who  arranged 
the  financing  for  the  $126  million 
California  project  at  Citibank  and  at 
Lehman  Brothers,  where  he  now 
works.  Gold  raised  $65  million  in  14- 
year  variable-rate  bank  loans,  drawing 
on  Citibank  as  well  as  two  French 
banks,  bnp  and  Societe  Generale.  An- 
other $35  million  in  24-year  debt  is 
now  held  by  Cigna.  Equity  in  the 
project,  $26  million,  was  provided  by 
California  Private  Transportation 
Co.,  a  limited  partnership  led  by  Peter 
Kiewit  Sons',  Inc.  (Forbes,  Oct.  24, 
1994),  the  large  Omaha-based  con- 
struction company;  limited  partners 
are  Granite  Construction  Inc.,  a  Wat- 
sonville,  Calif,  builder,  and  Cofiroute 
Corp.,  a  French  toll  road  company. 

The  Virginia  road,  certain  to  run  in 
the  red  for  at  least  several  years,  was 
more  difficult  to  sell  to  lenders.  Gold- 
man, Sachs  couldn't  do  the  deal,  and 
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several  others  failed  as  well.  Banks 
wouldn't  lend  because  they  don't  like 
to  go  out  for  more  than  12  years  and 
this  project  needed  longer-term  mon- 
ey. The  sponsors,  Toll  Road  Investors 
Partnership  II  L.P.  (trip  II),  finally 
hired  a  local  firm,  CO  Pace  Re- 
sources Inc.  of  Fairfax,  Va.,  that  has 
specialized  in  novel  financing  for  co- 
generation  projects  and  gas  pipelines. 
Pace  brought  in  a  number  of  insur- 
ance companies,  including  three  lead 
companies — Cigna,  Prudential  and 
John  Hancock — for  $193  million  in 
32.5-year  and  $86  million  in  29-year 
loans.  But  they  did  so  only  after  the 
equity  partners  added  $40  million  of 
"standby  equity"  to  the  $40  million 
of  cash  equity  that  they  had  already 
contributed. 

The  equity  partners  in  Toll  Road 
Investors  are  Shenandoah  Greenway 
Corp.,  the  family  company  of  Dover 
Corp.  heiress  Magalen  Bryant;  an 
Italian  toll  road  company,  Autostrade 
International  SpA;  and  road  builder 
Brown  &  Root,  of  Houston.  The 
Bryants  have  put  $50  million  of  family 
assets  at  risk.  Magalen  Bryant's  son, 
Michael  Crane,  who  is  chief  execu- 
tive, says  there's  no  way  the  family 
would  go  through  such  hellish  pro- 
tracted negotiations  again. 

At  last  the  road,  Dulles  Greenway, 
is  going  forward.  From  a  collection  of 
trailers  housing  all  the  contractors, 
Charles  Williams,  a  former  major  gen- 
eral in  the  U.S.  Army  Corps  of  Engi- 
neers, directs  a  10-hour-a-day,  six- 
day-a-week  campaign  involving  500 
workers  and  250  machines  building 
some  36  bridges  and  14  miles  of  dual 
expressway.  Fifteen  months  into  the 
job,  they  are  over  three-quarters  done 
and  may  well  beat  SR-91  to  opening 
ceremonies. 

Will  these  projects  make  good 
money  for  the  equity  owners?  The 
precedents  aren't  entirely  reassuring. 
In  the  early  days  of  the  republic, 
private  tollways  provided  the  main 
form  of  intercity  transportation.  By 
some  estimates,  more  than  a  third  of 
the  corporations  formed  in  the  first 
half  of  the  last  century  were  tollways. 
Some  involving  wooden  plank  con- 
truction  were  hailed  as  a  great  techno- 
logical breakthrough  and  hyped  as 
terrific  moneymakers.  But  few  made 
much  money  and  many  went  broke. 
The  old  Leesburg  Pike  from  Alexan- 


Michael  Crane  of 
Toll  Road  Investors 
Partnership 
Getting  his 
$325  million 
toll  road  in 
Loudoun  County, 
Va.  to  construction 
involved 
"hellish" 
red  tape. 


dria  was  incorporated  in  1809  with  a 
capitalization  of  $84,000,  opened  in 
1820  and  paid  dividends  in  only  6  of 
the  27  years  it  operated.  The  com- 
bined dividends  represented  an  annu- 
al return  of  well  under  1%  on  the 
investment. 

The  old  Leesburg  Pike  had  its  high 
year  for  tolls  in  1822 — $5,475 — and 
after  that  went  slowly  downhill  to 
$1,361  in  1838.  Toll  keepers' average 
wages  (there  were  two  to  three)  were 
$150  a  year,  the  treasurer  took  2%  of 
tolls,  and  the  president  of  the  compa- 
ny made  do  with  $100.  There  was  a 
superintendent  until  1834,  when  he 
was  apparently  let  go  as  an  economy 
measure. 

Cheaters  got  around  tollgates.  And 
competing  technology — the  steam 
railroad — came  along  to  supplant  the 
dirt  pikes.  Governments  were  fickle 
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a giving  way  to  pressures  to  exempt 
various  classes  of  travelers  from  tolls. 
'Already  SR-91  has  made  a  conces- 
sion by  proposing  free  rides  to  car 
coolers.) 

The  red  tape  involved  in  building 
20th-century  toll  roads  is  even  more 
ntimidating  than  the  precedents.  SR- 

|  ?1  cost  more  than  S7  million  in  stud- 
es,  lawyers'  and  consultants'  fees,  and 

■l(  itaff  time.  The  franchise  agreement  is 
i  book  of  155  pages.  The  Virginia 

0  aroject  was  even  worse — seven  years 

"2  ind     preconstruction     development 

rostsof  S68  million. 

Not  surprisingly,  prospective  inves- 

are  treading  warily.  Marie  Fiora- 

"nonti,  senior  vice  president  at  Pru- 

J"  dential  Insurance  Co.  of  America,  says 

-^lier  company  has  looked  at  a  number 
)f  other  toll  roads  in  the  U.S.  and 
Mexico.  "Some  we  haven't  rejected. 


1  :ors 


They  just  aren't  ready.  We  liked  the 
Dulles  highway  best  of  those  that 
were  ready.  The  Dulles  corridor  is  in 
an  area  with  a  lot  of  growth  potential, 
and  since  there  is  already  a  successful 
toll  road  halfway  there,  we  know  our 
potential  customers  are  willing  to  pay 
tolls.  Elsewhere  you  can't  be  so  sure 
of  how  tolls  will  be  accepted."  Thus, 
she  says,  Prudential  declined  to  par- 
ticipate in  SR-91  because  it  was  wor- 
ried about  the  southern  California 
economy,  among  other  things. 

But  times  are  changing  and  voters 
are  beginning  to  realize  private  enter- 
prise can  do  things  more  effectively 
than  government  can — something 
people  did  not  yet  understand  in  the 
19th  century,  to  say  nothing  of  most  of 
the  20th  century.  Moreover,  people 
are  starting  to  understand  that  roads 
and  other  facilities  built  with  govern- 


ment money  aren't  really 
"free."  They  are  paid  for 
with  taxes.  There's  a  lot  to 
be  said  for  paying  tolls  rather 
than  taxes.  With  modern 
electronics  it  is  simple  to  use 
variable  tolls  as  an  instru- 
ment to  regulate  traffic  flow. 
What  about  red  tape? 
Robert  Martinez,  Virgin- 
ia's secretary  of  transporta- 
tion, says  he  wouldn't  put 
anyone  through  what  the 
Dulles  roadway  organizers 
were  put  through.  His  ad- 
ministration is  supporting  a 
bill  to  exempt  future  proj- 
ects from  utility-style 
regulation. 

Certainly  the  need  for 
private  road  building  capital 
is  there.  Texas  Transporta- 
tion Institute,  which  sur- 
veys gridlock  annually  from 
Federal  Highway  Adminis- 
tration data,  says  the  50 
leading  U.S.  cities  for  which 
it  examines  data  are  adding 
only  1,016  lane/miles  of 
freeway  a  year,  compared 
with  the  1,680  needed  an- 
nually just  to  stop  conges- 
tion from  getting  worse.  In 
1991,  the  latest  year  for 
which  estimates  are  avail- 
able, congestion  wasted  4.6 
billion  gallons  of  gasoline 
and  cost  motorists  in  total 
$44  billion. 
So,  despite  the  difficulties,  the  toll 
road  movement  is  on  the  move.  Cali- 
fornia Transportation  Department's 
Carl  Williams  says  two  more  private 
toll  road  projects  are  well  on  the  way  to 
construction.  By  the  end  of  this  year, 
he  says,  work  should  start  on  SR- 1 2  5 ,  a 
12-mile  tollway  east  of  San  Diego  to 
the  Otay  Mesa  border  crossing  to 
Mexico.  And  sometime  afterwards,  he 
foresees  a  start  on  SR-57,  10  miles  of 
private  expressway  elevated  atop  the 
Santa  Ana  flood  channel  in  the  middle 
of  a  built-up  area  in  Orange  County. 

Washington  State  is  negotiating 
private  franchises  on  a  bunch  of  major 
bridge  and  highway  enlargement 
projects  in  the  Seattle-Tacoma  metro 
area.  Washington  State  is  even  negoti- 
ating a  private  contract  to  phase  in 
time-variable  tolls  on  major  highways 
in  the  metro  area.  fll 
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The  welfare  of  children  is  being  sacrificed 
to  politics  and  to  the  resentments  of  adults. 

Children 
as  footballs 


BY  THOMAS  SOWELL 

__^ 
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Dr.  Thomas  Sowell  is  an  economist 

and  a  senior  fellow  at  the  Hoover  Institution 

in  Stanford,  Calif. 


Orphans  and  orphanages  have  been 
in  the  news  recently  on  both  sides  of 
the  Atlantic.  Western  couples  on  their 
way  to  Russia  to  adopt  Russian  orphans 
have  suddenly  been  told  that  a  new 
policy  puts  these  adoptions  on  hold. 
No  one  knows  when — if  ever — they 
will  be  allowed  to  adopt  the  children 
they  were  once  told  were  now  ready  for 
them  to  take  into  their  homes. 

Russian  nationalists  do  not  like  hav- 
ing Americans  or  other  Europeans 
adopting  their  children.  Children's  op- 
portunities for  a  normal  home  and 
family  are  being  sacrificed  to  the  embar- 
rassments and  resentments  of  adults. 

It  has  long  been  the  same  story  in 
the  United  States,  where  minority 
social  workers  and  politicians  have 
not  only  prevented  white  couples 
from  adopting  minority  children,  but 
have  even  devastated  these  children's 
lives  by  ripping  them  away  from  white 
foster  parents  who  are  often  the  only 
parents  they  have  ever  known. 

Using  children  as  political  footballs 
is  even  uglier  than  most  of  the  ugly 
things  that  happen  in  politics.  After 
House  Speaker-elect  Newt  Gin- 
grich's discussions  of  welfare  reform 
options,  so  many  politicians  and  edi- 
torial writers  have  seized  upon  the 
word  "orphanage"  to  make  political 
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hay  that  there  is  little  hope  of  a  ratio- 
nal public  discussion  of  the  very  seri- 
ous issues  involved  in  our  present 
welfare  tragedy. 

At  the  heart  of  that  tragedy  is  chil- 
dren having  children.  Babies  born  to 
teenage  girls,  whether  black  or  white, 
have  lower  birth  weights,  lower  iqs, 
and  a  greater  chance  of  being  prema- 
ture or  of  dying  in  infancy.  These 
children  are  also  more  likely  to  be 
neglected  or  abused,  and  in  later  life 
to  become  problems  or  disasters  to 
those  around  them. 

It  would  be  Utopian  to  think  that 
there  is  some  easy  way  out  of  all  this, 
with  no  one  getting  hurt.  Plenty  of 
people  are  being  hurt  badly  as  things 
stand  now.  The  big  question  is: 
Which  way  will  the  pain  be  worse? 

Unfortunately,  the  media's  love  of 
dramatizing  individual  sob  stories 
may  make  it  impossible  to  make  a 
rational  choice.  If  a  successful  policy 
that  the  media  pundits  don't  like  pro- 
duces only  seven  people  who  are 
worse  off,  each  of  those  seven  people 
will  be  featured  on  television  news 
every  night  for  a  week — and  present- 
ed as  if  they  were  typical. 

As  long  as  irresponsible  teenage 
girls  get  an  automatic  subsidy  for 
having  babies,  there  is  little  hope  of 
changing  the  basic  pattern.  Nor  can 
we  realistically  expect  any  of  the  social 
miracles  that  are  so  freely  promised  by 
those  who  think  that  government 
programs  can  produce  "parenting 
skills."  The  very  phrase  itself  is  an 
evasion  of  the  bitter  reality  that  atti- 
tudes are  the  problem,  not  "skills." 

In  the  liberals'  world  of  "virtual 
reality,"  all  problems  are  caused  by 
things  beyond  the  individual's  con- 
trol— and  can  be  solved  by  having 
government  come  to  the  rescue  with 
the  taxpayers'  money  and  the  social 
programs    of  the    anointed.    When 


mothers  are  too  irresponsible  to  get 
their  children  vaccinated,  this  be- 
comes transformed  into  a  question  of 
cost,  of  "access,"  or  anything  other 
than  what  it  is. 

How  do  you  ensure  that  children 
get  taken  care  of  without  giving  their 
mothers  a  free  ride?  There  are  any 
number  of  possibilities  that  could  be 
explored,  with  orphanages  being  a 
last  resort  for  the  worst  cases. 

Nobody  believes  that  an  orphanage 
is  better  than  a  normal  home.  But  we 
have  to  make  our  choices  among  the 
alternatives  actually  available — and 
some  of  those  alternatives  are  pretty 
hideous.  In  some  cases,  a  normal 
home  is  nowhere  on  the  horizon  and 
an  orphanage  may  be  the  best  of  a  bad 
set  of  options. 

It  is  either  silly  or  dishonest  to 
compare  the  cost  of  caring  for  a  child 
in  an  orphanage  with  the  cost  of  a  year 
of  college,  as  some  clever  people  are 
doing.  That  same  ridiculous  compari- 
son has  been  made  as  regards  the  cost 
of  keeping  someone  in  prison.  But 
these  are  not  the  alternatives. 

The  real  alternative  may  be  to  leave 
a  child  to  be  abused  by  a  rotten 
mother  and  to  grow  up  to  become  a 
lifelong   parasite   or   criminal.    It   is 


At  the  heart  of  the 
welfare  tragedy  is  children 
having  children. 

worth  paying  a  lot  to  avoid  that. 

Hillary  Clinton's  claim  that  pro- 
posed welfare  reforms  would  mean 
putting  children  in  orphanages  be- 
cause their  mothers  cannot  find  jobs  is 
more  of  the  liberals'  virtual  reality. 
Nobody  advocates  any  such  thing  and 
it  is  truly  stretching  the  imagination 
to  conjure  up  a  picture  of  alcoholic, 
abusive  and  irresponsible  girls  trudg- 
ing bravely  from  employer  to  employ- 
er, looking  in  vain  for  work. 

Nobody  wants  children  to  suffer. 
The  only  question  is  which  way  they 
will  suffer  more.  That  is  a  tough  ques- 
tion and  finding  some  viable  answers 
will  require  some  very  careful  study, 
soul-searching  and  hard  choices. 

Virtual  reality,  political  cheap  shots 
and  individual  sob  stories  are  not 
going  to  help.  I 
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Probably  the  new 


960  FROM  VOLVO 


Driver  and  passenger-side  supplemental  restraint  system 
(air  hag  and  knee  bolster) 

Four-wheel  power-assisted  disc  brakes  with 
anti-lock  braking  system  (ABS) 

Side  Impact  Protection  System  (SIPS) 

Daytime  Running  Lights 

Electronic  Climate  Control  (CFC-free) 

8-way  power  adjustable  driver's  and  front  passenger  seats 
with  3-position  memory  on  driver's  seat 

Leather-faced  seats  and  leather-wrapped  steering  wheel 

100-watt  "Premium  Sound"  cassette  stereo  with  CD  capability 

Power  slide/tilt  glass  sunroof 


For  more  information 

and  a  free  video, 
call  1-800-960-9988. 


= 


^    a, 
|    E 


2.9  liter,  6-cylinder,  light  alloy,  24-valve  engine 

Electronically  controlled  4-speed  automatic  transmission 
with  selectable  shift  modes  (Economy/Sport/Winter) 

Automatic  Locking  Differential 

MacPherson  strut  independent  front  suspension 

Multilink  independent  rear  suspension 

Power-assisted  rack  and  pinion  steering 

Alloy  wheels  and  all-season  radial  tires 

Four-year/50, 000-mile  new  vehicle  warranty* 

24-hour  On-Call  roadside  assistance** 
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Drive  safely. 


VOLVO 


[To  be  a  really  successful  investor,  says  Sir  John  Templeton, 
/ou  must  master  a  simple  but  counterintuitive  principle. 
He  calls  it . . . 

The  principle 

of  maximum  pessimism 


/o 


iy  Lawrence  Minard 

Vay  back  in  the  1950s,  long  before  it  became  fashion- 
ible — or  even  conceivable  to  most  people — Sir  John 
Templeton  and  his  Templeton  funds  were  scouring  the 
:ntire  world  for  investment  opportunities.  Let  others  be 
lidebound  in  their  beliefs  that  the  U.S.  was  the  only  safe 
>lace  to  invest.  Thus  were  the  Templeton  funds  early  and 
lighiy  successful  investors  in  Japan  as  far  back  as  the  mid- 
9605,  long  before  anyone  thought  that  the  island  nation 
vould  become  an  economic  powerhouse.  In  the  early 
980s  Templeton  invested  heavily  in  Mexico,  another 
.stounding  pioneering  feat. 
It's  no  stretch  to  say  that  there  is  a  strong  connection 
tween  Templeton's  willingness  to  venture  abroad  and 
lifelong  interest  in  things  of  the  spirit:  If  all  human 
ings  are  fundamentally  brothers,  why  shouldn't  Japan 
r  Latin  America  be  as  good  a  place  to  invest  as  the  U.S.? 
s  sense  of  ultimate  humanity  made  Templeton  a 
ioneer  in  allocating  assets  around  the  world,  according  to 
here  he  and  his  associates  perceived  the  best  investments 
exist. 

It  was  Japanese  stocks  in  the  mid-1960s  when  the 
ikkei  index  was  around  1,500;  even  after  a  50%  fall  from 
December  1989  peak,  the  Tokyo  index  is  now  at 
9,711.  But  he  would  concentrate  in  the  U.S.  market 
en  he  thought  it  relatively  cheap.  In  November  1978 
empleton  urged  Forbes  readers  to  follow  his  lead  in 
ying  shares  of  Ford  Motor  Co.  (Nov.  27,  1978),  at  a 
e  when  many  people  thought  Ford  was  heading 
ght  for  Chapter  11.  Ford  has  since  appreciated 
yfold.  Templeton  early  on  developed  an  ability  to  see 
e  world  as  a  whole,  not  as  a  collection  of  pieces. 
This  sense  of  global  citizenship  has  served  Templeton's 
nts  well.  A  SI 0,000  investment  in  the  Templeton 
rowth  Fund  when  it  was  started  in  1954  has  compound- 
d  to  over  S2.3  million  (assuming  steady  reinvestment  of 
ividends  and  capital  gains  distributions).  Compound  rate 
return  over  40  years:  17%  per  annum. 
We  interviewed  him  last  month  in  the  airy  living  room  of 
White  Columns,"  his  hilltop  mansion  in  lush  Lyford 
ay,  the  Bahamas.  The  Winchester,  Tenn.-born  John 
ks  Templeton — a  British  subject  now  and  knighted  by 
een  Elizabeth — no  longer  runs  the  Templeton  funds 
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Sir  John  Templeton 


Compounding 
power 


10/89 
Junk  bonds 
plunge 


8/90  Iraq  invades  Kuwait 


10/87 
H/79  Black  Monday 

Iranian  students  seize 
U.S.  Embassy  in  Teheran 


Richard  Nixon  takes 
U.S.  off  gold  standard 

11/63 

Assassination  of 
John  F.  Kennedy 
8/61 

Construction  of  the 
Berlin  Wall  begins 

7/56 
Start  of 
Suez  crisis 


Total  value  of  $10,000 
invested  in  Templeton 
Growth  Fund  in  January  1955 
(Sthousands,  ratio  scale) 

"Assumes  reinvestment  of  dividends  and  capita!  gains  distributions. 
Source:  Templeton  Growth  Fund 


Throughout  his  career  Templeton  has  bought  stocks  in  the  face  of 
despairing  news.  "This  is  not  an  especially  easy  time  to  invest," 
says  Templeton  today,  "but  neither  is  it  especially  hard." 


where  the  outlook  is  best.  You  look 
for  a  job  in  an  industry  with  a  good 
future,  or  build  a  factory  where  the 
prospects  are  best.  But  my  contention 
is  if  you're  selecting  publicly  traded 
investments,  you  have  to  do  the  op- 
posite. You're  trying  to  buy  a  share  at 
the  lowest  possible  price  in  relation  to 
what  that  corporation  is  worth.  And 
there's  only  one  reason  a  share  goes  to 
a  bargain  price:  Because  other  people 
are  selling.  There  is  no  other  reason. 

"To  get  a  bargain  price,  you've  got 
to  look  for  where  the  public  is  most 
frightened  and  pessimistic." 

Not  many  of  us  are  temperamental- 
ly equipped  to  buy  into  a  country 
when  the  mobs  are  in  the  streets  or  the 
currency  is  collapsing  amid  runaway 
inflation.  Templeton  grants  it:  The  art 
of  successful  investment  is  counterin- 
tuitive. The  time  to  buy  is  when  every- 
one is  scared  and  you  are  a  bit  scared 
yourself.  Templeton  cites  Peru.  A  de- 
cade back  the  country  was  a  mess. 
Those  mystical  Marxists/Maoists,  the 
Shining  Path,  held  the  country  in 
terror.  Money  and  middle-class  peo- 
ple were  fleeing  the  country. 


and  their  $35  billion  in  assets,  having  sold  the  manage- 
ment company  to  the  Franklin  Group  in  1992.  But  fit  and 
sharp  at  82,  he  still  follows  markets  avidly  even  while 
devoting  much  of  his  time  to  promoting  his  passion  for 
encouraging  people  to  take  more  interest  in  the  spiritual 
side  of  life  (see  box,  p.  71). 

When  we  last  featured  Templeton  on  our  cover,  in 
1978,  the  Dow  industrials  were  around  800,  the  economy 
was  stagflating  and  some  business  publications  were  pro- 
claiming the  death  of  equities.  Templeton's  advice  was 
unequivocal:  Buy  U.S.  stocks.  They  were  then  among  the 
cheapest  in  the  world.  If  U.S.  stocks  did  no  more  than  get 
back  to  their  traditional  levels  of  around  14  times  earnings, 
we  would  have  a  Dow  of  around  2800  by  1986.  That's 
what  he  said.  It  sounded  ridiculous  at  the  time.  Smart 
people  were  buying  gold  and  collectibles  and  real  estate, 
not  stocks. 

Would  stocks  ever  get  that  high  again?  They  always  do, 
was  Templeton's  calm  answer.  And  indeed  they  did. 

But  it's  1995  and  U.S.  stocks  are  no  longer  cheap  by 
historical  standards.  On  the  other  hand,  the  economy 
looks  pretty  strong.  So,  of  course,  we  asked  John  Temple- 
ton: Where  are  the  good  buys  now? 

"People  are  always  asking  me  where  is  the  outlook 
good,  but  that's  the  wrong  question,"  he  responds.  "The 
right  question  is:  Where  is  the  outlook  the  most  misera- 
ble?" Templeion  calls  this  approach  to  investing  "the 
principle  of  maximum  pessimism."  Others  might  call  it 
contrarianism.  He  explains  it  this  way: 

"In  almost  every  activity  of  normal  life  people  try  to  go 
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In  the  mid-1980s  Templeton  became  intrigued  by 
Peru.  He  knew  his  history  and  remembered  that  in  the 
1930s  this  natural-resource-rich  country  had  an  active 
stock  market — bigger,  in  fact,  than  Japan's  at  the  time.  But 
by  1985  the  combined  value  of  all  publicly  traded  Peruvian 
stocks  came  to  less  than  $400  million,  about  the  capitaliza- 
tion of  one  midsize  U.S.  biotech  stock. "That  was  for  me  a 
point  of  maximum  pessimism,"  says  Templeton. 

He  hired  a  New  York  investment  professional,  Peter 
Gruber,  to  spend  several  months  in  Lima,  figuring  which 
stocks  to  buy  and  how  to  buy  them.  At  the  time,  foreigners 
were  barred  from  the  Peruvian  market,  so  Templeton 
formed  a  local  corporation  and  invested  around  $2  million 
of  his  personal  money  through  it. 

Lima's  Bolsa  de  Vaiores  index,  in  U.S.  dollar  terms,  was 
then  at  around  50.  Unexpectedly,  the  tide  turned  against 
the  killers  and  a  new  president  restored  confidence  in  the 
country.  A  few  years  ago  Templeton  began  to  pull  some  of 
his  profits  out  of  Lima.  The  Bolsa  index  was  over  1000 — 
up  twentyfold — and  on  its  way  to  a  recent  6800.  Current 
capitalization:  $8.2  billion.  Templeton's  $2  million  in- 
vestment probably  grew  to  well  over  $20  million. 

"Peru  is  a  good  illustration  that  when  you're  buying 
publicly  traded  investments,  you  have  to  do  the  opposite 
of  what  you  do  in  all  other  aspects  of  life,"  says  Templeton. 
"That's  why  successful  investing  is  so  difficult." 

Though  it  sounds  obvious  today,  investing  in  Japan  in 
the  early  1960s  was  no  less  difficult  than  in  Peru.  Recalls 
Templeton:  "The  Tokyo  market  was  selling  for  4  times 
earnings  and  U.$.  stocks  were  selling  at  16  times,  so 
Japanese  stocks  were  4  times  as  cheap  as  U.S.  stocks.  I  was 
able  to  buy  some  of  the  finest  Japanese  growth  companies 
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Better  buys  abroad 

Sir  John  Templeton 
withdrew  from  actively 
nanaging  the  Templeton 
Tiutual  funds  a  few  years 
igo,  turning  over  direc- 
:ion  of  flagship  Templeton 
3rowth  Fund  and  four 
3ther  funds  to  his  chosen 
.uccessor,  Mark 
rlolowesko,  now  34.  So  far 
Templeton  has  no  reason 
|.o  regret  his  choice  of  suc- 
cessors: Templeton 
growth  was  off  10%  in 
1990,  but  roared  back 
33%  in  1991  and  has  since 
limbed  another  38%. 
or  1994,  a  year  most  in- 
/estors  would  sooner  for- 
*et,  Templeton  Growth 
vill  show  a  slight  gain. 

Holowesko  agrees 
-vith  Templeton  that  a  bear 
narket  in  U.S.  stocks  is 
robably  around  the  cor- 
ler,  but  he  says  he's  find- 
ng  lots  of  bargains  abroad 
imong  the  860  stocks  he 
ind  his  analysts  follow  in  38 
:ountries.  The  list  of 
-tocks  approved  for  his 
iinds  to  buy  has  grown 
"rom  80  names  a  year  ago  to 
180  today;  the  sell  list  has 
.hrunk  from  1 60  compa- 
nies to  about  70. 
;    "We  like  banks,  real  es- 
ate  investment  trusts, 
lome  builders,"  he  says. 
That's  because,  like  Tem- 
pleton, Holowesko  feels 
merest  rate  hikes  have 
ibout  run  their  course. 
Te  mentions  four  Pacific 
<im  banks:  National  Aus- 
tralia Bank,  Australia  8c 
^ew  Zealand  Banking 
3roup,  Philippine  National 
iank  and  Hongkong  Sc 
Shanghai  Banking  Corp. 
iach  is  down  sharply 
rom  its  1994  high  and  pays 
i  cash  dividend  of  4%  or 
,nore.  Holowesko  has  also 
>een  buying  in  small 


quantities  two-  and  three- 
vear  Australian  govern- 
ment bonds,  now  yielding 
about  10%. 

In  the  wake  of  last 
year's  collapse  in  Chinese 
stocks,  Holowesko  added 
Hong  Kong- based  Sime 
Darby  Hong  Kong  Ltd. 
to  the  approved-to-buy  list. 
Sime  Darby  is  25%  off  its 
1994  high,  but,  among 
other  things,  it  owns  the 


Caterpillar  franchise  for  the 
east  coast  of  China;  this 
should  be  pure  gold  once 
China's  bureaucrats  stop 
bickering  and  infrastruc- 
ture projects  get  rolling 
again.  Currently  priced  at 
SHK9  a  share,  Sime  Dar- 
by pays  an  1 1%  dividend 
and  trades  at  7.5  times 
last  year's  earnings — and  at 
2.5  times  Holowesko's 
estimate  of  earnings  over 
the  next  five-year  cycle. 

In  Europe  Holowesko 
has  been  buying  dsm  nv,  a 
Dutch  petrochemical  re- 
finer, and  Volvo  (Forbes, 
Dec.  19,  1994).  The  car- 
maker, he  notes,  sells  for 
2V2  times  its  operating 
income. 

Although  he  antici- 
pates weakness  in  U.S.  mar- 
kets after  so  many  bull 
years,  Holowesko  has 
about  one-third  of  his 
portfolio  committed  here. 
Among  the  U.S.  stocks 


he  likes  is  Merrill  Lynch;  he 
was  buying  the  broker  be- 
fore the  Orange  County  fi- 
asco exploded,  and  used 
the  bad  news  to  buy 
more — maximum  pessi- 
mism. He  has  been  buying 
two  U.S.  companies  that 
are  proxies  for  growth  in 
emerging  markets: 
Boeing  and  insurance  giant 
American  International 
Group. 


Mark  Holowesko, 
the  Templeton  funds' 
director  of  research 
He  worries  that 
liquidity  will  dry  up 
and  bring  on  a 
bear  market,  yet 
says  his  buy  list 
is  growing.  "We're 
bottom-up  stock 
pickers,"  he 
explains. 


Any  big  surprises?  Yes. 
Shipping.  "Very  de- 
pressed," he  says — more 
maximum  pessimism.  Yet 
world  trade  is  growing, 
few  new  ships  have  been 
built  and  the  cargo  fleet's 
average  age  has  advanced  to 
the  high  teens,  only  a  few 
years  from  the  end  of  a  typi- 
cal ship's  useful  life. 
"What's  got  to  give  is  ship- 
ping rates,"  predicts 
Holowesko,  who  says  his 
buy  list  now  includes 
such  shipping  companies  as 
American  President  Cos. 
and  Nedlloyd  Lines. 

Given  the  Templeton 
views  about  the  likelihood 
of  higher  inflation  rates, 
it's  less  surprising  that 
Holowesko  is  fairly  heavi- 
ly committed  to  the  stocks 
of  companies  that  pro- 
duce commodities.  "A  lot 
of  commodity  prices  have 
recovered,  but  not  the 
stocks  of  the  producing 


companies,"  he  opines.  Oil 
companies  look  particu- 
larly attractive:  "Today  2 
billion  Indians  and  Chi- 
nese consume  1  barrel 
apiece  per  year.  In  Tai- 
wan, it's  1 1  barrels  per  capi- 
ta; in  the  U.S.,  33  barrels. 
If  India  and  China  get  to 
just  one-half  the  Taiwan- 
ese level,  the  incremental 
demand  would  equal 
OPEC's  entire  current  pro- 
duction." His  favorite  oil 
plays:  Royal  Dutch  Petro- 
leum for  conservative  ac- 
counts and  Texaco  for 
slightly  more  aggressive 
investors. 

Holowesko  thinks 
Russia  is  ripe  for  invest- 
ment— things  are  so  bad 
they  can  only  get  better. 
But  Russia  presents  a 
problem  for  him:  There  is 
no  stock  custody  system, 
and  Russian  securities  now 
available  are  actually  syn- 
thetic notes  issued  by  CS 
First  Boston,  Salomon 
Brothers  and  other  brokers 
active  in  Russia.  "Techni- 
cally those  securities  are 
derivatives,"  says 
Holowesko,  "and  my  funds 
are  not  allowed  to  buy 
derivatives."  In  the  spring  a 
Templeton  Russia  fund 
will  be  launched;  run  by 
Holowesko's  Hong 
Kong-based  colleague 
Mark  Mobius,  it  can  buy 
derivatives. 

Holowesko  echoes 
Templeton's  view  of  Japan: 
negative.  "Japan  used  to 
have  a  huge  cost-of-capital 
advantage,"  he  says,  "but 
now  their  cost  of  capital  is 
rising  and  the  returns  on 
capital  are  falling,  so  they're 
going  to  have  some  prob- 
lems. And  their  stocks  are 
too  expensive  anyway.  If 
you  show  me  a  Japanese 
stock  today,  I  can  show 
you  a  cheaper  stock  in  the 
same  industry  some- 
where else."        -L.M.  Bi 
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at  three  times  earnings.  I  was  criticized.  People  said, 
'Don't  yon  know  the  Japanese  market  is  a  mess,  with  a 
total  capitalization  less  than  ibm's?'  I  said  yes,  but  I'm  a 
bargain  hunter,  so  we  bought  for  several  years.  Then  years 
later  Tokyo  got  to  33  times  earnings,  and  we  found  better 
bargains  in  other  places." 

The  principle  of  maximum  pessimism  pointed  Temple- 
ton  to  Ford  Motor  in  1978.  In  those  days  Ford  was 
hemorrhaging  money;  the  stock  had  plunged  from  over  $6 
a  share  (adjusting  for  splits)  in  1972  to  $4  a  share  in 
November  1978.  But  Templeton  understood  the  automo- 
tive age  had  not  ended  and  that  Ford  would  remain  a  major 
player.  His  funds  accumulated  a  huge  position.  They  were 
early  and  bought  more  on  the  way  to  a  1982  low  of  $2  a 
share — then  watched  the  stock  run  to  $30  by  1988. 

Where  does  the  principle  of  maximum  pessimism  point 
as  1995  dawns?  Not  to  the  U.S.  John  Templeton  doesn't 
see  many  bargain-priced  U.S.  stocks,  not  after  almost  five 
years  of  nearly  straight- up  markets.  Though  he  is  too  wise  to 
try  calling  dates,  Templeton  suspects  New  York  is  about 
due  for  a  bear  market  if  we  are  not  already  in  one. 

What  about  those  collapsing  Mexican  stocks?  "I 
wouldn't  be  in  a  hurry  on  Mexico,"  Templeton  counsels. 
"When  something  happens  so  suddenly  and  sharply,  the 
low  point  usually  isn't  reached  for  several  weeks  or 
months.  It  takes  people  a  while  to  recover  their  nerve." 

But  scanning  the  world  horizon,  he  does  see  some 
bargains.  He  ticks  off  a  few:  Australian  real  estate  invest- 
ment trusts;  closed-end  funds  specializing  in  Czech  Repub- 
lic stocks;  the  U.S.  dollar;  emerging  markets,  Russia  and 
China,  in  particular.  (For  some  stocks  that  Templeton 
funds  are  currently  buying,  see  box,  page  69.) 

Emerging  markets?  Isn't  that  yesterday's  story?  Haven't 


''When  you  ask  if  Japanese 
stocks  will  get  back  to  their 
highs  of  1989, 1  think  they 
may  not  for  a  long  time." 


investors  in  those  markets  been  bloodied  over  the  past  year? 
Yes,  says  Templeton,  and  that  is  precisely  the  point: 
maximum  pessimism.  "One  thing  an  investor  should  al- 
ways do,"  he  says,  "is  ask:  Where  has  there  been  a  major 
bear  market?  Since  World  War  II  there  have  been  ten  bear 
markets  in  the  U.S.,  yet  in  not  one  of  them  has  the  market 
gone  down  more  than  35%.  But  in  the  last  five  years  many 
countries  have  had  bear  markets  that  have  gone  down 
50%."  He's  saying,  of  course,  that  for  those  with  the 
stomach  for  risk,  these  markets  are  worth  playing  when 
they've  gone  through  a  severe  shakeout. 

He  reels  off  the  names  of  countries  whose  markets  have 
dropped  by  50%  or  more,  peak-to-trough,  over  die  last  five 
years:  Taiwan,  South  Korea,  Thailand,  Indonesia,  Finland, 
Australia,  Portugal,  Spain,  Italy,  Turkey,  Greece,  New 
Zealand.  "And  China  was  off  70%  in  the  first  seven 
months  of  1994  alone,"  Templeton  says. 

Japan?  Nope.  Japanese  stocks  are  down  nearly  50%,  and 
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Templeton  thinks  they  should  be  down  much  more.  This  is 
an  important  point:  It's  not  enough  for  a  market  to  be  way 
down;  there  must  be  good  reasons  it  might  go  up.  Such 
reasons  exist  for  the  developing  countries:  They  have 
tremendous  long-term  prospects.  But  Japan,  despite  the 
shakeout,  is  still  too  high. 

Templeton,  though  he  doesn't  use  the  term,  is  big  on 
risk/reward  ratios.  Peru  was  very  risky,  but  the  potential 
rewards  were  so  great  they  made  a  compelling  case  for  taking 
the  risk.  So  with  China  and  Russia.  Not  so  with  Japan. 

Take  the  U.S.  market  in  1978  when  Templeton  told 
Forbks  readers  to  buy,  buy.  Memories  of  the  1974-75 
bear  market  were  still  painfully  fresh.  The  Dow  industrial 
stocks  were  selling  at  just  seven  times  earnings.  Templeton 
argued  that  by  the  mid-1980s  inflation  (then  12%  per 
annum)  alone  would  double  earnings,  and  that  the  Dow's 
earnings  multiple  would  rise  again  to  its  long-term  average 
of  15  as  bear  market  memories  faded.  It  went  to  15  and 
kept  going  as  deep  pessimism  gave  way  to  blithe  optimism 
that  stocks  could  go  in  only  one  direction:  up. 

With  the  Dow  now  at  18  times  earnings,  there's  a  lot  less 
upside  and  a  lot  more  downside,  too.  The  risk/reward 
ratio  has  shifted.  Maximum  pessimism  has  given  way  to 
heavy — if  not  maximum — optimism . 

The  bargains  he  does  see  are  almost  all  overseas.  Take 
those  depressed  Australian  real  estate  stocks.  "I  think  real 
estate  investment  trusts  in  Australia  are  bargains,"  says 
Templeton.  "They've  had  a  very  difficult  time,  but  I  think 
we're  now  past  the  point  of  maximum  pessimism  in  real 
estate  in  Australia.  There  has  been  very  little  building,  so 
vacancies  are  now  falling  and  the  real  estate  people  can 
charge  full  rates  of  rent  without  concessions.  And  most  of 
the  big  companies  pay  cash  yields  of  8%."  Some  specific 
names  culled  from  the  indispensable  research  published  in 
Morgan  Stanley  Capital  International  Perspective:  Gener- 
al Property  Trust,  which  is  40%  below  its  alltime  high; 
Schroders  Property  Fund,  off  32%;  Westfield  Trust,  down 
nearly  20%.  All  yield  8%  or  better. 

Another  battered  group  that  interests  Templeton  is 
closed-end  stock  funds  specializing  in  the  Czech  Republic. 
"The  Czech  market  as  a  whole  is  about  average,"  says 
Templeton,  "but  the  average  closed-end  fund  in  the 
Czech  Republic  is  60%  below  liquidating  value.  I  don't 
know  of  any  other  nation  right  now  where  closed-end 
funds  are  that  low.  The  greatest  number  of  closed  ends  are 
in  the  U.K.,  and  the  average  discount  there  is  only  15%." 
(The  Czech  Republic  fund  trades  in  the  U.S.,  Czech  Slovak 
Investment  Corp.  in  London.) 

Russia?  Templeton  sees  bargains  there.  This  spring 
Merrill  Lynch  will  bring  out  a  Templeton  Russia  country 
fond;  its  stocks  will  be  picked  by  Mark  Mobius,  who 
supervises  several  Templeton  emerging  markets  funds 
from  Hong  Kong. 

Yes,  Russia  makes  Templeton  nervous.  "The  Russian 
people  don't  understand  basic  things  we  take  for  granted, 
things  like  private  ownership,  advertising,  salesmanship, 
accounting.  And  they  are  envious.  If  they  knew  foreigners 
were  buying  into  their  companies,  they  would  be  very 
angry.  Russia  is  more  dangerous  than  Peru  when  I  started 
investing  there."  But  since  the  danger  is  heavily  reflected 
in  stock  prices,  the  risk/reward  ratio  is  probably  right. 
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Talking  about  maximum  pessimism,  the  U.S.  dollar  has 
few  friends  these  days.  "Yes,  that's  a  good  one,"  Temple- 
ton  replied,  "I  would  think  we  are  close  to  a  bottom  of  the 
dollar.  There  have  been  many,  many  years  of  bad  news 
about  the  dollar,  to  the  point  where  it  has  been  pushed  far, 
far  too  low  against  other  currencies  in  terms  of  purchasing 
power  parity.  It  is  very  low  in  terms  of  what  it  will  buy,  as 
anyone  who  travels  to  Japan  or  Europe  will  agree.  I  think 
the  American  dollar,  and  the  Canadian  and  Australian 
dollars  are  among  the  most  temporarily  depressed  ex- 
change rates  in  the  world.  The  long-term  outlook  for  all 


three  nations  is  quite  good,  certainly  better  than  average." 
Back  to  Japan:  The  Nikkei  index  peaked  at  38,916  on 
Dec.  29,  1989  and  is  below  20,000,  a  50%  drop.  Would 
Templeton  consider  Japanese  stocks  at  these  levels? 

"No,"  he  replies  without  hesitation.  "No,  I  surely 
would  not.  The  Japanese  market's  price/earnings  ratio  is 
90  and  the  yield  is  0.7%,  and  you've  got  to  pay  in  cheap 
dollars.  You  can't  get  someone  with  my  frame  of  thought 
to  say  you're  finding  any  bargains  in  Japan. 

"I  agree  Japan's  business  recession  is  beginning  to  end. 
So  let's  take  an  optimistic  view:  Earnings  over  the  next 


A  nondenominational  missionary 


"A  person  is  more  likely 
to  be  successful  managing 
money  if  he  uses  spiritual 
principles,"  says  Sir  John 
Templeton,  "and  the 
more  you  practice  spiritual- 
ity, the  more  you  learn." 
For  Templeton,  the  spiritu- 
al and  the  temporal  aren't 
things  you  put  in  separate 
boxes.  For  30  years  now 
he  has  led  the  directors  of 
the  Templeton  Growth 
Fund  in  praying  that  they 
will  make  intelligent  in- 
vestment decisions. 

Is  this  not  blasphe- 
mous, to  ask  for  God's  help 
in  making  money?  As 
Templeton  sees  it,  prayer 
carries  its  own  benefits. 
He  says  it  helps  open  his 
mind  and  enables  him  to 
think  more  clearly  about  a 
company,  a  market,  a 
philanthropic  gift  or  any 
other  endeavor.  "I  think 
all  careers  are  more  success- 
ful and  satisfying  if  you 
use  spiritual  principles. 
I  can't  think  of  a  single 
exception." 

Although  he  was  bap- 
tized as  a  Presbyterian, 
Templeton  does  not  fa- 
vor any  single  religion  in  his 
giving.  He  sees  benefit  in 
them  all.  But  it  nags  at  him 
that,  despite  mankind's 
enormous  advances  over 
the  millennia,  there  has 
been  no  corresponding 
progress  in  understand- 
ing the  human  spirit.  For 
the  latter  we  still  seek  so- 


lace and  comprehension  in 
writings  and  philosophies 
enunciated  centuries  ago 
by  people  whose  knowl- 
edge of  the  physical  world 
was  hopelessly  primitive 
by  our  standards.  This  cen- 
tury has  produced  dozens 
of  great  scientists.  But  how 
long  since  the  world  has 
produced  a  great  prophet? 

Thus  the  spiritual  life 
of  the  neurophysiologist 
who  explores  the  human 
brain  or  the  astrophysicist 
who  uses  the  Hubble 
telescope  to  probe  the 
structure  of  the  cosmos  is 
no  more  advanced  than 
that  of  Galileans  or  Bud- 
dhists of  2,000  years  ago. 

Templeton:  "Religion 
is  rapidly  losing  influence 
because  progress  in  other 
areas  is  racing  ahead." 

All  this  leaves  Temple- 
ton skeptical  about  orga- 
nized religion.  "No  reli- 
gion ever  set  its  heart  on 
progress,"  he  says. 
"Their  interests  are  in  look- 
ing backwards,  to  what 
the  founders  believed."  His 
astute  management  in- 
creased the  endowment  of 
the  Princeton  Theologi- 
cal Seminary  from  $3  mil- 
lion to  more  than  1 00 
times  that  much,  but  he 
notes  with  some  disdain 
that  Princeton  Theological 
is  spending  tens  of  mil- 
lions of  dollars  to  publish  a 
definitive  translation  of 
the  Dead  Sea  Scrolls.  "A 


good  example,"  he  says, 
"of  looking  backwards." 

Of  the  twoscore  spiri- 
tual projects  he  manages, 
Templeton  says:  "Our 
first  priority  is  to  promote 
the  idea  that  progress  in 
spiritual  matters  is  possible, 
is  desirable  and  will  be 
done." 

You  can  think  of  Tem- 
pleton as  a  modern  mis- 
sionary— but  to  the 
whole  world  and  not  dedi- 
cated to  any  single  creed. 
As  a  boy  in  rural  Winches- 
ter, Term.,  Templeton 
thrilled  to  stories  of  Chris- 
tian missionaries  and  de- 
termined to  become  one. 
But  during  college  (Yale 
'34)  and  as  a  Rhodes  schol- 
ar at  Oxford,  Templeton 
met  real-life  missionaries, 
and  came  to  understand 
he  wasn't  one  of  them.  "I 
realized  they  had  more 
talent  as  missionaries  than  I 
did,"  he  recalls,  and  adds: 
"But  I  also  realized  that  I 
was  more  talented  with 
money  than  they  were.  So  I 
decided  to  devote  myself 
to  helping  the  missionaries 
financially." 

Templeton  has  con- 
tributed heavily — over  $10 
million  in  the  last  year 
alone— to  religious  causes, 
broadly  defined.  In  1982 
he  endowed  the  Temple- 
ton Prize  for  Progress  in 
Religion,  to  encourage  re- 
search and  practice  in  reli- 
gion the  way  Alfred  Nobel's 
prizes  reward  advances  in 
the  physical  sciences.  The 


Templeton  Prize  for 
Progress  in  Religion  was 
worth  £650,000  last  year, 
when  it  was  won  by  Ameri- 
can Michael  Novak,  who 
holds  the  George  Frederick 
Jewett  chair  in  religion 
and  public  policy  at  the 
American  Enterprise  In- 
stitute and  is  a  former 
Forbes  columnist. 

Templeton  projects  in- 
clude awarding  prizes  u> 
teenagers  who  write  es- 
says on  spiritual  experi- 
ences that  help  them  live 
their  lives,  and  distributing 
his  inspiring  book,  Dis- 
covering the  Laws  of  Life 
($21.95  hardcover).  He 
has  funded  a  database  of 
natural  scientists  who  are 
also  interested  in  spiritual 
matters.  (For  a  list  of  pro- 
grams and  publications 
write:  The  John  Temple- 
ton Foundation,  3  Radnor 
Corporate  Center,  100 
Matsonford  Road,  Radnor, 
Pa.  19087.) 

"Think  of  all  the  won- 
derful things  we  have  re- 
ceived from  progress  in 
physics  and  chemistry," 
says  Sir  John.  Thinking  of 
the  horrible  things  that 
have  taken  place  in  our 
superadvanced  20th  centu- 
ry— WWI,  the  horrors 
perpetrated  by  Hitler  and 
Stalin,  Cambodia  and 
now  Yugoslavia — he  adds 
wistfully:  "Why  not  think 
we  would  benefit  even 
more  if  we  had  similar 
rates  of  progress  in  spiritual 
research?"  -L.M     WM 
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OUR  LATEST  LOOK  IS  NOW  APPEARINC 
IN  THE  ROCKIES,  THE  SIERRAS, 
AND  SELECT  MOUNTAINS  EVERYWHERI 


Jeep)  Grand  Cherokee  Orvis®  Editioi 

The  designers  at  Jeep  introduce  one  of  the  m 
versatile  looks  to  hit  the  street.  Or  the  trail,  for  that  m; 
Presenting  the  all-new  Jeep  Grand  Cherokee  Orvis  Editio 

For  over  100  years,  Orvis  has  been  designing 
manufacturing  quality  fly-fishing  and  outdoor  equipmen 
the  discriminating  adventurer.  It's  only  natural  that  Jeep 
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t  Always  wear  your  seat  belt.  Jeep  is  a  registered  trademark  of  Chrysler  Corporation.  Orvis  is  a  registered  trademark  of  The  Orvis  Company,  Inc.,  Manchester,  Ve 
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linO  s  would  get  together  to  create  a  Jeep  Grand  Cherokee 
-.;     exclusive  door  treatments  and  leather-trimmed  seats. 

■: j!  i    Of  course,  striking  looks  alone  will  only  get  you  so  far. 

Edid  eve  also  included  Quadra-Trac1  all-the-time  four-wheel 

.  .;  an  Up  Country  Suspension  Group,  and  an  optional  5.2  litre 
lgine.  There's  also  the  added  security  of  anti-lock  disc  brakes 
i  driver's  air  bag.'  All  of  which  give  Grand  Cherokee  the 


capability  and  toughness  you  would  expect  from  Jeep  and  Orvis. 
For  a  closer  inspection  of  the  newest  Grand  Cherokee, 
just  call  1-800-925-JEEP  for  the  location  of  the  dealer  near 
you.  Or  look  for  it  at  finer  mountains  across  the  country. 

There's  Only  One  Jeep® . 

A  Division  of  the  Chrysler  Corporation. 


Jeep 


three  years  double.  But  even  so,  Japanese  stocks  are  selling 
at  45  times  those  earnings.  Therefore,  when  you  ask  me  if 
Japanese  stocks  will  get  back  to  their  highs  of  the  last  day  of 
1989, 1  think  they  may  not  for  a  long,  long  time." 

That  relendess  logic  again:  Just  because  a  market  is  way 
down  doesn't  mean  it  is  cheap.  It  must  have  the  potential 
for  a  big  upside  move  as  well. 

One  thing  Templeton  says  investors  can  count  on  is  that 
inflation  will  not  always  stay  under  3%.  Democracy  is 
vanquishing  totalitarianism  around  the  world.  Good.  But 
there's  a  flip  side:  In  democracies,  the  majority  rules,  and 
majorities  prefer  a  modest  dose  of  inflation  to  high  taxes  to 
pay  for  the  benefits  they  want  their  governments  to  shower 
forth  upon  them. 


Up,  but  up  less 

The  S&P  500  as  seen  by  Japanese  and  German  investors 


The  S&P  expressed  in  deutsche  marks 


The  S&P  in  yen 


The  S&P  500  in  $U.S. 


900    Ratio  scale 
600 
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In  dollar  terms, 
U.S.  stocks  have 
nearly  trebled 
since  1984.  But  ex- 
pressed in  rising 
marks  and  yen, 
U.S.  stocks  have 
advanced  only 
moderately. 
Buying  time 
for  foreigners? 


"In  my  opinion,  inflation  in  the  next  40  years  will  be  no 
less  than  it  was  in  America  in  the  last  40  years,  and  probably 
more,"  says  Templeton.  "That  means  your  cost  of  living  in 
2035  will  be  at  least  six  times  what  it  is  today." 

Given  his  outlook  for  inflation,  Templeton  thinks  intel- 
ligently chosen  common  stocks  will  continue  to  be  the 
best  hedge  against  inflation — "not  necessarily  year  by  year 
but  long  term,"  he  says. 

What  about  bonds?  Not  for  investment.  With  5% 
average  inflation  and  high  taxes,  long  bonds,  even  at  8%, 
will  produce  a  negative  yield.  Bonds  are  no  longer  for 
widows  and  orphans.  They're  for  speculators.  Templeton 
says  he  might  speculate  in  30 -year  Treasurys  in  the  next 
few  months,  now  that  their  yields  are  back  to  8%.  Here's 
why:  "I  love  8%  cash  yields,  and  I  sense  we  might  be 
getting  close  to  the  end  of  the  interest  rate  cycle. 

"But,"  he  adds  decisively  about  the  long  bonds:  "I 
wouldn't  keep  them  [the  bonds]  for  long;  I'd  buy  to 
trade." 

Having  beaten  not  just  the  market,  but  the  markets,  for 
so  long,  what  advice  does  Templeton  offer?  He  agrees  with 
us  that  most  investors  are  better  buyers  than  sellers:  They 
sell  either  too  soon  or  too  late. 

"I  spent  many  years  on  that  problem  myself,"  he 
replied.  "Several  years  ago  I  came  up  with  what  I  believe  is 
the  right  answer  to  when  to  sell.  The  solution  is  never  to 
ask  when  to  sell  a  stock.  Instead,  you  should  sell  a  stock 
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only  when  you  have  found  a  new  stock  that  is  a  50%  better 
bargain  than  the  one  that  you  hold."  That's  a  constant 
theme  with  Templeton.  You  might  call  it  comparison 
shopping.  It's  as  much  a  search  for  relative  bargains  as  it 
is  a  search  for  absolute  bargains.  Compare,  compare, 
compare. 

Before  parting  we  asked  Templeton  the  inevitable 
question:  What's  ahead  for  the  U.S.  stock  market? 
"Throughout  this  century,"  he  replied,  "the  average 
stock  market  cycle  has  lasted  six  years:  four  years  of  rising 
prices,  followed  by  two  years  of  falling  prices,  and  the  bull 
market  that  started  in  1990  is  already  four  years  old." 

Aha!  we  pounced.  So  he  thinks  1995  will  be  a  bad  year? 
Not  so  fast.  "I'd  say  about  half  the  people  I  talk  to  think  a 
bear  market  is  just  ahead,  and  that's  a  good  thing,  because 
bear  markets  usually  start  when  nobody  expects  them." 
Also  favorable  to  U.S.  stocks  are  what  he  sees  as  the 
improving  prospects  for  the  greenback.  Foreign  money, 
he  feels,  may  give  U.S.  stocks  another  boost  (see  chart,  p. 
68).  John  Templeton  is  certain  of  this:  Over  the  next  40 
years,  as  over  the  past  40,  common  stocks  will  continue  to 
be  an  investor's  best  friend.  The  reason  is  material  prog- 
ress, about  which  he  is  profoundly  optimistic. 

"It  used  to  take  1 ,000  years  for  the  standard  of  living  to 
double,"  says  Sir  John,  "but  in  my  lifetime  the  standard  of 
living  has  increased  by  four  times,  and  the  best  is  yet  to 
come.  My  prediction  is  that  in  the  next  40  years  it  will 
increase  by  another  four  times.  Just  look  at  China:  They've 
increased  their  standard  of  living  two  times  in  the  last  nine 
years  and  two  times  in  the  eight  years  before  that.  Their 
leaders  say  it  will  increase  another  two  times  during  the 
next  nine  years,  and  based  on  my  last  trip  there  four 
months  ago  I  believe  them" — an  eightfold  increase  in  a 
quarter-century. 

"Progress  is  going  to  speed  up,  not  slow  down," 
Templeton  adds,  "so  in  the  long  run  people  who  invest  in 
common  stocks  of  well-managed  companies  will  be  better 
off  than  people  who  put  their  money  in  other  forms  of 
investment." 

But  don't  rush  out  and  mortgage  the  homestead.  Prices 
will  continue  to  fluctuate  as  optimism  and  pessimism 
alternate  with  the  headlines  and  with  people's  moods. 
Rising  markets  will  continue  to  be  interrupted  by  falling 
markets.  "I  think  that  because  of  the  extra  competition 
[from  the  growing  number  of  international  investors], 
share  prices  probably  won't  get  as  far  out  of  line  in  relation 
to  their  values  as  they  once  did,"  says  Templeton.  "Bear 
markets  might  not  get  as  bad  as  in  the  past.  But  there's  an 
offsetting  factor,  namely,  the  speed  of  communications. 
People  can  now  act  more  like  a  herd  because  they're  more 
in  touch  with  each  other.  The  herd  instinct  is  increasing.  I 
think  you  saw  that  last  year  in  China,  where  the  specula- 
tors were  all  in  instant  touch  with  each  other,  and  the 
market  went  down  70%  in  seven  months.  Yet  the  growth 
outlook  in  China  is  marvelous  and  will,  I  think,  continue 
to  be." 

The  moral  is:  Never,  ever,  buy  stocks  with  borrowed 
money  or  with  money  that  you  may  need  tomorrow. 
Templeton  says  he  has  never  even  had  a  home  mortgage: 
"I  want  to  be  able  to  hold  on  to  the  stocks  I  buy — forever  if 
necessary."  ■■ 
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You  probably  thought  that  modern  management  theory  was  original  stuff. 
Actually,  most  of  its  tenets  were  advocated  three-quarters 
of  a  century  ago  by  a  brilliant  woman  and  then  largely  ignored. 


The  mother 
of  them  all 
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By  Dana  Wechsler  Linden 

"You  may  say  I  reinvented  her,"  Pe- 
ter Drucker  savs.  "Only  I  didn't  know 
that  she  existed." 

Thus  does  the  finest  of  today's 
management  theorists  pay  homage 
to  a  woman  whose  ideas  predated 
many  of  his  own  and  almost  uncan- 
nily prefigure  them.  As  early  as  the 
1920s,  Man-  Parker  Follett  ad- 
vocated flatter  organizations;  = 
extolled  the  benefits  of  teams  I 
and  participative  management;  1 
said  leadership  comes  from  | 
ability,  not  from  position  in  a  £ 
hierarchy;  and  proposed  a  new  § 
kind  of  cooperative  conflict  % 
resolution  to  replace  the  con-  % 
frontational  labor-manage- 
ment relations  that  existed 
then  and  to  a  considerable 
degree  still  exist  today. 

Mary  Parker  Follett  was 
much  sought  after  as  a  lecturer 
on  business  management  in  the 
1920s  and  1930s  but  was  large- 
ly forgotten  after  her  death  in 
1933.  She  gets  restored  credit 
with  the  publication  this  month 
of  Mary  Parker  Follett — Prophet 
of  Management:  A  celebration  of 
writings  from  the  1 920s  ( Har- 
vard Business  School  Press, 
$29.95).  So  impressed  was  he 
with  the  manuscript  that  M 
Drucker  was  delighted  to  write 
an  introduction. 

Listen  to  Follett:  "Authority- 
should  go  with  knowledge  and  expe- 
rience, that  is  where  obedience  is  due, 
no  matter  whether  it  is  up  the  line  or 
down,"  she  wrote  in  1933.  Dress  that 
up  with  a  buzzword  or  two,  and 
you've  got  Jack  Welch  and  other 
modern  managers  on  empowerment. 


Whence  came  this  woman  whose 
vision  was  so  remarkably  ahead  of  her 
time?  Born  in  1868  in  Quincy,  Mass., 
outside  Boston,  Follett  was  the 
daughter  of  a  skilled  tradesman  and 
the  granddaughter  of  a  successful 
local  merchant. 

Follett    graduated    from    Thayer 
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lent  theorist  Mary  Parker  Follett 
Welch  without  buzzwords. 


Academy  and  from  Raticliffe  College. 
While  in  college,  Follett  taught  politi- 
cal science  at  a  nearby  secondary 
school,  whose  headmistress  became 
her  companion  for  the  next  30  years. 
The  two  women  became  part  of  a 
circle  of  high-minded  Bostonians  that 
included  Brahmin  families  like  the 
Cabots  and  the  Shaws  and  successful 
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businessmen  such  as  Henry  Denni- 
son.  It  was  the  Shaws  who  provided 
Follett  with  a  small  stipend  enabling 
her  to  pursue  her  intellectual  inter- 
ests. She  was  exposed  to  the  business 
world  while  sitting  on  committees 
that  set  minimum  wages  for  women 
and  children. 

At  the  time  the  prevailing 
management  theorist  was  Fred- 
erick W.  Taylor,  whose  time- 
and- motion  studies  were  very 
much  in  vogue.  That  era's  fond- 
ness for  command-style,  hier- 
archical organizations  was  in- 
spired by  the  U.S.  military 
which,  in  turn,  was  modeled 
on  the  Prussian  army's  vaunted 
efficiency. 

While  Taylor  never  stooped 
to  ask  the  workers  he  studied 
how  the}'  felt  their  jobs  might  be 
done  better,  Follett  advocated 
tapping  their  firsthand  experi- 
ence. She  warned  that  in  most 
hierarchical  bureaucracies,  one 
loses  "what  we  might  learn 
from  the  man  actually  on  the 
job."  And  that  they  "ignore 
one  of  the  fundamental  facts  of 
human  nature,  namely,  the  wish 
to  govern  one's  own  life." 

Follett  advocated  "cross- 
functioning,"  in  which  "a  hori- 
zontal rather  than  a  vertical 
authority"  would  foster  a  freer  ex- 
change of  knowledge  within  organi- 
zations. In  plain  language  this  meant 
that  different  departments  within  a 
company  should  work  together  on 
projects — shades  of  today's  high-per- 
formance teams. 

Leaders  were  still  necessary,  she 
believed,  but  not  as  dictators.  "The 
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leader  makes  the  team,11  she  wrote,  by 
providing  a  vision  and  helping  focus 
all  the  resources  in  filling  that  vision. 
Sound  familiar?  It's  the  guts  of  almost 
all  modern  management  theory,  but 
in  that  patriarchal  age  it  sounded  al- 
most Utopian,  too  redolent  of  what 
today  we  would  call  touchy-feely.  It 
no  longer  sounds  that  way. 

"Power  is  not  a  preexisting  thing 
which  can  be  handed  out  to  some- 
one,11 she  said — sounding  strikingly 
like  today's  bestselling  ideas  on  leader- 
ship. Knowledge  and  experience,  not 
titles  and  seniority,  should  decide  who 
will  lead  at  any  particular  moment. 

Much  of  Follett's  work  anticipated 
the  current  field  of  conflict  resolu- 
tion. Where  interests  seem  to  conflict, 
as  over  wages,  Follett's  way  was  to  get 
both  sides  to  treat  the  conflict  as  a 
problem  to  be  solved  jointly  rather 
than  as  a  battle  of  wills  and  strength. 
This  encourages  each  side  to  see  the 
other's  problem. 


"Power  is  not  a 
preexisting  thing  which  can 
be  handed  out  to  someone." 


Why  was  Follett  so  long  ignored? 
Drucker  suggests  that  the  intellectual 
climate  in  the  1930s  and  1940s  was 
inhospitable  to  her  ideas.  And  think- 
ing about  management  had  not  yet 
evolved  beyond  a  "toolbox11  ap- 
proach, that  is,  learning  techniques 
for  accounting,  finance,  sales  and 
manufacturing. 

This  was  undoubtedly  true:  Ideas 
get  accepted  only  when  conditions 
are  ripe  for  them.  But  some  would 
suggest  that  being  a  woman  also 
handicapped  Follett.  Harvard  Busi- 
ness School  professor  Rosabeth  Moss 
Kanter  points  out  in  her  preface  to  the 
new  book  that  in  Follett's  writings,  all 
leaders  are  male  and  women  surface 
only  as  "shop  girls.11 

Regardless  of  why  she  was  so  long 
ignored,  it  is  obvious  that  Follett  will 
be  ignored  no  longer.  "People  often 
puzzle  about  who  is  the  father  of 
management,1.1  says  London  School 
of  Economics  Chairman  Sir  Peter 
Parker.  "I  don't  know  who  the  father 
was,  but  I  ha\  e  no  doubt  about  who 
was  the  mother.11  ■■ 
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The  15%  penalty  tax  on  "excessive"  retirement  savings 
can  be  pretty  nasty.  There  are  right  ways 
and  wrong  ways  to  cope  with  it. 

Are  you  saving 
too  much? 


By  Carolyn  T.  Geer 


If  you  are  thrifty  and  accumulate  a 
lot  of  money  in  your  401(k)  plan  or 
IRA,  you  could  get  hit  with  a  penalty 
tax  when  you  take  the  money  out. 
This  punishment  was  devised  by  Con- 
gress in  the  1986  tax  act.  Minimizing 
that  tax  has  turned  into  a  big  head- 
ache for  prosperous  retirees. 

Don't  be  complacent  that  you 
won't  be  subjected  to  this  punish- 
ment. In  round  numbers,  anyone  with 
$1  million  or  more  in  retirement  sav- 
ings should  be  on  guard.  Yet  there  are 


measures  you  can  take  to  avert  the  pain 
The  penalty  is  15%  of  the  amount  by 
which  your  combined  retirement 
payouts — from  pensions,  profit-shar 
ing  plans,  iras  and  Keoghs — in  any 
year  exceed  a  certain  threshold.  The 
threshold,  $150,000  for  1994,  was 
supposed  to  get  a  cost-of-living  boosi 
for  1995.  Tucked  into  the  recent  trade 
liberalization  law,  however,  is  a  provi 
sion  that  undermines  the  inflation  ad 
justment  by  rounding  it  down  to  the 
nearest  $5,000,  with  the  result  thai 
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there  probabh'  won't  be  any  increase 
in  the  threshold  until  1996  or  later.* 

The  15%  pension  penalty  comes  on 
top  of  the  ordinary  income  tax  owed 
on  these  payouts.  The  double  wham- 
By  puts  the  most  affluent  retired  tax- 
pavers  in  a  56%  federal  tax  bracket. 

The  first  rule  is:  Avoid  the  surtax  if 
vou  can.  The  second  rule:  Don't  oxer- 
do  Rule  1.  "Many  people  have  made 
costly,  irrational  decisions  trying  to 
beat  it,"  says  Bruce  Temkin,  a  retire- 
ment planning  expert  at  Louis  Kravitz 
&  Associates  in  Encino,  Calif. 

Assuming  you  don't  need  the  pen- 
sion distributions  to  live  on,  can  you 
avoid  the  penaltv  tax  by  merely  limit- 
ing your  withdrawals  to  SI 50,000  a 
year?  Maybe,  maybe  not.  Once  you 
reach  age  70V2,  you  are  compelled  to 
start  cashing  in  your  iras  and  401(k)s, 
at  a  pace  determined  in  large  part  by 
your  life  expectancv.  If  the  minimum 
you  are  compelled  to  withdraw  (plus 
your  fixed  pension)  is  more  than 
$150,000  a  year,  then  the  govern- 
ment has  you  over  a  barrel.  You  can't 
avoid  the  15%  penalty. 

This  penalty  tax  chases  you  to  the 
grave,  ira  and  other  tax-deferred  as- 
sets left  to  heirs  get  hit  with  the  15% 
tax  to  the  extent  thev  exceed  certain 
limits  (see  chart). 

The  obvious  way  to  minimize  your 
exposure  to  the  1 5%  penaltv  is  to  get 
some  of  that  money  out  of  the  IRA  or 
401  fk)  early.  Start  withdrawals  of  up 
to  SI 50,000  a  year  well  before  you 
reach  70V2.  You  can  also  take  advan- 
tage of  a  one-time  exemption  from  the 
penaltv-  tax  that  is  available  for  lump- 
sum distributions  from  401(k)s,  cor- 
porate profit  sharing  and  retirement 
plans  and  Keoghs.  (The  lump-sum 
allowance  is  not,  alas,  available  on 
iras.  )  The  lump-sum  exemption  is  five 
times  the  usual  annual  exemption. 

The  problem  is  this.  Either  of  these 
schemes  for  shrinking  the  retirement 
pot  comes  at  a  cost:  You  accelerate 
your  regular  tax  bill  on  whatever  you 
take  out.  You  also  lose  the  benefit  of 
letting  these  assets  compound  tax- 
deferred.  Sometimes  the  damage  done 


Postmortem  punishment 

Penalty-free  limit  (Sthousands) 


At  6%  discount   rate 


At  9.4%* 


*This  insidious  trend  began  when  the  1993  tax 
act  decreed  that  cost-of-living  increases  in  the 
$150,000  amount  used  to-figure  401(k)  plan 
contributions  must  be  rounded  down  in  $10,000 
increments  (Forbes,  Mar.  14, 1994). 
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Your  estate 
owes  the  15%  pen- 
alty tax  if  you  die 
with  too  much  in 
your  retirement 
plans.  The  exempt 
amount  is  a 
somewhat  arbi- 
trary function  of 
your  age  and  a 
market-based 
interest  rate. 


55  60  65  70  75  80  85  90  95 

Age 

'December  1994  rate.  Source:  Lows  Kravitz  &  Associates. 


outweighs  the  penalty  tax. 

Michael  Davis,  a  financial  planner 
in  Orlando,  had  a  client  who  got  bad 
advice.  The  client  was  told  by  an 
insurance  salesman  to  withdraw 
5100,000  a  year  from  his  $1  million 
plan  to  save  excise  taxes  on  future 
distributions.  Wrong!  Inside  the  plan, 
SI 00,000  would  grow  at  8%  to 
5317,000  in  15  vears.  Even  assuming 
this  5317,000  is  all  subject  to  40% 
income  tax  and  15%  excise  tax,  the 
client  would  be  left  with  5143,000. 
Outside  the  plan,  that  same  $100,000 
would  take  a  540,000  income  tax  hit 
immediately,  and  the  rest  would  grow 
to  only  S12 1,000  after  income  taxes. 
The  cure  was  worse  than  the  disease. 

"The  more  you  earn  on  your  invest- 
ments, and  the  more  years  of  deferral 
you  have  left,  the  more  sense  it  makes 
to  leave  the  money  in  the  qualified  plan 
or  IRA,"  says  Davis.  Had  the  Orlando 
client  been  an  older  person,  the  with- 
drawal might  have  made  sense. 

Nashville  attorney  Michel  Kaplan 
had  a  client,  a  doctor,  with  a 
5750,000  ira,  who  was  diagnosed 
with  terminal  cancer  at  age  64.  When 
Kaplan  met  with  the  widow,  he  dis- 
covered the  doctor  had  withdrawn 
5150,000  from  his  IRA.  A  stockbroker 
had  convinced  him  that  his  estate  was 
going  to  be  subject  to  the  penalty  tax 
and  that  he  should  start  taking  distri- 
butions right  away.  In  fact,  the  doctor 
could  have  died  with  as  much  as  51.3 
million  in  his  IRA  and  not  owed  a 
penny  of  surtax. 


Compounding  the  error,  the  stock- 
broker advised  the  widow  to  roll  the 
doctor's  IRA  into  hers.  This  would 
have  boosted  her  balance  from 
5750,000  to  51.35  million,  poten- 
tially pushing  her  into  surtax  territory. 

Kaplan  fixed  the  second  problem 
by  advising  the  widow  to  keep  the 
doctor's  ira  separate  from  hers.  Thus 
she  is  unlikely  ever  to  be  required  to 
draw  so  much  from  her  ira  that  she 
gets  hit  by  the  surtax.  The  money  in 
her  deceased  husband's  ira,  having 
once  been  exposed  to  the  surtax,  is 
forever  exempt  from  it. 

Moral:  If  you  are  successful  enough 
to  confront  the  1 5%  penalty,  get  good 
advice.  In  particular,  consider  stretch- 


People  are  making  costly, 
irrational  decisions  trying 
to  beat  the  surtax. 


ing  out  IRAs  for  decades  by  naming 
kids  and  grandkids  as  beneficiaries 
(Forbes,  June  21,  1993).  This  won't 
stop  you  from  making  whatever  with- 
drawals you  need  to  live  on. 

For  most  successful  people,  the  best 
hope  is  that  Congress  will  repeal  this 
grotesque  punishment,  which  brings 
in  little  money  to  the  Treasury.  Until  it 
does,  you  have  this  consolation:  Years 
of  tax-deferred  compounding  inside 
the  plan  will  go  a  long  way  toward 
relieving  the  pain.  ■■ 
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After  a  while,  nothing  helped  my  knees. 


vgnurii 


WALTER  J.    PERR 


YORK,    NEW    YORK 


Walter  "The  Buzzard"  Perry  says  he  was  born  to 
be  a  songwriter.  In  fact,  he  carried  his  guitar  with 
him  on  the  Italian  front  during  World  War  II 
and  serenaded  his  platoon.  But  15  years  ago,  he 
started  singing  a  different  kind  of  blues. 

It  all  began  with  an  aching  and  swelling  in  his 
knees.  Some  days  he  couldn't  stay  at  work,  the 
pain  was  so  bad.  He  even  fell  in  the  street  and 
couldn't  get  up  on  his  own.  "I  just  stayed  at 
home -shut  in,"  he  remembers.  "It  was  awful." 

Thanks  to  medical  technology  developed  by  the 
research  we  do,  Walter  has  two  new  artificial 
knees,  and  he's  mobile  again. 

Our  health  care  system  should  ensure  that  this 
research  continues,  so  companies  like  Pfizer  can 
develop  new  medical  devices.  And  help  more 
people  like  Walter. 

'Now  I  can  go  anywhere  I  want  to,"  he  said. 
'I  feel  good." 


We're  part  of  the  cure. 


Gooseberry  Patch's  owners  no  longer  run  their 
business  from  a  kitchen  table,  but  the  customers  still 
think  of  them  as  a  couple  of  folksy  little  ladies. 

Selling  smells 


By  Maria  Matzer 

A  smell  of  cinnamon  and  ginger- 
bread hits  you  when  you  open  a  box 
from  the  Gooseberry  Patch  mail-or- 
der catalog.  "We  don't  add  scent — it 
just  smells  that  way  from  the  ware- 
house,1' says  Jo  Ann  Martin,  co- 
founder  and  co-owner  of  Delaware, 
Ohio-based  Gooseberry  Patch.  "Cin- 
namon is  our  top-selling  home  fra- 
grance. Gingerbread  is  number  two." 

Martin,  38,  and  partner  Vickie 
Hutchins,  43,  are,  in  their 
own  words,  peddling  "the 
emotion  of  warmth  and 
family."  A  folksy  newsletter 
goes  to  customers  with  rec- 
ipes and  photos  of  employ- 
ees. Clients  write  back  with 
recipes  and  photos  of  their 
kids. 

What  tangible  form  does 
all  this  cuteness  take?  Fra- 
granced  oils,  cookie  cutters 
and  scented  nonedible 
cookie  mixes  for  decora- 
tions. The  alltime  bestseller 
is  a  $13  "heart  in  hand" 
cookie  cutter,  which  cre- 
ates a  hand-shaped  cookie 
with  a  heart-shaped  hole  in 
the  middle.  Says  Martin: 
"It  symbolizes  an  old  Shak- 
er saying:  'Hands  to  work, 
hearts  to  God.'  " 

In  1994  folks  bought  $4 
million  worth.  This  year  the 
partners  are  aiming  for  sales 
of  $5  million. 

Martin  and  Hutchins 
met  by  chance  in  the  spring 
of  1984.  Martin,  a  first- 
grade  teacher,  and  her  hus- 
band, Jay,  the  soccer  coach 
at  Ohio  Wesleyan  Universi- 
ty, moved  in  next  door  to 
Hutchins,  a  housewife,  and 
her  husband,  Shelby,  an  at- 
torney.   Quickly   discover- 
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ing  a  shared  love  of  decorating  and 
antiques,  the  women  would  prowl 
shops  and  flea  markets  on  the  week- 
ends and  go  to  auctions. 

The  craft  catalog  was  Hutchins' 
husband's  idea.  Putting  up  $5,000 
apiece,  the  two  women  lined  up  sup- 
pliers for  items  they  would  have  liked 
in  their  own  homes:  a  $195  Redware 
punch  bowl  set,  a  $75  handmade 
mohair  teddy   bear,   a   $400   hand- 


crafted chair.  They  spent  most  of  their 
capital  on  a  slick  full-color  catalog 
mailed  out  to  5,000  names  culled 
from  a  rented  mailing  list  and  300 
more  from  a  local  shop  owner. 

The  catalog  went  out  in  August  of 
1985.  Early  returns  weren't  hearten- 
ing. With  $27,000  worth  of  orders 
trickling  in,  the  partners  lost  about 
$20,000  on  that  first  mailing. 

Analyzing  their  returns,  they  real- 
ized that  what  sold  most  profitably  for 
them  were  the  cheaper  nostalgia 
items.  Alia!  They  had  uncovered  a 
market  segment.  Out  went  the  expen- 
sive crafts.  In  their  place  came  $16 
wooden  wall  hangings,  $36  recipe 
boxes  and  $8  rubber  stamps.  Out, 
too,  went  the  glossy  catalog.  In  came 
a  smaller  one  on  heavier  brown  stock, 
with  illustrations  of  the  merchandise 
by  a  local  artist  instead  of  photos. 

That  was  better.  The  new  catalog, 
sent  out  in   early    1986,   produced 
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Gooseberry  Patch  founders  Jo  Ann  Martin  and  Vickie  Hutchins 

Peddling  "the  emotion  of  warmth  and  family." 
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$85,000  in  orders,  which  Hutchins 
processed  in  her  home.  Her  parents, 
then  in  their  70s,  worked  as  packag- 
ers. Jay  Martin  recruited  his  soccer 
team  to  unload  trucks.  But  the  little 
firm  remained  in  the  red  for  the  year. 
Still,  the  partners  persisted.  They 
were  having  fun,  traveling  about 
looking  for  merchandise  and  plotting 
marketing  gimmicks.  By  1989  sales 
reached  $500,000,  and  the  little  busi- 
ness was  finally  turning  a  small  profit. 
Martin  had  quit  her  teaching  job  by 
then,  so  they  moved  the  business  into 
an  office  and  a  rented  warehouse. 
With  cash  flow  and  small  bank  loans, 
they  hired  a  consultant  to  help  them 
buy  computer  equipment  and  a  pro- 
gram that  tracks  sales  of  each  item 
against  the  lists  they  mail  to.  For 
$100,  another  consultant  critiqued 
their  catalog.  He  told  them  to  write  a 
welcoming  note  in  the  front,  put  im- 
pulse items  like  $8  rubber  stamps  of 
baby  animals  around  the 
order  form,  and  place  their 
bestselling  items  on  page  3. 
Martin  and  Hutchins  run 
a  tight  ship,  though  they 
now  mail  3  million  catalogs 
a  year.  Old,  shredded  cata- 
logs are  used  to  pad  ship- 
ments. They  have  thrown 
together  art,  baking  tips 
and  decorating  ideas  from 
past  catalogs  combined 
with  ideas  from  customers 
and  friends  into  a  200- 
page,  spiral-bound  book 
called  Old-Fashioned  Coun- 
try Christmas.  It  has  sold 
120,000  copies  at  $14.95 
apiece;  two  other  books 
have  followed.  Martin  and 
Hutchins  have  even  begun 
wholesaling  the  books, 
along  with  Gooseberry 
Patch  items  like  home  fra- 
grances and  cards,  to  inde- 
pendent gift  shops.  Last 
year  such  sales  accounted 
for  25%  of  revenues. 

"A  lot  of  our  customers 
think  we're  still  sitting  at 
our  kitchen  table,  making 
everything  ourselves,"  says 
Hutchins,  who  more  than 
doubled  her  firm's  staff,  to 
75,  to  handle  the  Christmas 
rush.  "And  that's  okay 
with  us."  H 
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Jim  Slattery  has  played  host  to  such  high-profile 
guests  as  Leona  Helmsley  and  Ivan  Boesky, 
but,  no,  he's  not  a  hotel  man. 

A  surefire 
growth  business 


By  Michael  Schuman 


Hotelier  turned 
private  jailer 
Jim  Slattery 
With  occupancy 
rates  of  98%, 
he  doesn't  miss 
the  hotel  business. 


Dressed  in  bright  orange  jumpsuits, 
25  women  lounge  and  chat  on  cots  in 
a  spotless,  tightly  locked  dormitory 
while  an  unarmed  security  guard  eyes 
them  suspiciously.  They  are  illegal 
aliens  nabbed  at  New  York's  JFK 
International  and  New  Jersey's  New- 
ark International  airports  by  the  Im- 
migration &  Naturalization  Service. 

But  this  is  no  federal  prison.  Await- 
ing hearings,  these  illegals — from  the 
Caribbean,  South  Asia  and  the  Mid- 
dle East — are  housed  in  Elizabeth, 
N.J.  at  a  private  lockup.  As  govern- 
ments everywhere  struggle  to  roll 
back  bureaucracy,  even  such  tradi- 
tional government  functions  as  run- 
ning jails  are  being  privatized.  This 
one  is  operated  by  $23  million  (ex- 
pected 1994  revenues)  Esmor  Cor- 
rectional Services  Inc.,  a  Nasdaq -list 


ed  public  company. 

Melville,  N.Y.- based  Esmor  runs 
eight  detention  facilities,  including 
halfway  houses  in  New  York  City  and 
Fort  Worth.  It  also  operates  a  facility 
for  parole  violators  in  Houston  and  a 
military-style  "boot  camp"  in  Tarrant 
County,  Tex.  It  sometimes  gets  ce- 
lebrity guests.  Involuntary  customers 
of  Esmor's  halfway  houses  in  Brook- 
lyn and  Manhattan  have  included 
Ivan  Boesky  and  Leona  Helmsley. 

Esmor  is  run  by  James  Slattery,  45, 
a  former  hotelier.  Running  a  jail  and 
running  a  hotel  have  some  things  in 
common.  In  both  businesses  you 
want  to  keep  the  clients  reasonably 
happy — in  a  hotel  because  you  want 
them  to  come  back,  in  a  prison  be- 
cause you  want  to  keep  them  quiet. 
Slattery  believes  that  the  key  to  run- 
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Esmor's  "boot 
camp"  in  Tarrant 
County,  Tex. 
Shock  treatment 
for  teen  offenders. 


ning  a  peaceful  prison  is  to  make  sure 
the  food  is  reasonably  good.  Thus 
Slattery  serves  chili  con  carne  and 
bean  burritos  in  Seattle,  where  detain- 
ees tend  to  be  mostly  Latin  American, 
and  rice  with  chicken  or  vegetables  in 
New  Jersey,  where  there  are  lots  of 
South  Asians. 

How  do  you  get  into  a  business  like 
this?  Slattery  more  or  less  fell  into  it. 
He  worked  at  booking  hotel  reserva- 
tions for  an  agency  at  Kennedy  Air- 
port while  attending  nearby  St.  John's 
University.  He  worked  his  way  up  to 
the  managership  of  the  200-room 
former  Riviera  Hotel  near  JFK,  By  the 
mid-1980s  the  Riviera  was  doing  a 
steady  trade  housing  foreigners  who 
arrived  in  New  York  without  visas. 

When  he  learned  that  the  immigra- 
tion service  planned  to  build  a  100- 
bed  detention  center  in  Queens  in 
1987,  Slattery  and  Riviera  owner 
Morris  Horn  teamed  with  several  oth- 
ers to  bid  on  the  project.  "We  were 
already  in  that  business,"  Slattery 
says.  "It  didn't  seem  that  different 
than  running  the  hotel." 

Slattery  lost  the  bid  to  $100  million 
(estimated  1994  sales)  Wackenhut 
Corrections  ( "orp.,  a  big  private  jailer. 
But  having  steeped  himself  in  the 
economics  of  running  a  low-security 
jail,  he  decided  there  was  more  money 
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in  that  unglamorous  business  than  in 
running  a  hotel  with  finicky  guests. 
"We  saw  a  significant  demand,"  Slat- 
tery says  dryly,  "and  limited  supply." 

Next  bid,  the  Slattery/Horn  team 
landed  a  deal  in  1989  for  an  ins  facility 
in  Seattle.  There  followed  a  Federal 
Bureau  of  Prisons  contract  for  a  half- 
way house  in  Brooklyn. 

Slattery,  who  had  earlier  brought  in 
a  high-level  staffer  experienced  with 


On  running  a  jail:  "It  didn't 
seem  that  different 
than  running  the  hotel." 

juvenile  offenders,  went  after  and 
won  the  contract  for  the  Texas  boot 
camp  in  1991.  These  military- style 
facilities  are  a  promising  way  of  han- 
dling and  possibly  reforming  young 
offenders.  Esmor  recently  won  a  bid 
on  a  second  Texas  boot  camp,  which 
will  be  built  early  this  year.  It  is  bid- 
ding on  three  medium-security  facili- 
ties for  youthful  offenders  in  Florida. 
Next:  hard-core  prisons.  With  the 
U.S.  federal  and  state  prison  popula- 
tion— now  just  over  1  million 
adults — growing  at  7%  a  year,  and 
with    private    prisons    representing 


about  3%  of  prison  beds,  Slattery 
thinks  he's  onto  a  growth  opportuni- 
ty. Running  facilities  for  more  hard- 
ened criminals  is  somewhat  of  a  leap 
for  Esmor,  but  Slattery  figures  that 
with  good  food  and  efficient  opera- 
tions he  can  do  better  than  a  bureau- 
cracy can  at  this  thankless  task. 

Does  Slattery  miss  the  regular  hotel 
business?  Not  so  you  would  notice. 
Occupancy  at  Esmor's  facilities  aver- 
ages 98%,  as  opposed  to  65%  for  the 
U.S.  hotel  industry.  The  bills  are  al- 
ways paid  and  pretax  margins  run  over 
10%,  nearly  three  times  more  profit- 
able than  the  hotel  business  as  a 
whole.  On  1994  revenues  of  $23 
million,  the  company  earned  about 
$1.5  million. 

Raymond  Reed,  an  analyst  at  Jan- 
ney  Montgomery  Scott,  expects  Es- 
mor's revenues  to  jump  36%  this  year, 
to  over  $30  million,  with  earnings 
rising  66%,  to  $2.5  million,  or  67 
cents  a  share.  Since  Janney  Mont- 
gomery took  the  company  public  last 
February,  its  shares  are  up  52%,  to  a 
recent  9V2. 

Slattery's  18%  stake  is  worth  nearly 
$6  million,  but  taxpayers  have  no 
reason  to  complain:  It  costs  15%  less 
on  average  to  keep  a  prisoner  in  an 
Esmor  jail  than  to  keep  him  in  a  new 
government  facility.  M I 
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When  you  know  where  to  look,  you 
see  new  resources  piling  up. 


Recycling  yesterday's  newspaper 
into  tomorrow's  is  old  news.  But 
Louisiana-Pacific  found  a  way  to  use  old 
newspapers  as  a  new  resource  for 
construction  materials. 

We  use  recycled  paper  in  our 
FiberBond"-  line  of  building  panels. 
Not  only  does  it  make  sense  for 


Harry  Merlo, 
Chairman  A  President 

"Wastepaper  is  the  largest  remaining 
untapped  forest  in  the  world." 


the  environment,  but  it  makes  a  stronger,  more 
reliable  product  than  conventional  wallboard. 

For  more  than  20  years,  Louisiana-Pacific  has 
led  the  forest  products  industry  with  innovative, 
affordable  building  products  that  work  better  and 
that  are  better  for  the  environment.  FiberBond  is  one 
example  that  proves  new  resources  don't  have  to 
be  found  in  the  forest.  We  find  them  on  the  curb. 


tip 


Louisiana-Pacific 

Doing  something  about  it. 


For  product  or  corporate  information,  write  Louisiana-Pacific, 
Communications  Department,  111  S.W.  5th  Ave.,  Portland,  OR  97204. 
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Don't  let  the  beach  bum  image  fool  you.  Jimmy  Buffett 
is  one  of  the  smartest  men  in  the  music  business. 

Margarita 
marketing 


By  Robert  La  Franco 

Business  savvy  sure  runs  in  this 
family.  Warren  Buffett's  distant  rela- 
tive (Forbes,  July  18,  1994),  writer 
and  singer  of  Caribbean  rock  songs 
Jimmy  Buffett,  has  found  almost  as 
many  ways  to  capitalize  on  his  par- 
ticular talent  as  "Uncle"  Warren  has 
on  his. 


ville  Records  label,  has  sold  1.4  mil- 
lion copies,  outpacing  every  other 
Buffett  record  sold  to  date. 

All  of  which  is  a  textbook  lesson  in 
how  to  cross- market  music,  restau- 
rants and  retailing.  Last  year  Buffett 
sold  more  than  $50  million  worth  of 


Jimmy    Buffett's    career 


was  going  nowhere  in 
1984,  when  he  convinced 
Corona  Beer  to  sponsor  his 
concerts.  Corona  hired  him 
to  flog  its  Mexican  brew  to 
young,  cash-fat  consumers. 
Until  then  he  had  pretty 
much  decided,  in  his 
words:  "The  day  of  the 
singer/songwriter  is  over." 
By  1987  Buffett  was  on  the 
radio  pitching  beer  with  the 
best  beach  bum  cachet  in 
music.  Corona  spent  more 
than  $2  million  on  the  cam- 
paign over  the  next  two 
years.  From  1984  to  1988  Buffett 
helped  propel  the  brand  from  some 
2%  to  17%  share  of  the  imported  beer 
market. 

Showing  he  was  made  of  the  same 
stuff  as  his  "uncle,"  Jimmy  Buffett 
lost  no  time  expanding  his  new 
franchise.  With  his  longtime  friend 
Sunshine  Smith,  Buffett  opened  a 
400-square-foot  shop  in  Key  West 
called  Margaritaville  Store  that  sold 
T  shirts  and  beach  trinkets,  later 
adding  a  mail-order  catalog,  news- 
letter, nightclub  and  cate.  Buffett 
expanded  to  New  Orleans  three 
years  ago,  with  a  much  bigger  cafe 
and  retail  operation. 

Meanwhile,  back  in  his  core  busi- 
ness, his  latest  album,  Fruitcakes, 
marketed  through  his  own  Margarita- 
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Margaritaville  Store;  Jimmy  Buffett 
"Why  don't  we  cross-market?" 


CDs,  tapes,  concert  tickets,  books,  T 
shirts,  trinkets  and  food,  helping  to 
make  him  one  of  the  highest-earning 
entertainers  in  the  world  (Forbes, 
Sept.  26,  1994). 

High  brow  stuff  this  is  not.  Buf- 
fett's T  shirts  depict  themes  from  his 
songs  and  Margaritaville  logos  and 
sell  for  $15,  sweatshirts  for  $40.  Ha- 
waiian shirts  fetch  $50,  pillows  that 
look  like  cheeseburgers,  $20.  The 
"lost  shaker  of  salt"  goes  for  $5. 

"When  we  first  started  doing  it,  I 
thought,  'Man,  that's  gaudy  stuff,  I 
wouldn't  wear  it,'  but  there's  a  lot  of 
people  that  do,"  Buffett  says.  "May- 
be there's  a  certain  amount  of  chees- 
iness  to  the  whole  thing,  but  it's 
Economics  101 — like  it  or  not,  these 
things  sell." 

By  his  own  admission,  Buffett  is  not 
a  great  musician,  but  he's  an  icon,  and 
that's  what  counts.  His  annual  sum- 
mer concert  tour  is  one  of; 
f  the  top  draws  of  the  sum- 
s  mer  season.  His  hard-core 
|   fans,     known     as     Parrot 
s   Heads,  may  show  up  wear 
ing  green  and  yellow  feath 
ers  and  boxer  shorts.  Theyv 
have  been  known  to  truckk 
sand  and  beach  chairs  to  thei 
shows  for  tailgate  parties. 

Buffett  has  also  diversi- 
fied to  other  media.  He  has 
done  two  novels,  Tales  from 
Margaritaville  and  Where 
is  Joe  Merchant'?,  two  chil- 
dren's books,  and  just  got" 
close  to  a  $3  million  ad- 1 
vance  from  Random  Housei 
for  his  next  book,  a  collection  of 
tropical  short  stories.  He  is  working: 
on  a  musical  score  for  a  play  destined 
for  Broadway  and  has  plans  to  put  out 
a  movie  based  on  his  Where  is  Jot» 
Merchant*  book. 

Buffett  says  he  has  spurned  offers 
from  Walt  Disney,  MCA  and  others  to 
open  Margaritavilles  in  theme  parks 
and  other  locations.  Instead,  he  will 
continue  to  go  his  own  way,  possibly 
expanding  to  Miami,  Jamaica  and  the 
Bahamas.  "AJ1  I  have  is  my  good 
name,  and  I  knew  people  were  going 
to  exploit  it  and  do  a  bad  job  of  it,'" 
Buffett  says.  "I  just  decided  I  would 
do  it  and  do  a  good  job." 

"He  calls  me  from  time  to  time  foi 
advice,  but  I  should  be  calling  him,'' 
says  "Uncle"  Warren.  ■ 
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Fidelity  IRA  do 

for  you  that 
other  IRAs  can't? 


Move  to  the  Fidelity  IRA  and  see  for  yourself. 


o 


Lowers  your  IRA  costs. 

With  Fidelity's  No-Load  No-Fee  IRA,  you  can 
invest  for  your  retirement  and  pay  no  annual  fees  or 
sales  loads.  We've  waived  the  sales  charges  on  more 
than  a  dozen  Fidelity  stock  funds  so  you  can  invest 
your  IRA  no-load  in  even  more  funds.1 

If  you  have  a  balance  of  $5,000  or  more  in  a 
mutual  fund  account  held  in  your  Fidelity  IRA,  we'll 
waive  the  annual  IR\  maintenance  fee.23 

\  Increases  your  investment 

~v      Options.  From  money  market  to  equity 
funds.  Fidelity  offers  over  50  no-load  Fidelity  funds 
for  investing  your  IRA  -  each  backed  by  the  man- 
agement expertise  that  has  helped  make  Fidelity 
America's  leading  stock  fund  manager.' 

And  now,  with  Fidelity  FundsNetwork^  you  can 
choose  from  over  350  no-load  funds  for  your  IRA 
and  pay  no  transaction  fee  to  Fidelity. s 


\  Gives  you  helpful  information 
-y    without  sales  pressure,  we  think 

that  with  the  right  information,  you  can  make  your 
own  best  financial  decisions.  So  we  give  you  help  you 
can  really  use:  independently-prepared  stock 
reports  from  Standard  &  Poor's,  as  well  as 
fund  analysis  from  Morningstar.  If  you  want 
assistance  without  a  lot  of  pressure,  maybe  it's  time 
to  make  the  switch  to  Fidelity. 

O  Helps  you  transfer  or  roll  over 
your  IRA  today.  Why  settle  for  an  IRA 
anywhere  else,  when  you  can  have  the  Fidelity  IRA? 
Call  today  for  our  free  IRA  Fact  Kit.  You'll  get  all  the 
information  you  need  to  move  your  IRA  to  Fidelity. 

If  you  are  still  developing  your  retirement 
savings  strategy  or  are  changing  jobs,  ask  for  our 
free  Retirement  Planning  Guide  or  Leaving  or 
Changing  Jobs  Guide. 


Visit  a  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-3925 


Fidelity 


investments® 


2b 

For  a  retirement  fact  kit  and  more  complete  information  on  any  Fidelity  mutual  fund,  or  any  fund  available  through  FundsNetwork .  including  charges  and  expenses,  call  for  a  free 
prospectus  Read  it  carefully  before  you  invest  or  send  money  This  offer  applies  to  certain  Fidelity  retirement  plans  marketed  and  distributed  directly  by  Fidelity.  Fidelity  Magellan* 
Fund.  Fidelity  New  Millennium    Fund,  and  Fidelity  Select  Portfolios'  are  excluded   For  Fidelity  mutual  fund  IRAs,  the  $10  annual  IRA  maintenance  fee  will  be  waived  for  mutual  fund 
BRA  accounts  of  SS.fXK)  or  more  on  the  valuation  date  prior  to  the  fee  collection.  Tor  Fidelity  Brokerage  IRAs.  the  $20  fee  will  be  waived  if  any  Fidelity  mutual  fund  position  in  the 
account  is  SS.(K)t)  or  more  on  the  valuation  date  prior  to  the  fee  collection  or,  if  any  no-load  fund  purchased  without  transaction  fees  through  FundsNetwork  has  a  balance  of  $5,000 
or  more  on  the  valuation  date  prior  to  the  fee  collection.  'Fidelity  manages  over  $170  billion  in  equity  assets  Please  refer  to  the  FundsNetwork  Performance  Directory  for  more 
complete  information.  All  fees  as  described  in  the  fund's  prospectus  still  apply.  Fidelity  Distributors  Ojrp  Fidelity  Brokerage  Services,  Inc.,  161  Devonshire  St.,  Boston,  MA  02 1 10 
Member  Vr  SI.  SIK 


Tambrands  invented  tampons  and  then  coasted. 

Can  Ed  Fogarty  get  this  profitable  but  stalled  company  moving  again? 

Will  the  Chinese 


use  tampons 


By  Dyan  Machan 

"I  sell  TAMPONS!"  Edward  Fogarty 
responds  when  people  ask  the  obliga- 
tory question  about  what  he  does.  "It 
still  delivers  a  shock,"  Tambrands' 
58-year-old  president  and  chief  exec- 
utive says  gleefully. 

Right  now,  Fogarty  is  trying  to 
shock  the  company  that  makes  tam- 
pons. Tambrands,  long  known  as 
Tampax  Inc.,  invented  the  product  in 
1936  as  a  substitute  for  the  pads 
women  use  when  menstruating.  The 
first  internally  worn  menstrual  prod- 
uct, it  was  a  huge  step  forward  in 
comfort  and  convenience  over  the 
frequendy  uncomfortable  pads  that 
women  used  until  then.  But  competi- 
tors like  Playtex,  Kimberly-Clark  and 
Procter  &  Gamble  entered  the  field, 
and  Tambrands'  U.S.  market  share 
eroded  from  100%  to  42%  in  1980. 
Tambrands  got  a  bit  of  a  reprieve 
from  competition  in  1980,  when 
p&g's  Rely  had  to  be  withdrawn  from 
the  market  in  the  toxic  shock  syn- 
drome scare.  Tambrands  was  able  to 
regain  market  share  to  near  60%  after 
P&G  withdrew  Rely  but  failed  to  hold 
the  gains.  It  also  flopped  with  a  sani- 
tary pad  that  was  all  but  obliterated, 
mainly  by  p&g's  product.  Several  stabs 
at  diversification  were  halfhearted  and 
had  to  be  dumped. 

Today  Tambrands  still  has  over  half 
the  tampon  market  in  the  U.S.,  with 
sales  around  $640  million,  but  its 
earnings  per  share  last  year  were  only 
marginally  higher  than  those  in  1990. 

Tambrands  President  Edward  Fogarty 
Would  that  Tampax  tampons  were  as 
valued  in  the  U.S.  as  they  are  in  parts 
of  Russia.  In  Arkhangelsk,  lumberjacks 
were  paid  in  tampons  instead  of  cash. 


> 
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Tampon  aisle  in  a 
U.S.  supermarket 
A  bewildering 
choice  in  a  barely 
growing  market. 
Try  raising  prices 
with  that  much 
competition. 


I The  stock,  which  traded  well  up  in  the 
1 60s  in  1993,  now  drags  along  at  39. 
The  company  is  still  highly  profit- 
able, with  net  profit  margins  running 
around  15%  of  sales,  but  the  growth 
Iseems  to  have  gone  out  of  it.  Fogarty 
I  was  brought  in  late  last  May  after 
running  the  USA/Canada/Puerto 
iRico  region  for  Colgate-Palmolive 
ICo.  Fogarty  is  a  marketing  man  to  his 
(fingertips.  At  Colgate  he  took  a  stag- 
Inant  product,  toothbrushes,  intro- 
Iduced  different  shapes  and  colors,  and 
ljuiced  up  sales  an  average  13%  five 
lyears  in  a  row.  Tampons  are  not  new 
Ito  him;  he  peddled  them  during  the 
11970s  and  1980s  at  Playtex. 

What  are  his  plans  at  Tambrands? 
Iln  answer,  Fogarty-  strides  out  of  the 
Iroom  and  returns  with  an  armload  of 
[Tampax  products.  "There's  no  se- 
Icret,"  says  Fogarty  spreading  them  on 
la  table.  "The  most  successful  compa- 
nies are  the  ones  bringing  innovations 
fastest  to  the  market." 

He  points  to  three  recent  product 
launches,  the  Tampax  Satin  Touch, 
kvhich  has  a  glossy  paper  cylinder  and 
rounded   tip   designed   to   compete 
with  Playtex's  plastic  applicator,  but 
kith  the  added  feature  that  it  is  biode- 
gradable; Tampax  Lites,  which  has 
the  lowest  absorbency  of  any  tampon 
|>n  the  market,  to  be  more  comfort- 
able on  light-flow  days;  and  its  nonap- 
)licator  or  digital  tampon,  Tampets, 
[vhich  just  started  selling  in  the  U.K. 
All  three  new  products  were  in  the 
kcline  before  Fogarty  took  over, 
jnd  Fogarty  intends  to  keep  that  pipe- 
line filled  with  additional  new  prod- 
jets.  A  major  target:  the  58%  of  U.S. 
yomen  who  use  both  tampons  and 
lanitary  pads.  The  new  products  in 
levelopment    are    intended    to    get 


them  to  switch  entirely  to  tampons. 

Fogarty  isn't  the  only  one  with  that 
idea.  "Even-where  you  turn,  some- 
one's coming  up  with  a  new  prod- 
uct," says  Joel  Smilow,  chief  execu- 
tive of  Playtex.  In  1994  Playtex 
launched  Multi-pack,  a  package  that 
contains  tampons  with  different  ab- 
sorbencies  for  different  times  of  the 
menstrual  cycle,  as  well  as  Ultimates, 
whose  cardboard  applicator  competes 
with  Tampax's  signature  cardboard 
tampon.  Kimberly-Clark  last  fall 
launched  a  marketing  blitz  behind  its 
new  Kotex  Curved  tampon. 

Confused?  There's  more.  While 
Tambrands  is  selling  its-nonapplicator 
tampon,  Tampets,  in  the  U.K.,  Kim- 


Some  young  Latin  women 
fear  tampon  use  will  cause 
them  to  lose  their  virginity. 


berly-Clark  is  testing  its  Kotex  nonap- 
plicator  product  in  the  U.S.  Competi- 
tion is  expected  to  get  cutthroat  in 
Europe.  Playtex  has  joined  Johnson 
&  Johnson  to  sell  its  tampons  over- 
seas, and  Kimberly-Clark  recently 
bought  the  feminine  care  assets  of 
German  consumer  products  compa- 
ny, \T-Schickedanz. 

Try  raising  prices  with  that  kind  of 
competition.  You  can't,  and  the  in- 
creasing advertising  and  new  product 
costs  are  coming  straight  out  of  profit 
margins.  Tambrands'  selling  and  ad- 
ministrative costs,  which  include  ad- 
vertising, increased  from  38%  of  sales 
in  1992  to  43%  of  sales  in  1993.  To 
get  profits  growing  again,  therefore, 


Fogarty  knows  he  must  get  a  bigger 
share  of  the  feminine  hygiene  market 
for  tampons — both  here  and  abroad. 

So,  like  its  competitors,  Tambrands 
has  its  eye  on  the  overseas  markets, 
especiallv  in  countries  where  the  stan- 
dard of  living,  though  still  low,  is 
rising  rapidly-  Russian  newspapers 
this  fall  reported  that  lumberjacks  in 
the  northern  region  of  Arkhangelsk 
were  sometimes  paid  in  tampons  be- 
cause their  employer  was  short  on 
cash.  In  Morocco,  a  tourist  traded 
tampons,  tea  and  sugar  for  a  carpet. 

In  China  and  in  some  parts  of  Latin 
America,  however,  Tambrands  and  its 
competitors  have  made  slow  progress. 
In  these  countries,  tampon  use  is  erro- 
neously assumed  to  result  in  the  loss 
of  virginity.  Now  there's  a  challenge 
for  an  ad  agency. 

Fogarty  knows  he  must  produce 
results  fast.  "In  effect,  we  have  to  walk 
and  chew  gum  at  the  same  time,"  he 
says.  Tambrands'  board  isn't  known 
for  patience.  In  the  past  five  years  it 
has  given  two  chief  executives  the 
boot:  Edwin  Shutt  Jr.  in  1989  for  his 
misdirected  diversification  and  Mar- 
tin Emmett  in  1993  for  ineffective 
marketing  strategies. 

Credit  Fogarty  with  having  a  firm 
grip  on  the  problem.  He  knows  that 
those  American  women  who  grew  up 
with  Tampax  are  loyal  and  will  buy  its 
products,  provided  they  are  competi- 
tive. He  also  knows  that  this  is  a 
product  that  is  bought,  not  sold;  that 
is,  the  customers  come  into  the  store 
already  having  decided  what  product 
they  want.  So  Fogarty  is  increasing 
advertising  as  well  as  in-store  promo- 
tion. His  new  marketing  campaign 
features  feistier  ads  with  women  scoff- 
ing at  the  use  of  pads.  "Who  needs 
them?"  they  ask. 

Credit  him,  too,  for  building  a 
strong  new  management  team.  Mi- 
chael Lorelli,  former  president  of  Piz- 
za Hut  International,  is  president  of 
North  America/Latin  America. 
Thomas  Mason,  former  president  of 
Dole  Packaged  Foods  Co.,  runs  Tam- 
brands' international  group.  Like  Fo- 
garty, both  are  alumni  of  Playtex. 

Results  are  starting  to  show.  Tam- 
brands' U.S.  market  share  was  up  two 
percentage  points  in  the  third  quarter 
of  1994,  over  the  first  two  quarters,  to 
54%.  Edward  Fogarty  is  chewing  his 
gum — and  running  hard,  too.        wm 
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Believe  it  or  not,  computer  makers  are  beating  their  brains  out 
trying  to  make  their  machines  more  friendly. 

New  hope  for 
computer  illiterates? 


By  Julie  Pitta 

During  a  recent  tour  of  the  prod- 
uct support  department  at  Microsoft, 
Executive  Vice  President  Michael 
Maples  encountered  a  staffer  taking  a 
help  call  while  lying  on  a  couch.  "I 
was  told  it  was  the  mail  merge 
couch,"  he  recalls.  Mail  merge  lets 
Microsoft  Word,  the  company's  pop- 
ular word  processor,  add  names  and 
addresses  "instantly"  to  a  form  letter. 
But  there's  nothing  instant  about 
mastering  the  feature:  Walking  a  per- 
plexed user  through  mail  merge  typi- 
cally takes  30  minutes. 

Computer  pros  might  have 
laughed  off  such  problems  a  few  years 
ago,  when  most  computers  sat  in 
offices  that  had  in-house  help.  But 
now  that  the  personal  computer  busi- 
ness is  moving  to  the  home  market, 
murky,  quirky  software  and  hardware 
can  lose  a  customer  forever.  Some 
marvel  that  consumers  keep  on  buy- 
ing, despite  their  disappointments. 

"This  is  the  only  business  in  the 
world  in  which  people  take  home  a 
product  and  it  fails  to  work  one-third 
of  the  time,"  says  Richard  Thoman, 
general  manager  of  ibm's  personal  sys- 
tems division.  "Can  you  imagine  that 
rate  of  failure  in  the  auto  industry?" 

To  hold  back  the  flood  of  discon- 
tent, Thoman  says,  IBM  last  year 
beefed  up  its  support  hot  lines,  cut- 
ting the  time  spent  waiting  for  help. 
The  company  now  fields  200,000 
calls  monthly,  half  again  as  many  as  a 
year  ago. 

Have  computers  become  ever  more 
hostile  to  their  human  masters?  To  be 
sure,  faster  processors,  more  memory 
and  storage  have  allowed  them  to  do 
more  things:  display  graphics  and  vid- 
eo, play  music,  jump  from  one  pro- 
gram to  another.  But  all  these  capabil- 
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ities  have  complicated  the  machine, 
raising  the  chance  of  glitches. 

Part  of  the  problem  lies  in  the  very 
efforts  of  hardware  and  software  pro- 
ducers to  make  their  products  easier 
to  use.  Modern  operating  svstems  are 
very  clever,  handling  much  of  the 
housekeeping  detail  (like  memory  or- 
ganization) that  a  decade  ago  the 
unfortunate  user  would  have  had  to 
contend  with  on  his  own.  But  when 
something  goes  wrong  now — a  new 
application  conflicts  with  a  memory 
manager,  say,  or  a  peripheral  is  add- 
ed— the  complexity  of  the  repair  is 
correspondingly  larger. 

The  other  part  of  the  problem  is 
that  the  user's  expectations  have 
changed.  When  a  subtle  math  error 


"We  found  people  doing 
budgets  in  the  word  processor 
because  the  spreadsheet  was 
too  intimidating." 


was  found  in  Intel's  Pentium  micro- 
processor, users  revolted,  whereas 
similar  errors  in  the  company's  earlier 
chips  produced  no  ruckus  at  all.  The 
older  chips  were  used  mainly  by  engi- 
neers; the  new  ones,  by  consumers 
brought  up  on  auto  "lemon"  laws 
and  class  actions. 

Thoman  estimates  between  35% 
and  45%  of  the  PCs  now  being  sold  are 
going  into  homes.  The  percentage 
could  increase  dramatically  in  coming 
years.  Already,  about  80%  of  IBM's 
help  line  calls  come  from  novices. 

"Usability"  has  become  the  issue 
du  jour  in  the  personal  computer 


industry.  Hardware  companies  like 
Packard  Bell  and  Taiwan's  Acer  have 
tried  to  leapfrog  Apple's  early  lead  in 
making  their  PCs  easier  to  set  up. 
Packard  Bell  has  color-coded  plugs 
and  outlets.  Acer  has  a  step-by-step 
software  program,  supplemented 
with  a  poster. 

Intel  and  Microsoft  have  led  an 
industry    consortium    to    develop    a 
"plug-and-play"  standard  for  add-on 
equipment,  like  sound  boards  and  CD 
ROM  drives.  The  business  is  a  long  way 
from  that  lofty  goal  now.  Try  upgrad- 
ing your  machine  with  an  "easy-to 
install"   graphics   accelerator.    It's  ; 
good  way  to  kill  two  days  of  youu 
spare  time. 

The  IBM  pc:  was  a  mother  lode  foi 
entrepreneurs  with  creative  technica 
ideas  for  improving  the  first  limitec 
machines.  But  it  has  also  created  cha 
os  for  consumers:  Each  piece  of  soft! 
ware,  every  peripheral,  approache. 
the  PC  a  bit  differently. 

"Getting  these  things  to  work  to 
gether  is  a  lot  like  putting  a  Chev 
engine  and  a  Ford  transmission  into  i 
Rolls  Royce  body,"  admits  Davie 
Larrimore,  marketing  vice  presiden 
for  Destiny  Technology  Corp., 
manufacturer  of  printer  controlle 
boards.  "There  are  so  many  partie 
involved  that  it  will  take  several  year 
to  get  everyone  in  line." 

Apple  Computer,  which  tightl  ;a ., 
controlled  its  operating  system 
aimed  to  be  plug-and-play  easy  fror 
the  beginning.  Although  it's  mud 
simpler  to  make  changes  to  a  Macin 
tosh,  even  experienced  users  can  ru 
into  trouble.  Scott  Cook,  cofounde 
and  chairman  of  Intuit  Inc.,  recall 
spending  Christmas  morning  a  yea 
ago  in  frustration  over  the  Macintos 
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he  had  given  to  his  sister.  Adding  a 
nd)  new  piece  of  software  rendered  the 
sistcl  printer  inoperable.  Cook,  who  has 
>  t<  been  a  programmer  since  high  school, 
.  -.;  was  stumped.  "Finally,  my  wife, 
\[;j  who's  had  more  experience  with  the 
t  Macintosh,  was  able  to  make  some 
found  changes  in  the  [operating  system] 
"J  software  to  get  it  to  work,1'  he  says. 
e ;  \i  If  Scott  Cook  can't  handle  a  Mac,  is 
jjfltd  it  any  wonder  that  people  like  Irene 
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Holmes  throw  up  their  hands?  When 
Holmes,  a  resident  of  San  Francisco, 
sat  down  to  work  at  her  Macintosh 
one  day,  it  began  making  funny 
noises,  then  a  bomb  icon  appeared.  "I 
didn't  know  what  I  was  seeing  on  the 
screen,"  Holmes  says.  Several  hours 
and  S400  later,  a  repairman  deter- 
mined that  the  household  records  had 
been  irretrievably  lost  to  a  crashed 
disk  drive. 
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To  survive,  Holmes  is  taking  a 
I  course  through  an  extension  program 
of  the  University  of  California  at 
Berkeley.  In  a  recent  class,  even  in- 
structor Hugo  Aparicio  was  stymied 
when  he  tried  to  launch  Microsoft 
Excel,  the  spreadsheet.  He  appealed 
to  the  computer  lab  director,  who 
solved  the  problem  by  turning  the 
machine  off  and  on  again  and  logging 
on  with  his  own  password.  "I  guess 
that's  why  I  make  the  big  bucks,"  the 
director  joked. 

It's  not  enough  to  establish  stan- 
dards so  that  different  parts  of  a  com- 
puter system  can  talk  the  same  lan- 
guage. You  have  to  get  inside  the 
mind  of  the  consumer  and  figure  out 
how  to  make  that  language  intelligi- 
ble to  him,  too. 

To  do  that,  industrial  psychologists 
and  programmers  are  peering  at  real 
consumers  through  one-way  mirrors 
in  "usability"  labs,  and  even  visiting 
them  in  their  homes.  In  one  outing, 
Microsoft's  consumer  product  team 
dropped  in  on  five  families  for  three- 
hour  visits  during  which  the  team 
reconstructed  a  typical  day-in-the-life 
of  that  family. 

The  team's  leader,  Kelly  Stapleton, 
estimates  that  the  experiment  cost 
Microsoft  $90,000  in  staff  time,  and 
that  it  was  well  worth  the  expense. 
"We  came  up  with  20  product  ideas," 
she  says.  And,  these  Microsoft  staffers 
have  gained  an  intangible:  under- 
standing the  frustration  of  the  novice 
users.  "We  found  surprising  things, 
like  people  doing  budgets  in  the  word 
processor  rather  than  a  spreadsheet 
because  the  spreadsheet  was  too  in- 
timidating. They  would  calculate  the 
stuff  by  hand  and  then  type  it  into  the 
computer,  using  the  tab  keys  to  set  up 
columns." 

The  next  step  is  to  make  profession- 
al programmers  attend  to  the  com- 
plaints of  amateurs.  "At  first  the  de- 
veloper says,  'Where  did  you  find  so 
many  stupid  PC  users?'  "  says  Micro- 
soft's Michael  Maples.  "Then  you 
show  them  a  tape  of  someone  strug- 
gling and  something  usually  clicks 
and  they  realize  they're  not  the  typical 
computer  users." 

In  the  next  phase  of  the  digital  era, 
the  computer  is  supposed  to  merge 
with  the  television  set.  Let's  hope  for 
some  breakthroughs  from  the  usabili- 
ty labs  before  that  happens.  WM 
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Has  Digital  gone  Hollywood?  Well,  no.  But  we  are  the  only  major  computer  company  thai 
has  gone  so  far  as  to  develop  complete  end-to-end  capabilities  for  interactive  media  applications^  tedi 

And  one  part  of  this  is  making  movies,  or  any  other  kind  of  video  information,  show  up  ir; 
people's  living  rooms,  classrooms  or  offices  at  the  precise  moment  they  desire. 

Which  is  usually  "Now,"  if  not  sooner.  With  all  this  going  for  it,  it's  not  hard  to  see  why  this  liter 
"video-on-demand"  technology  is  projected  to  be  a  multibillion-dollar  industry  by  1996. 

And  yet  it's  just  one  component  of  the  interactive  media  revolution  that's  going  on  now  tvelt 

A  revolution  that  we  are  gleefully  helping  to  foment  along  the  entire  length  of  tht 
Information  Highway. 

Fact  is,  Digital  is  the  only  company  that  has  invested  in  video  server  technology,  and  is  alsc 
developing  interactive  programming  with  our  customers  and  third  parties. 

So  it's  not  surprising  that  we've  already  achieved  an  unmatched  level  of  success  in  this  arena 

We've  been  selected  by  some  of  the  world's  largest  telecommunications  and  cable  companies 
as  a  key  partner  in  the  development  of  their  interactive  media  networks.  Early  on  we  decided  to  d( 
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,- :hi  whatever  it  takes  to  be  the  supplier  of  choice  in  this  hugely  important  field.  And  what  it  took  was 
:he  development  of  immensely  powerful  network  media  server  technology,  built  around  the  Alpha 
pj  irchitecture  and  microprocessor,  the  fastest  microprocessor  in  the  world. 

Plus,  superfast-access  Storage  Works™  disk  storage  arrays  and  Digital  Linear  Tape  Library 
tjj  systems.  Our  GIGAswitch M  family  of  high-speed  networking  switches  that  link  all  the  elements 
ogether.  And  our  Digital  Media  Studios,  a  global  network  of  facilities  for  digitizing  movies  and 
i not  developing  new  interactive  applications  for  retail,  education,  healthcare  and  beyond. 
It  sounds  complicated. 

But  our  strengths  in  managing  complex  networks  have  made  it  all  completely  modular  and 
saji  »pen,  so  much  so  that  businesses,  universities,  hospitals,  local  governments  and  groups  of  all 
lescriptions  will  be  able  to  link  up  for  just  about  any  purpose. 

Whether  it  is  the  sharing  of  instructional  materials,  exchanging  medical  diagnostic  information 
..jjij  »r  just  being  able  to  see  "Godzilla  Meets  Megalon"  without  having  to  stay  awake  until  4:15  a.m. 
For  details,  call  1-800-DIGITAL  or  reach  us  via  our  Internet  address:  moreinfo@digital.com. 
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How  to  repair 
a  train  wreck 
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Joseph  R.  Garber  is  a  strategist  with 
Americom  Corp.  in  San  Francisco. 


Imagine  that  you  have  been  appoint- 
ed chief  executive  of  one  of  the  oldest 
companies  in  the  software  industry. 
You  have  just  discovered  you  are  go- 
ing to  lose  $11  million  on  sales  of 
$101  million,  your  selling  costs  for 
some  products  are  higher  than  the 
revenues  they  bring,  and  an  analyst  is 
about  to  call  your  company  "a  train 
wreck."  You  have  inherited  a  com- 
pensation plan  that,  red  ink  notwith- 
standing, requires  you  to  pass  out  $1- 
million-plus  in  bonuses. 

In  1991  Paul  Newton,  newly  ap- 
pointed president  of  Boole  &  Bab- 
bage,  confronted  these  problems  and 
more.  Three  years  later,  for  the  fiscal 
year  ended  Sept.  30,  1994,  he  report- 
ed an  $8  million  profit  on  sales  of  $  1 32 
million.  The  stock  has  quadrupled. 

Here's  how  Newton  pulled  it  off. 

The  company  was  incorporated  in 
1967,  taking  its  name  from  two  Vic- 
torians whose  theories  laid  the  ground- 
work for  computer  software  (Boole) 
and  hardware  (Babbage).  Its  first  prod- 
uct was  a  mainframe  performance  mon- 
itor, software  that  tracked  how  many 
hours  a  day  expensive  computers  and 
peripherals  were  up  and  running.  The 
good  news  was  that  this  program  was 
the  first  of  its  kind,  ultimately  winding 
up  as  one  of  the  industry's  standards. 
The  bad  news  was  that  24  years  later, 
mainframe  monitors  were  still  the  heart 
of  Boole  &  Babbage's  business.  And 
the  mainframe  was  dying. 


Enter  Paul  Newton.  In  1991,  at  die 
age  of  47,  Newton  was  an  old  hand  in  a 
young  industry.  He  had  come  up 
through  the  ranks  at  one  of  the  software 
business'1  pioneers,  University  Com- 
puting Corp.,  later  becoming  chief  ex- 
ecutive of  Ingres,  one  of  die  relational 
database  pioneers.  He  had  a  pretty 
good  idea  of  what  had  to  be  done. 

Newton's  first  act  was  to  fire  1 1%  of 
the  workers.  His  predecessors  had 
doubled  the  size  of  the  sales  force,  so 
finding  layoff"  candidates  was  easy. 
Three  years  later,  almost  all  of  the  100 
or  so  sales  representatives  were  new 
faces.  So,  too,  the  top  executives. 

Next  Newton  took  a  look  at  what 
his  salesmen  were  trying  to  sell.  Over 
the  years  Boole  had  accumulated  a 
hodgepodge  of  businesses — a  time 
sharing  company,  for  example — that 
had  little  to  do  with  the  corporation's 
real  expertise.  It  was  time  to  focus. 


This  guard  dog  monitors 
components,  reports 
outages,  prescribes 
remedies.  Cost,  $60,000. 


"We  decided  we  were  only  going  to 
sell  two  kinds  of  products  to  one  kind 
of  customer,"  says  Newton.  "Any- 
thing else  had  to  be  sold  off  or  written 
off."  What  two  kinds  of  products? 
Either  software  that  provided  custom- 
ers with  more  computer  uptime,  or 
software  that  cut  customer  operating 
costs.  And  what  one  kind  of  customer? 
Boole  &  Babbage's  traditional  cus- 
tomer— large-scale  computer  users. 

But  those  customers  weren't  buy- 
ing many  big  IBM  mainframe  comput- 
ers anymore.  Instead,  they  were  in- 
stalling networked  personal  comput- 
er systems  ("client-servers"). 

That  was  perfect  for  Boole  &  Bab- 
bage. Why?  Client-server  systems  are 


vastly  more  complex  than  mainframes. 
In  the  computing  world,  as  elsewhere, 
as  complexity  increases,  reliability  de- 
creases. Mainframe  outages  usually  are 
measured  in  minutes  per  month;  I 
have  seen  client- servers  where  outages 
are  clocked  in  hours  per  week. 

Newton  figured  such  problems  cre- 
ated a  perfect  opportunity  for  a  com- 
pany whose  name  was  synonymous 
with  computer  performance  monitor- 
ing. Released  in  1992,  Boole  &  Bab- 
bage's Command/Post  is  a  hot-sell- 
ing $60,000  (and  up)  program  that 
monitors  the  myriad  components  in 
complex  client-server  systems,  re- 
ports outages  instantly  and  prescribes 
remedies.  Customers  include  Ameri- 
can Airlines,  Bell  Atlantic,  Stone  Con- 
tainer and  Metropolitan  Life  Insur- 
ance— precisely  the  kind  of  large  cus- 
tomer Newton  set  his  sights  on  when 
appointed  chief  executive. 

With  costs  under  control,  a  strategy 
in  place  and  a  strong  new  product, 
Newton's  next  act  was  to  tell  his  story 
to  the  market.  But  how?  Cash  was 
tight  and  a  high-priced  advertising 
campaign  out  of  the  question. 

Because  Command/Post  keeps  an 
eye  on  all  of  an  enterprise's  comput- 
ers, Newton's  marketing  department 
thought  it  might  be  cute  to  build  an 
ad  campaign  around  Star  Trek.  Para- 
mount Pictures  was  willing  to  sell  a 
two-year  license  for  a  pittance, 
$75,000  a  year.  So,  Boole  &  Bab- 
bage's sales  force  showed  up  at  the 
next  trade  show  wearing  Star  Fleet 
uniforms — and  in  the  company  of 
Jonathan  Frakes,  Star  Trek's  Com- 
mander Riker.  Computer  wonks 
swarmed  to  the  company's  booth. 

What's  next?  With  $35  million 
cash  in  the  bank,  no  debt  and  a 
market  cap  of  $180  million,  Boole  & 
Babbage  is  looking  for  acquisitions. 
Says  Newton,  "We'll  never  be  Micro- 
soft, but  if  we  do  it  right  we  can 
become  a  major  force  in  the  corpo- 
rate computing  segment."  M 
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That's  because  Xerox  is  the  right  company  to  help  you  turn  mere  data  into  meaningful,  custom- 
ized documents.  Our  new  family  of  software,  hardware  and  application  solutions  can  give  you 
the  capability  to  customize  content,  context,  color  and  form;  the  flexibility  to  distribute 
to  the  point  of  need,  and  the  ability  to  do  it  all  for  your  application  and  environment. 
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Remember  3-D  movies?  The  technique  has  been 
revived  to  make  certain  kinds  of  surgery  easier  and  safer. 

Fooling  the  eye 


By  Suzanne  Oliver 

In  a  darkened  screening  room  in 
Barnert  Hospital  in  Paterson,  N.J.,  a 
small  audience  watches  as  Dr.  Steven 
Becker  operates  upstairs.  It  is  an  eerie 
scene,  with  the  surgeon  and  the  ob- 
servers all  wearing  outsize  3-D  glass- 
es. It  takes  Becker  30  minutes  to 
operate  through  a  keyhole-size  inci- 
sion in  a  42 -year-old  patient,  remov- 
ing adhesions  from  a  hernia,  then 
tugging  the  tissue  back  in  place  and 
closing  the  hole  with  plastic  mesh. 

Normally  it  takes  this  surgeon  45 
minutes  to  do  the  same  procedure. 
Becker  is  an  endoscopic  surgeon,  that 
is,  one  who  does  his  work  through  lA- 
to-Vsz-inch-wide  tubes  inserted  in  the 


body.  These  surgeons  view  their  tar- 
get indirectly,  as  video  from  a  camera 
deep  inside  the  patient,  and  they  end 
up  half  feeling  their  way,  half  seeing, 
since  the  display  can  be  hard  to  inter- 
pret. That's  where  those  weird-look- 
ing glasses  make  the  difference.  These 
are  electronically  controlled  3-D 
glasses;  with  them  the  forceps,  knife 
and  tissue  fairly  leap  from  the  screen. 
About  a  dozen  companies  are  de- 
veloping competing  3-D  surgery  sys- 
tems. Four  have  won  approval  from 
the  Food  &  Drug  Administration. 
But  whereas  these  four  use  two  lenses 
side  by  side  to  create  their  stereoscop- 
ic effect,  Becker's  system  creates  the 


Dr.  Steven  Becker  views  a  hernia  operation  in  3-D 
Virtual  surgery. 
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illusion  of  depth  with  a  single  lens. 

A  two-camera  method  underlay  the 
3-D  movies  of  the  1950s,  which  used 
two  projectors  whose  respective  im- 
ages, filtered  through  colored  glasses, 
could  be  seen  only  by  one  or  the  other 
eye.  After  a  brief  run  that  included 
Hitchcock's  Dial  M  for  Murder,  the 
3-D  movie  fad  died. 

But  the  technology  hasn't  died.  It 
has  long  been  theorized  that  a  single 
camera  might  produce  a  stereoscopic 
effect  under  the  right  conditions.  It 
wasn't  practical  to  do  this,  however 
until  the  advent  of  inexpensive  digital 
video  processing  components.  These 
can  alternately  show  images  to  the 
right  and  left  eye  at  a  combined  rate  oi 
120  images  per  second.  In  place  of  the 
green  and  red  eye  filters  of  the  olc 
movie  glasses,  this  system  uses  elec 
tronic  shutters.  Lenses  flop  from  clear 
to  opaque  in  response  to  an  electric 
current  that  is  kept  in  sync  with  the 
video  screen  via  an  infrared  signal. 

How  do  you  get  stereo  viewing 
from  a  single  camera?  The  systen 
offsets  every  other  image  by  a  fractior 
of  an  inch.  This  physical  separatior 
can  fool  the  brain.  In  the  absence  o> 
movement,  the  brain  has  nothing  tc 
work  with  but  two  identical  offse 
images,  and  the  result  is  flatness.  Bu 
the  slightest  movements  provide  clue: 
from  which  the  brain  can  extract  ; 
third  dimension. 

Some  of  this  was  the  work  of  ar 
English  scientist,  James  Ashbey,  whe 
was  looking  for  a  way  to  revive  3-E  , 
films  as  an  entertainment  medium 
Applying  the  technology  to  surger 
was  the  inspiration  of  Gregory  Dia 
mant,  45,  president  of  New  Yorl 
City- based  Automated  Medical  Prod '1^ 
ucts  Corp.,  and  Dr.  Baxter  Garcia, : 
medical  physicist  who  quit  his  job  a 
the  Albert  Einstein  medical  school  ir 
1993  to  join  Diamant.  They  paid 
Ashbey  a  fee,  then  developed  thei 
own  systeui,  which  is  awaiting  federa 
approval.  Main  selling  point:  Thei 
$40,000  system  can  hook  up  to  an 
endoscope  the  hospital  already  has. 

If  the  medical  device  doesn't  sell 
there  is  always  the  entertainment  mar 
ket  to  fall  back  on.  Garcia  loade< 
Peter  Gabriel's  hit  music  video  Stem 
into  his  videocassette  recorder,  and  it 
singing  star  and  dancing  bombshell 
popped  right  out  at  him.  He  say 
Hollywood  is  interested. 
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CorelFLOW  includes: 

•2,000  "drag  &  drop"  symbols 

•  1,000  clipart  images  &  1,000  photo  images 

•100  TrueType  fonts 

•Automatic  symbol  connectors 

•Direct  on-screen  editing 

•Application  &  diagram  linking 

•Network  ready 


Software  Spectrum  gives  you  all  the  con- 
venience of  toll-free  shopping.  Friendly, 
knowledgeable  sales  people  who  know  more 
than  just  prices.  Reliable  technical  support. 
Plus  same-day  shipping  of  orders  received 
before  4:00  p.m.  (Central). 

CALL  TODAY. 

7  a.m.  to  7p.m.  (Central) 
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The  three  kings 
take  to  the  Net 


COMMENTARY  BY  PETER  HUBER 


Peter  Huber,  a  senior  fellow  of  the  Manhattan 
Institute,  is  the  author  of  Orwell's  Revenge;  his 
E-mail  address  is  72543.2211@compuserve.com. 


There  were  three  kings,  it  is  written, 
who  traveled  from  the  East  bearing 
gifts  of  gold,  frankincense  and  myrrh.  If 
you  spot  their  likeness  in  front  of  city 
hall  today,  however,  there's  going  to  be 
a  lawsuit.  Religion  on  the  public  lawn  is 
unconstitutional.  When  government 
tends  the  grass,  the  kings  check  out. 

This  state  of  affairs  is  a  victory  for  the 
American  Civil  Liberties  Union,  which 
valiantly  protects  us,  as  Michael  Kinsley 
puts  it,  from  the  "creche  menace."  But  is 
it  a  victory  for  civil  liberties?  Not  if  the 
government  owns  too  much  of  the  grass. 

Similar  things  happen  on  electronic 
lawns.  Some  years  ago  PBS  stations, 
under  pressure  from  the  federal  govern- 
ment, which  funds  them,  canceled 
Death  of  a  Princess.  The  feds  were  butter- 
ing up  Saudi  Arabia,  whose  leaders  were 
offended  by  the  show. 

Private  broadcasters  kowtow  to  the 
government,  too,  because  Congress  na- 
tionalized the  airwaves  in  1927.  Ever 
since,  broadcasters  have  had  to  contend 
with  "public  interest"  and  "equal  time" 
rules  that  limit  what  they  can  air  or  refuse 
to  air.  One  radio  station  came  to  grief  for 
broadcasting  George  Carlin's  dirty 
mouth.  Another  was  slammed  for  refus- 
ing to  let  an  author  reply  to  an  attack  on 
his  anti-Goldwater  book. 

Owning  the  lawn  emboldens  gov- 
ernment to  encroach  on  cable,  as  well. 
Local  authorities  claim  the  rights  of 
way  over  and  under  streets;  cable 
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operators  pay  for  access  by  supplying 
free  channels  and  TV  equipment  to 
local  pols  or  their  favorite  "public 
interest"  friends.  More  recently,  fed- 
eral lawmakers  have  tried  deputizing 
phone  and  cable  companies  to  police 
indecency  on  their  networks.  The 
Postal  Service  has  always  been  nudged 
by  its  federal  owners  to  promote  this 
and  suppress  that;  Congress'  grossly 
abused  franking  privilege  illustrates 
the  possibilities. 

There  is  a  fundamental  constitu- 
tional lesson  here.  Tax-and-spend  is 
not  just  an  economic  issue.  The  more 
government  takes  from  your  wallet, 
the  more  it  takes  from  your  bill  of 
rights  down  the  line. 

So  far  as  religion  goes,  the  arithmetic  is 
carved  in  granite,  in  the  establishment 
clause  of  the  First  Amendment.  Once 
government  occupies  education,  for 


The  National  Endowment 
for  the  Arts  funds 
the  desecration  of  a  crucifix 
but  never  funds  the  hallowing 
of  anything  in  the  name 
of  the  Almighty. 


example,  that  much  space,  that  many 
teachers,  that  many  hours  of  the  day 
are  barred  from  entanglement  with 
religion.  When  Ira  Magaziner  nation- 
alizes health  care,  the  ethics  of  abor- 
tion get  nationalized,  too;  religious 
teachings  may  not  influence  the  de- 
bate, for  that  might  "establish"  Ca- 
tholicism over  atheism.  The  National 
Endowment  for  the  Arts  can  fund  the 
desecration  of  a  crucifix  in  the  name  of 
art;  it  could  never  fund  the  hallowing 
of  anything  in  the  name  of  the  Al- 
mighty. The  more  the  government 
sphere  expands,  the  more  the  sacred 
contracts:  It's  as  simple  as  that. 


The  same  arithmetic  applies, 
though  a  shade  more  loosely,  with 
free  speech.  The  cable  companies, 
which  have  to  hand  over  channels  to 
air  the  debates  of  city  hall,  must  take 
that  much  bandwidth  away  from  the 
fireplace  channel,  which  more  people 
would  watch. 

The  folks  who  cheer  the  aclu  are. 
more  often  than  not,  the  same  who  say 
that  government  should  spend  lavishly 
on  public  parks,  information  infra- 
structure and  the  Public  Broadcasting 
System.  Let  the  public  lawn  sweep  ovei 
an  ever  larger  fraction  of  our  land;  then  3 
benign  public  landlord  will  guarantee 
"equal  access"  to  all. 

This  sounds  wonderfully  egalitari- 
an, but  rarely  works  out  that  way  ir 
practice.  Once  government  has  youi 
money,  the  dollars  inevitably  drift  to 
ward  the  left  and  toward  the  secular 
Left,  because  government  action  i; 
inherently  collectivist,  and  govern 
ment  bureaucrats  exist  to  collectivize 
Secular,  because  the  Constitution  ex 
eludes  government  from  the  realm  o 
the  sacred.  Desecration  of  the  crucifix  i 
in,  creches  are  out. 

The  Internet  may  yet  save  us  from 
further  government  encroachments 
Though  a  brainchild  of  governmen 
itself,  the  Internet  has  broken  free.  Thd 
Net's  standards  and  protocols  were 
embraced  by  the  private  sector,  and  ii 
time  the  whole  system  shook  off  it 
statist  origins. 

On  the  largely  privatized  Interne 
today,  you  can  display  a  creche  o 
teach  creation  science  all  you  like 
Indeed,  speech  and  religion  are  freec 
there  than  anywhere.  But  this  is  s<> 
precisely  because  control  of  the  Ne^ 
migrated  out  of  public  hands. 

Most  of  us  aren't  interested  in  ere; 
ation  science,  of  course.  But  the  onl 
way  to  treat  secular  Darwinians  exact! 
the  same  as  religious  creationists  is  t« 
let  each  side  proselytize  and  persuad 
as  best  it  can.  And  the  only  way  to  dti 
that  is  to  leave  the  marketplace  of  idea 
squarely  in  the  marketplace  itself. 

That  means  private  buildings,  nc 
city  halls;  private  lawns,  not  publi 
parks.  The  aclu  and  conservative 
alike  should  be  repelled  by  grandios 
schemes  to  federalize  the  informatio 
highway.  Three  kings  can  follow  thei 
star  unmolested  down  that  silicat 
trail  only  so  long  as  the  glass  is  bough 
and  paid  for  by  private  citizens.      ■ 
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What's  Eating 


Your  Memory? 
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Mouse  Driver—up  to  25K 


Network  Drivers  —up  to  150K 


SoundCard  Driver- up  to  25K       DOS  6  Utilities— up  to  100K  CD  ROM  Drivers— up  to  50K 


Memory  munchers  lurk  in  your  system. 

They  consume  memory  your  programs  need  to  work  smoothly, 
or  even  to  load  at  all— whether  they  run  in  Windows  or  from  the 
DOS  prompt. 

When  You  Lose  Memory,  You  Lose  Power 

When  you  install  new  hardware  or  software,  haven't  you  wondered 
where  all  your  memory  goes?  Or  why  things  start  to  slow  down? 
Beep!  Not  enough  memory  to  run.  Beep!  General  Protection 
Fault!  Beep!  Crash.  Things  are  getting  a  little  unpredictable.  What's 
happening  to  your  computer?  What  can  you  do? 

If  You  Need  It,  You  Hove  to  Feed  It 

Software  drivers  all  take  a  bite  out  of  your  0-640K  memory  area; 
and  if  they  eat  too  much,  your  applications  will  grow  sluggish  or 
even  refuse  to  run  at  all. 

But  drivers  are  necessary  for  all  the  things  you  want  to  use: 
most  programs  talk  to  a  mouse  driver,  not  to  the  mouse  itself;  a 
CD-ROM  drive  needs  a  driver  so  that  DOS  can  recognize  it.  Sound 
cards  usually  need  drivers  for  programs  to  talk  to,  and  so  on. 

All  in  all,  the  more  you  want  from  your  PC  the  more  mouths 
you'll  need  to  feed. 


Get  it  All  Back — and  More 

QEMM  7.5  delivers  as  much  conventional  (below  640K)  memory 
area  as  possible  by  relocating  these  hungry  drivers  into  vacant 
memory  space  above  640K.  That  frees  up  the  area  in  conventional 
memory  that  drivers  were  stealing— memory  needed  by  games, 
data  bases,  and  other  programs. You  could  find  yourself  with  bonus 
memory  that  you  never  knew  you  had! 

QEMM  7.5 — the  Safe,  Fool-proof  Solution 

Nothing  could  be  simpler.  QEMM  installs  from  within  Windows  or 
DOS  and  automatically  calculates  up  to  millions  of  combinations. 
Within  moments  it  finds  the  optimum  memory  configuration  for 
your  PC.  And  that  ensures  your  software  will  run  its  best. 

QEMM  7.5  employs  its  patented  Stealth"  and  DOS-UP '" 
technology  to  give  up  to  634K  conventional  memory.  That  means 
you  can  load  a  mouse,  sound  card,  CD-ROM  and  a  network...  and 
still  have  over  600K  (up  to  723K  for  DOS  text  programs)!  No 
wonder  QEMM  outsells  all  the  other  memory  managers  put 
together! 

See  your  software  dealer  today  to  find  out  more  about  how 
QEMM  75  protects  your  memory  and  your  productivity. 
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Don't  assume  you  will  spend  your  declining  years 
vegetating  in  a  nursing  home. 

Making  the 
golden  years 
golden 


By  Janet  Novack 


Olive  Grimmer  with  video  magnifier 
"I'm  one  of  the  lucky  ones." 


Olive  Grimmer,  a  retired  Kenmore, 
N.Y.  bookkeeper,  is  94.  She  suffers 
from  macular  degeneration  that  has 
left  her  vision  weak.  She  has  occasion- 
al dizzy  spells,  which  can  cause  her  to 
fall.  But  Olive  Grimmer  has  no  need 
to  go  to  a  nursing  home;  she  cooks 
her  own  food  and  enjoys  visiting  her 
38  descendants,  who  include  a  great- 
great-granddaughter. 

The  specter  of  being  confined  to  a 
nursing  home  dims  in  many  breasts  the 
anticipation  of  living  to  a  ripe  old  age. 
Relax,  folks.  A  helpless,  dribbling  de- 
cline does  not  necessarily  await  you. 

Olive  Grimmer  can  still  read  letters 
and  write  checks,  using  a  $3,000  vid- 
eo magnifier  that  projects  printed 
matter  onto  a  19-inch  TV  screen.  Un- 
able to  see  her  stove  controls,  Grim- 
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mer  microwaves  frozen  dinners  for 
herself  when  she  isn't  dining  out  with 
friends  or  relations. 

To  guard  against  falling  during 
those  dizzy  spells,  she  uses  a  walker 
around  her  apartment.  When  she 
bathes  herself,  she  is  careful  to  use  the 
grab  bars  in  her  tub.  "The  only  sur- 
gery I've  ever  had  was  my  tonsils  out. 
I'm  one  of  the  lucky  ones,"  she  says. 

Will  you  be  so  lucky? 

There's  an  improving  chance  of  it. 
Recent  research  suggests  that  the  el- 
derly are  becoming  disabled  later  and 
less  often  than  they  were  a  decade 
ago.  For  those  aged  who  do  become 
partially  disabled,  technology  is  pro- 
viding more  help — as  with  Olive 
Grimmer's  reading  device.  There  are 
automatic  dialer  phones  and  hydrau- 
lic bath  lifts  and  on  and  on. 

For  those  who  need  personal  assis- 
tance, too,  the  market  is  providing 
useful  products:  paid  home  care,  day 
care,  assisted-living  apartments.  The 
combination  of  technology  and  home 
care  is  fast  becoming  a  happy  alterna- 
tive to  nursing  homes  for  those  who 
are  mentally  sound. 

Duke  University  demographer 
Kenneth  Manton  and  associates  ana- 
lyzed three  national  surveys  done 
from  1982  to  1989.  They  found  that 
in  1989,  22.6%  of  the  elderly  in  the 
survey  needed  either  devices  or  other 
folks  to  help  them  with  the  basics;  that 
was  two  full  points  less  than  expected, 
given  national  disability  rates  in  1982. 

From  this  and  other  research,  Man- 
ton  argues  that,  on  average,  the  baby 


boom  generation  will  spend  less  time 
in  nursing  homes  and  fewer  years 
being  severely  disabled  than  its  par- 
ents and  grandparents.  Says  Manton: 
"If  you're  already  93  when  you  be- 
come severely  ill  or  disabled,  then  you 
probably  won't  linger  for  four  or  five 
years.  You're  more  likely  to  enter  a 
short  terminal  decline  of  90  to  120 
days."  In  short — a  relatively  active  old 
age,  then,  suddenly,  good-bye. 

During  those  increasingly  active 
later  years,  the  elderly  will  get  lots  of 
help  from  technology  and  medical 
advances.  Consider  the  recent  gains  in 
treatment  of  cataracts.  Not  going 
blind  is  a  big  factor  in  staying  out  of  a 
nursing  home. 

All  this  presumes  that  people  will 
take  reasonable  care  of  themselves  in 
their  younger  years  and  behave  sensi- 
bly when  they  get  older.  This  helps 
explain  why  the  statistics  show  that 
the  well  educated  have  on  average 
longer  lives  and  healthier  old  ages 
than  the  relatively  uneducated.  It's 
not  that  sitting  all  those  years  in  class- 
rooms promotes  good  health.  Rather 
the  educated  are  better  able  to  disci- 
pline themselves  with  healthy  habits 
and  are  more  likely  to  be  up  on  the 
latest  medical  advice.  Reports  Samuel 
Preston,  who  heads  the  Population 
Aging  Research  Center  at  the  Univer- 
sity of  Pennsylvania:  "Better-educat- 
ed people  have  stopped  smoking  fast- 
er and  changed  their  dietary  fat." 

One  more  reason  to  take  good  care 
of  your  body  in  your  young  and  mid- 
dle years:  the  better  to  be  able  to  take 
advantage  of  all  the  technology  that 
can  extend  people's  active  lives. 

To  learn  more  about  helping  the 


The  baby  boom  generation 
will  spend  less  time  in  nursing 
homes  than  its  parents. 


elderly  live  independent  lives,  call 
800-227-0216— government  fund- 
ed contractors  provide  information 
about  rehabilitation  research,  services 
and  organizations.  They  can  also 
search  Abledata,  a  database  of  20,000 
devices  for  the  disabled,  from  walker 
accessories  to  knives  with  special 
grips.  Or,  for  $25,  you  can  order  a  CD 
ROM  copy  of  Abledata.  ■  I 
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Seventy-five  years  ago  the  Original 
Dixieland  Jazz  Band  cut  the  first  jazz 
records,  "Livery  Stable  Blues"  and 
"Dixie  Jass  Band  One-Step,"  and  the 
rest  is  history. 

The  Diamond  Jubilee  of  Jazz, 
February  March  1992 


In  the  decade  that  followed 
World  War  II,  the  American 
automobile  industry  produced 
the  most  extravagant, 
outrageous,  and  desirable 
machines  in  the  world. 
Detroit  Iron, 
October  1991 
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After  an  elegant  dinner  in  a  posh 
restaurant,  Frank  X.  McNamara 
discovered  he  was  out  of  cash.  It 
gave  him  the  idea  for  Diners 
Club,  America's  first  credit  card. 
Credit  Card  America, 
November  1991 


Alexander  had  a  horse 
named  Bucephalus. 
Napoleon  had  Marengo. 
Robert  E.  Lee  had  Traveller, 
a  strikingly  handsome  and 
elegant  animal.  In  contrast, 
Ulysses  S.  Grant's 
Cincinnati  was  a  slightly 
rumpled  bay 

Getting  Right  With  Robert 
E.  Lee,  May  /June  1991 


Commander  Joe  Rochefort, 
who  disobeyed  the 
intelligence  bureaucracy 
and  gave  Admiral  Nimitz 
raw  intelligence  data, 
changed  the  course  of 
World  War  II. 
The  Biggest  Theater, 
December  1991 
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Like  golf,  improving  your  speechmaking 
is  hard  work,  but  well  worth  it. 

"Unaccustomed 
as  I  am... " 


By  Vicki  Contavespi 


All  of  us  are  called  upon  from  time 
to  time  to  give  a  talk.  Most  of  us  flop. 
Why?  Herewith  ten  mistakes  busi- 
ness people  commonly  make  when 
giving  speeches. 

■  Agreeing  too  readily  to  make  a 
speech  in  the  first  place.  Says  John 
Donnelly,  a  McLean,  Va.  __ 
corporate  speechwriter  for 
30  years,  "Too  many  times 
speakers  accept  appear- 
ances, but  they  don't  really 
have  a  message  or  a  clue." 

Before  saying  yes,  get  a 
clear  idea  of  the  audience. 
Do  you  have  anything 
worth  saying  to  it?  If  not, 
just  say  no. 

■  Failing  to  ask  for  prime 
time.  If  invited  to  speak  at  a 
conference  or  on  a  panel, 
request  right  away  to  be 
first  up,  when  the  audience  is  fresh. 
What  if  they  turn  down  your  request? 
They  probably  won't,  because  very 
few  people  think  to  ask. 

■  Leaving  your  introduction  in  the 
hands  of  others.  Find  out  who  is 
going  to  introduce  you.  If  you  don't 
like  the  choice,  suggest  someone  you 
do.  Also,  don't  simply  mail  in  a  bio. 
Write  your  introduction  yourself. 

■  Winging  it.  Just  because  you've  giv- 
en speeches  before  doesn't  mean  you 
won't  be  boring.  It's  like  your  golf 
game.  Improving  it  takes  real  work, 
not  mere  repetition.  Start  preparing 
your  remarks  as  soon  as  you  can,  even 
though  the  talk  is  weeks  or  months 
off.  Don't  leave  it  until  the  last  min- 
ute, hoping  inspiration  will  come; 
inspiration  comes  to  those  who  beck- 
on to  her. 

■  Delegating  preparation  of  your 
speech.    Don't!    Reading   a   canned 
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script  with  which  you  are  barely  famil- 
iar is  a  guaranteed  room  emptier. 
Hired  hands  rarely  will  be  gutsy  about 
the  words  they  are  putting  in  your 
mouth.  Nor  are  you  likely  to  put 
much  conviction  into  something  that 
someone  else  thought  up.  Figure  out 


what  you  want  to  say;  then  if  you 
want,  hire  someone  to  polish  it  for 
you.  Seasoned  speechwriters  general- 
ly charge  $3,000  to  $5,000  for  a 
corporate  speech. 

■  Forgetting  that  speechmaking  is  a 
form  of  show  business  and  benefits 
from  a  few  tricks  of  the  theatrical 
trade.  When  you  get  to  the  podium, 
wait  five  seconds  before  saying  any- 
thing; that  builds  a  sense  of  anticipa- 
tion. Scan  the  room,  make  eye  contact 
so  that  people  in  the  audience  think 
you  are  talking  to  them,  not  to  the 
walls.  If  you  speak  from  a  script  or 
notes,  glance  up  frequently.  Don  Ep- 
stein, president  of  Greater  Talent 
Network,  Inc.,  makes  his  living  from 
the  speech  industry;  his  firm  repre- 
sents speakers  such  as  Terry  Ander- 
son, P.J.  O'Rourke  and  Tom  Wolfe. 
Epstein  has  this  advice:  "There  has  to 
be  a  sense  of  warmth  from  the  eyes, 


the  voice  and  the  body  language  to 
connect  with  the  audience." 

■  Being  self-deprecating.  No  one 
likes  pomposity,  but  putting  yourself 
down  to  show  you're  a  regular  guy 
can  backfire.  Labor  Secretary  Robert 
Reich  often  opens  his  speeches  by 
alluding  to  his  diminutive  stature. 
That  cheap  way  of  begging  empathy 
could  persuade  the  audience  that 
their  man  is  insincere. 

■  Trying  too  hard  to  be  funny.  Hu- 
mor is  the  essential  spice  of  any  good 
talk — including  a  eulogy.  But  if 
you're  not  a  good  storyteller  offstage, 
you'll  stink  up  the  joint  onstage.  Eye 
contact  and  sincerity  will  do  more  to 
relax  an  audience  than  unfunny  jokes. 

■  Overrunning  the  meter.  Twenty 
minutes  should  be  the  maximum 
length  of  a  talk,  even  though  much 
more  time — typically  45  minutes —  is 
allotted. 

>  ■  Forgetting  about  follow - 
f  up  questions.  Ask  yourself, 
"What  are  the  five  toughest 
questions  I  could  get?  What 
would  embarrass  me?"  Be 
prepared  with  answers.  To 
insure  against  standing, 
there  mute,  plant  a  good: 
question  or  two  with  col- 
leagues. Or  get  things  roll- 
ing by  saying  something, 
like,  "Two  questions  I'm 
often  asked  are.  .  .  ." 

If  you  are  called  upon 

regularly  to  speak,  consider 

getting  help  in  polishing  your  act.  A^ 

speech   coach   will   typically  charge; 

$250  to  $500  an  hour. 

One  source  for  speechwriters  and 
coaches,  as  well  as  for  good  tips  on 
speaking,  is  Vital  Speeches  of  the  Da) 
magazine  ($40,  twice  a  month,  City 
News  Publishing  Co.,  Mt.  Pleasant. 
S.C.).  Other  good  sources  are  veteran 
speechwriter  Joan  Detz's  book  Hon 
to  Write  &  Give  a  Speech  ($9.95,  St.: 
Martin's  Press)  and  American  Speak 
er:  Tour  Guide  to  Successful  Speaking 
(Georgetown  Publishing  House. 
Washington,  D.C.).  Edited  by  Ararr 
Bakshian  Jr.,  former  speechwriter  foi 
Ronald  Reagan,  American  Speaker 
costs  a  tough  $297.  In  addition  tc 
giving  shrewd  advice,  it  contains  i 
rich  storehouse  of  quotes,  historica 
dates,  anecdotes,  jokes  and  the  like.  Ii 
also  entitles  buyers  to  call  up  Bakshiar 
for  personal  help  on  speeches.        ■ 
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The  art  nouveau  style  flourished  briefly  at  the  start 
of  this  century,  then  faded.  As  the  century  ends, 
its  sensuous  beauty  is  strangely  appealing. 

Tables  with 
dragonfly  legs 


By  Christie  Brown 


Paris  in  1900,  the  very  birth  of  this 
now  waning  century.  Art  nouveau — 
elaborate,  daringly  different — flashes 
into  vogue  in  all  the  decorative  arts. 

At  that  year's  glittering  World's 
Fair  in  the  City  of  Light,  there  is 
furniture  by  masters  of  the  genre, 
Louis  Majorelle,  Emile  Galle,  Hector 
Guimard. 

Restaurants  like  Maxim's  and  Ju- 
lienne's are  showcases  for 
the  sensuous  style,  with  its  |~ 
forms  taken  from  nature 
and  from  the  female  body. 
The  serpentine  entrances  to 
the  Paris  Metro,  designed 
by  Guimard,  still  fill  Pari- 
sians with  pride. 

Yet  the  moment  is  brief. 
Started  around  1890,  art 
nouveau  spreads  across  Eu- 
rope, eagerly"  accepted  by  a 
newly  affluent  middle  class 
as  well  as  by  the  upper  crust. 
But  by  1910  people  tire  of 
oc  it.  Art  nouveau  is  derided  as 
;f)if  decadent,  overblown  and 
vulgar. 

As    this    century    fades, 
jtctl  people  are  again  finding  art 
i;  fj'4  nouveau  wonderful  stuff  to 
live  with.  The  hottest  area  is 
art  nouveau  glass,  adored 
by      Japanese      collectors. 
Prices  took  off  in  the  late 
1980s,   dropped,   and   are 
now  rising  again  with  re- 
fjl  newed    Japanese    interest. 
But  with  no  space  in  their 
homes    for   furniture,    the 
Japanese  are  not  big  buyers. 

Nevertheless,    some    of 

-;  the  best  furniture  has  done 

particularly  well   over  the 
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past  year,  fueled  by  a  series  of  single- 
owner  sales.  At  the  top  of  the  market 
are  the  rare  pieces  by  Scottish  archi- 
tect Charles  Rennie  Mackintosh  and 
the  Austrian  designers  Josef  Hoff- 
mann and  Koloman  Moser. 

Last  year  a  cabinet  by  Moser 
brought  S540,000  at  Sotheby's  Lon- 
don, a  record  for  Moser.  A  Mackin- 
tosh writing  cabinet  of  ebonized  ma- 


Paris  Metro,  Porte  Dauphine  station,  designed  by  Guimard 
Almost  a  century  old  and  still  beguiling. 


Dragonfly  table  by  Emile  Galle 

About  $30,000,  up  30%  in  ten  years. 


hogany  fetched  $1.2  million  at  Chris- 
tie's London — a  record  for  20th- 
century  furniture. 

Of  the  French  designers,  top  names 
are  Guimard,  Georges  de  Feure  and 
Eugene  Gaillard.  Their  pieces  fetch 

up  to  $170,000  but  rarely 

come  on  the  market. 

But  best  known  is  Louis 
Majorelle,  the  cabinet  mak- 
er famous  for  his  richly  or- 
namented pieces  with  un- 
dulating shapes  of  water  lil- 
ies and  orchids.  Majorelle 
designed  entire  lines  of 
lamps,  furniture  and 
wrought- iron  banisters,  all 
turned  out  in  his  factory  in 
Nancy,  France.  Today  his 
best  pieces,  originally  made 
in  small  editions,  bring  up 
to  $250,000  at  auction. 

The  art  nouveau  move- 
ment grew  out  of  a  desire  to 
break  with  the  perceived 
ugliness  of  so  many  prod- 
ucts of  the  early  industrial 
age.  Throughout  the  19th 
century,  furniture  makers, 
for  want  of  fresh  inspira- 
tion, merely  churned  out 
copies  of  earlier  styles. 

Fed  up  with  the  lack  of 
innovative  design,  artists 
drew  inspiration  from  two 
sources.  One  was  En- 
gland's Arts  and  Crafts 
movement,  which  es- 
poused unity  among  the 
arts  and  preached  the  need 
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Finally,  a  new  concept  in  seating, 


comes 

The  Concept. 


Reinvent  the  car  seat.  Engineer  it. 
Make  it  fit  virtually  everybody.  And 
virtually  every  size  body. 


The  Car. 


To  make  it  happen,  our  engineers 
started  from  the  inside  out. 
The  optional  lumbar  support 
became  a  flexible  strap  that 
electromechanically  adjusts  to 
individual  body  contours.  For  true 
comfort,  the  foam  was  placed  to 
eliminate  uncomfortable  pressure 


points,  then  joined  to  the  seat  frame 
rather  than  laid  over  it.  Finally  the 
seat  was  tested.  By  hundreds  of 
people  who  drove  over  100,000 
miles.  The  long  and  short  of  it? 
A  car  seat  that  fits.  Virtually  every 
body.  The  all-new  1995  Riviera 
by  Buick.  What  a  concept. 
To  learn  more,  call  1-800-4-RIVIERAi 


Riviera  by  Buick 


r 


*^a$ 


#> 


I    ©1994  CM  Corp.  All  rights  reserved. 
J   Riviera  is  a  registered  trademark  of  (JM  Corp 
Buckle  up.  America! 


PERSONAL  AFFAIRS 


Louis  Majorelle  furniture  with  orchid  pattern 
Motifs  of  nature  were  the  unifying  theme. 


for  beauty  in  everyday  life.  The  other 
influence  was  Japanese  art,  then  in 
vogue  in  Europe,  with  its  daring, 
fluid  lines. 

Europe's  architects  provided  mo- 
mentum for  the  movement.  Victor 
Horta,  a  Belgian  architect,  jump- 
started  art  nouveau  after  building 
Tassel  House  in  Brussels  in  1893. 
Horta  had  designed  and  furnished  the 
entire  house  with  a  decorative  motif 
of  creeping,  plant-like  tendrils  run- 
ning over  the  walls,  arches  and  win- 
dows. The  unified  concept  and  airy 
design  were  a  revolutionary  break 
from  the  dark  and  ornate  interiors  of 
the  Victorian  age. 

The  essence  of  the  art  nouveau 
movement  was  its  spontaneity  and 
eccentricity.  Styles  varied  greatly  by 
country  and  so  did  the  name  of  the 
movement.  The  unifying  theme  was  a 
yearning  to  capture  the  essence  of 
nature  in  art. 

In  Belgium  it  was  known  as  Paling 
Stijl  (eel  style),  in  Spain  as  Moder- 
nista,  in  Italy  as  Stile  Nouille  (noodle 
style),  in  Germany  as  Juqendstil 
(youth  style),  in  Austria  as  Secession. 

In  France,  the  new  art  was  original- 
ly called  Le  Modern  Style.  It  later 
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became  known  as  art  nouveau,  after  a 
prominent  Parisian  gallery,  Maison 
Art  Nouveau. 

Art  nouveau  played  only  a  small 
part  in  the  U.S.  during  its  heyday — 


Charles  Rennie  Mackintosh  chair,  1904 
A  cabinet  recently  fetched  $1.2  million. 


Louis  Tiffany  was  the  one  major  play- 
er, although  his  work  was  less  stylized 
than  that  of  his  French  counterparts. ; 
The  American  Arts  and  Crafts  move- 
ment went  its  own  way,  emphasizing 
simplicity  and  deliberately  eschewing 
the  ornate.  But  oddly  enough,  one  of 
the  greatest  collections  of  art  nouveau 
anywhere  in  the  world  was  put  to- 
gether by  a  pair  of  Virginians,  Sydney 
and  Frances  Lewis,  founders  of  Best 
Products  Co. 

Now  retired,  the  Lewises  started 
collecting  in  the  late  1960s,  when  few 
pieces  cost  more  than  $6,000.  Gradu- 
ally, their  Richmond  home  became 
filled  with  beds  and  armoires  by  Ma- 
jorelle, desks  by  Guimard,  silverware 
by  Hoffmann,  tables  by  Gaillard,  a 
sideboard  by  Galle  and  chairs  by 
Moser,  Mackintosh  and  the  Italian 
Carlo  Bugatti. 

The  Lewises  found  most  of  the  stufl 
at  Sotheby's  and  Christie's  in  Lon- 
don, and  the  Hotel  Drouot  auction 
house  in  Paris.  Dealers  included  Lil- 
lian Nassau  and  the  Macklowe  Gal- 
lery, both  in  New  York,  and  the  Ga- 
lerie  Felix  Marcilhac  in  Paris. 

After  years  of  opening  their  home 
to  scholars  and  school  groups  to  see^ 
the  furniture,  in  1985  the  Lewises; 
finally  decided  to  donate  their  hum 
dreds  of  pieces  to  the  Virginia  Muse- 
um of  Fine  Arts  in  Richmond.  The 
best  public  collection  of  art  nouveau 
in  the  U.S.,  part  of  it  is  now  on  exhibin 
at  the  Bard  Graduate  Center  in  New 
York  City  through  February. 

Collectors  will  not  find  many  bari 
gains.  Over  the  last  decade,  pricet- 
have  risen  about  30%.  A  famou; 
"dragonfly"  table  by  Galle  now 
brings  $25,000  to  $30,000,  up  fron 
about  $20,000  in  1984.  But  the  mad 
ket  is  spotty.  Many  tables  and  chainr 
mass  produced  by  Majorelle  and  oth I 
ers  sell  for  under  $5,000.  It  take 
expertise  to  know  the  difference  be; 
tween  the  custom  pieces  and  the  fac. 
tory  piece's.  So  patient  shoppers  who 
don't  require  top-of-the-market  stuf- 
can  still  do  fairly  well.  "One  sale  will 
be  a  flier,  then  the  next  a  total  squeal 
er.  You  can  never  tell,"  says  Sotheby'; 
decorative  arts  pro  Barbara  Deisroth 

Two  worthwhile  books  are  Ar 
Nouveau  by  Alastair  Duncai 
(Thames  Hudson,  $14.95)  and  Ar 
Nouveau  by  Klaus-Jiirgen  Sembacl 
(Taschen,  $19.98).  ■ 


Forbes  ■  January  16,  199! 
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Absolutely  everything  you  need  for  your  next  big  meeting. 
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&T  teleconferencing]    Pick  up  any  telephone  in  The  Westin  and  you  can  simulta- 

sly  converse  with  people  in  up  to  15  different  locations  around  the  world.  Which  means  you 

even  have  to  leave  your  room  to  conduct  your  next  big  meeting,  much  less  turn  off  the  TV 

proud  to  offer  ATeJT  In-room  Long  Distance  Service  for  your  ATeJT  Calient]  Card,  ATeJT 


After 

In-Room 
Long 
Distance 
Service 


c 


Hotels  &  Resorts<e 


rsal  Card  and  operator-assisted  calls:  for  reservations  call  your  travel  consultant  or  (800)  228-5000.        along  the  way.- 
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Front  woman 

Whkn  Coudersport,  Pa.- 
bascd  cable  firm  Adelphia 
Communications  wanted 
in  on  October's  Federal 
Communications  Com- 
mission auction  of  two-way 
paging  licenses,  it  recruit- 
ed Lisa-Gaye  Shearing,  37. 
"They  thought  I  would 
be  a  good  partner,'1 
she  says. 

No  doubt.  By  handing 
Shearing  50.1%  of  new 
company  Page  Call, 
Adelphia  gets  the  Fee's  spe- 
cial payment  terms  for 
women-owned  firms,  in- 
cluding a  40%  discount 

Checkmate 

Anil  Gajwani,  Indian- 
born  son  of  a  chess  champi- 
on, came  to  the  U.S.  in 
1976  and  made  his  first  mil- 
lion by  age  2 1 ,  turning 
$10  million  (sales)  Insta- 
Check  Systems  into  the 
nation's  largest  indepen- 
dently owned  check-veri- 
fication firm. 

Now  he's  ready  to  play 
a  new  game — paging.  At 
the  FCC  auction  of  re- 
gional two-way  paging  li- 
censes in  October,  Gaj- 
wani bought  a  Southeast  li- 


on its  $53  million  bid  for 
licenses  in  the  Northeast, 
Southeast  and  Midwest. 

There's  more  than 
gender  involved.  For  13 
years  Shearing  was  a 
banker  to  cable  firms  at  To- 
ronto Dominion  Bank 
and  Tampa,  Fla. -based 
Communications  Equity 
Associates.  Those  contacts 
will  be  a  boon  to  Adel- 
phia, which  will  market 
Page  Call's  paging  ser- 
vices via  cable. 

And  Shearing  won't 
put  up  one  cent  for  the 
deal.  Terms  any  banker 
would  love. 


cense  for  a  mere  $8 
million;  others  paid  as 
much  as  $19  million. 

Considered  a  minority, 
Gajwani,  35,  qualifies  for 
the  FCC's  special  payment 
terms.  But  with  $60  million 
in  startup  costs,  can  he 
compete  against  telecom- 
munications giants  vying 
to  buy  him  out?  "That's  the 
exciting  part,"  says  Gaj- 
wani. "To  pull  it  off  when 
the  whole  world  says  you 
can't." 

-Juliette  Rossant 


Chess  aficionado 
Anil  Gajwani 
He's  ready  to 
play  the  paging 
game.  But  is  his 
minority  status 
enough  of  an 
edge? 


Page  Call's  Lisa-Gaye  Shearing 
Something  for  nothing. 


Busy  signals 

An  enthusiastic  sales- 
man with  a  Harvard 
M.B.A.,  John  Beletic  has 
a  penchant  for  fast-growinj 
technology  businesses.  In 
the  late  1980s  he  turned 
around  a  nearly  bankrupt 
operator  of  voice-mail  sys- 
tems and  sold  it  to  Ameri- 
tech  for  $45  million. 

Now,  Beletic,  43,  runs 
Dallas- based  PageMart.  Al 
ready  the  nation's  fifth- 
largest  paging  company, 
with  750,000  customers 
and  $100  million  in  sales, 
PageMart  paid  the  FCC 
$130  million  for  the  equiv 
alent  of  two  nationwide 
licenses  last  year.  By  early 


Technology  enthu- 
siast John  Beletic  of 
PageMart 
"I  don't  believe 
anyone  could 
identify  an 
industry  with 
more  potential." 


1996  Beletic  hopes  to  use 
those  licenses  to  offer 
pagers  that  return  a  re- 
sponse to  the  sender. 

To  finance  the  future, 
PageMart  tried  a  public  of- 
fering last  summer,  but 
investors  balked  at  the  rich 
offering  price  for  the  still 
moneylosing  firm.  So  ma- 
jority owner  Morgan 
Stanley  and  other  institu- 
tional investors  stepped 
in  with  cash.  Now  hoping 
The  Street  will  be  friend- 
lier, Beletic  plans  to  take 
PageMart  public  later  this 
year.  "I  don't  believe  any- 
one could  identify  an  in- 
dustry with  more  poten- 
tial," he  says. 


Christopher  Palmer  ; 
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Entering  the  FCS  Portfolio  Awards'"  involves  risks,  including  but  not  limited  to  loss  of  self-esteem,  dejected  creatives,  and/or  vindictive  creative  directors.  The 
Financial  Communications  Society,  heretofore  and  forevermore  known  in  this  document  as  FCS,  does  not  guarantee  that  entrants  will  win  an  award.  Nor  will  FCS 
heretowit  be  known  as  the  responsible  party  in  the  first  part  in  any  such  situation  involving  damages  being  sought  in  recompense  for  bruised  egos,  sullen  dispo- 
sitions, or,  in  the  case  of  winning  entries,  swollen  heads  and  haughty  tones.  Past  performance  in  other  creative  award  competitions  is  no  guarantee  of  future  results, 
nor  does  winning  the  award  guarantee  any  advantage  in  future  financial  communications  business  pitches.  Entering  this  show  does  not  constitute  an  admission 
on  the  part  of  FCS  that  said  work  is  worth  a  darn,  much  'ess  great  or  award  winning,  although  it  would  be  really  nice  if  it  were,  considering  that  this  is  an  award 
show  designed  to  recognize  such  work  in  the  financial  communications  field  Reading  all  the  legal  copy  in  this  ad  does  not  constitute  an  act  of  masochism, 
although  that  may.  in  certain  circumstances,  be  considered  a  subjective  opinion  not  held  by  FCS  or  any  of  the  sponsors  of  this  glorious  event  once  again  and 
forevermore  referred  to  as  the  FCS  Portfolio  Awards.  Not  the  Good  ol'  Portfolio  Awards  or  Those  Awards  Given  Out  By  Those  Folks  Down  On  Wall  Street,  or  even 
Those  Totally  Rad.  OneShow  Challenging,  Ego  Inflating,  Morale  Boosting,  Really  Pretty  Cool,  Neat-0  Keen  FCS  Portfolio  Awards,  but  expressly  and  in  every 
instance,  The  FCS  Portfolio  Awards  Please  feel  free  to  supply  your  own  adjectives  in  conversation  when  discussing  the  potential  of  winning  one  of  the  aforemen- 
tioned FCS  Portfolio  Awards  excitedly  with  your  co-workers  around  the  coffee  maker,  or  the  fax  machine,  or  even  the  copier  down  the  hall  that's  always  breaking 
down  and  driving  you  nuts.  But  only  if  said  adjectives  are  in  every  sense  and  meaning  positive  ones  that  speak  highly  of  the  awards,  its  sponsors,  and  especial- 
ly of  the  copywriter  who  is  attempting  at  this  moment  to  fill  two-thirds  of  a  page  with  pseudo-legal  copy  at  7  point  type.  6.5  point  leading,  and  -2  points  tracking. 
Yeah,  yeah,  try  it  yourself  sometime.  Anyway.  FCS  and  the  other  sponsors  of  this  show  would  like  to  thank  the  Academy,  the  voters,  (You  like  me!  You  really  like 
me!)  and  most  importantly,  everybody's  parents,  without  whom  there  would  be  absolutely  no  one  to  whom  we  could  sell  all  the  financial  services  that  require  com- 
munications that  can  be,  in  somewhat  rare  and  wonderful  circumstances,  really,  really  good,  thus  bringing  about  the  dire  and  subsequent  need  for  an  award  show 
honoring  those  who  broke  free  the  surly  bonds  of  Earth  and  flew  where  no  no-load  mutual  fund  has  ever  flown.  Natch.  Furthermore,  we  of  the  planet  Gelbot-23 
would  like  to  inform  all  those  still  with  us  in  reading  this  copy  that  we  will  be  invading  New  Jersey  exactly  three  days  after  the  last  award  has  been  handed  out  to 
some  brilliant,  good  looking,  creative,  dynamic  soul  whose  life  will  be  complete  upon  reception  of  said  award.  Which  is  good,  of  course,  considering  that  if  said 
award  winner  happens  to  live  in  Jersey,  his  life  will  literally  be  complete  three  days  hence  as  he  will  be  nutronized  into  a  small,  green  pile  of  simi-radioactive  dust. 
Furthermore,  in  any  circumstances  where  the  earth  should  come  to  a  cataclysmic  end.  either  from  an  act  of  God,  at  the  hands  of  Gelbotian  blood  lust,  or  from  an 
overdose  on  O  J  trial  coverage'"  FCS  and  the  other  sponsors  of  these  awards  will  be  in  no  way  responsible  for  the  maintenance  and  upkeep,  nor  for  the  return, 
of  any  work  submitted  by  any  person,  agency,  company,  or  lizard.  Also  in  said  above  unfortunate  circumstances,  FCS  and  the  other  sponsors  of  these 
^d^  awards  will  not  be  responsible  for  the  show  itself,  as  all  members  of  said  organizations,  as  well  as  everybody  else,  for  that  matter,  will  probably  be 
dead.  The  odris  of  winning  a  FCS  Portfolio  Award  will  be  determined  by  the  number  of  entries  submitted  and,  of  course,  by  whether  or  not 
said  work  is  any  good.  Odds  of  the  Earth  coming  to  a  cataclysmic  end  before  the  winners  can  be  announced,  by 
__  whatever  means,  will  be  determined  to  be  really,  quite  extraordinarily  high.  So  we  wouldn't  worry  about 
>  'hat  if  ,ve  .vere  you   although  saying  so  does  not  obligate  said  show  sponsors  to  com- 

pensate those  who  might  be  affected  by  said  disaster  if  it  were,  in  fact,  to  occur. 
But  enough  about  that.  Let  us  congratulate  you  on  following  this  legal  copy 
♦hus  far.  We're  all  very  impressed  down  here.  We'd  give  you  some 
"'v-'ard  for  y0ur  brave  demonstration  of  fortitude,   but 
■"•'""rtunately,  that  would  require  even  more 
— al  mumbo-jumbo,  and  frankly,  we're 
iust  not  up  to  it  today.   So.  suf- 
fice it  to  say  we're  very  proud 
of  you  and  hope  you've 
enjoyed   yourself  as 
nuch  as  we  have, 
although  we're 
not  even 
half 


ikl 


Introducing 

the  first  advertising  award 
honoring  creativity  in  the  face 
of  insurmountable  legal  copy. 


And  SEC  regulations.  And  industry  restrictions.  That's  right,  The  Financial  Communications  Society  of  New  York  is  proud  to 
present  the  first  annual  FCS  Portfolio  Awards™  honoring  the  best  creative  solutions  to  marketing  challenges  in  the  financial 
services  industry.  On  April  6, 1995,  awards  will  be  given  for  Television,  Magazine,  Newspaper,  Out-of-Home,  Radio 
and  advertising  in  the  Business-to-Business,  Consumer  Retail  and  Corporate  Image  categories.  Entries  will 
be  accepted  from  advertising  agencies  or  financial  services  companies  nationwide. 
All  entries  must  have  been  published  or  aired  between  January  1, 1994  and 
December  31 , 1 994.  So  enter  before  January  1 6, 1 995,  and  show  the  world 
that  creative  financial  advertising  is  not  a  contradiction  in  terms.  For 
entry  applications,  call: 


way 

through 

at  this  point. 

8ut  trust  us.  it  wii 

toe  worth  your  while  i 

continue  to  follow  along 

as  we  expect  to  have  much 

more  interesting  legal  copy  to  come 

For   instance,   the    1991    estimated   population   ^. 

Botswana  was  1 .289,000  people,  wh.ch  is  remarkably  si. 

plar  to  the  population  of  Nevada,  which  is,  by  the  wa, 

1,284.000  people,  not  including  those  prairie  dogs  who  are 

disillusioned  to  the  point  of  believing  that  they  are,  in  fact,  peo- 
ple. Coincidence?  We  think  not.  But  we  digress.  Entry  into  this 

award  show  is  limited  only  to  those  people  who  either  did  or  did  no. 

consider  Tony  the  Tiger  a  role  model  as  a  child,  and  specifically,  to  those  wi  «. 
J  either  were  or  were  not  members  of  Mr  Green  Jeans  fan  club  back  when  Capta 
-■"•'  Kangaroo  was  such  a  hit.  Furthermore,  anyone  who  was  alive  during  the  Spani„ 

Inquisition""  is  expressly  forbidden  to  enter  as  said  applicants  are  either  undead  or  <. 

:oo  great  an  advantage  in  terms  of  life  experience  to  be  considered  fair  and  proper  cor, 
etition  against  anyone  who  might  try  to  create  a  piece  of  communication  in  this  day  anu 
ge.  This,  of  course,  does  not  pertain  to  those  who  may  actually  have  been  alive  during  th! 
panish  Inquisition  as  we  do  not  want  to  be  thought  of  as  age-ists  in  any  way,  shape,  or  forr, . 
hus,  in  retrospect,  please  disregard  the  last  few  lines  as  anyone  may  submit  work  as  long  as 
eets  the  stringent  requirements  put  forth  thusly  and  forsoothly  in  the  aforementionioned  and  fo 
wing  paragraphs  as  long  as  those  requirements  make  perfect  sense  to  the  average  seven  ye. 
d.  If  the  impossible  circumstance  arises  that  there  is  by  the  esteemed  judges  of  the  FCS  Portfolio 


1-800-FCS-AWARD 
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A  W  A  R 


wards  said  to  be  a  tie  among  all  those  entries  entered,  mass  hysteria  will  thusly  and  with  undue  haste 

ue.  possibly  leading  to  riots,  mayhem,  the  NYC  transit  system-"  running  smoothly,  or  any  other  unseemi> 
id  uncomfortable  situations  FCS  and  the  other  sponsors  of  the  show  will  require  that  no  member  of  any  sponso. 

ganization  be  held  liable,  accountable,  or  out  a  10th  story  window  by  said  sponsor's  feet.  Nor  will  the  show's  sponsors  be  required  to  explain  said 

uation  at  any  press  conference  attended  by  more  that  1  member  of  the  media,  and  said  media  must  include  one  of  the  media-oriented  sponsors  of  said  award 

considering  that  said  circumstance  was  said  to  be  an  impossible  circumstance,  none  of  this  matters  much  anyway,  so  let's  move  on  shall  we?  In  the  circum 

_ice  that  the  aforementioned  award  winner,  if  and  only  if  he/she  is  not  nutronized  into  a  small,  green  pile  of  simi-radioactive  dust,  will  be  lauded  with  the  FCS 

brtfolio  Award,  a  handsome  column-like  statuette  that  will  soon  become  the  driving  force  of  existence  for  any  and  all  who  attempt  to  conceive  communications 

«•  the  financial  industry  Said  award  winner  will  also  probably  be  given  a  raise,  a  company  car.  a  corner  office,  a  gargantuan  year-end  bonus,  a  free  lunch  with 

e  head  honcho,  years  of  pats  on  the  back,  and  the  ability  to  rest  on  his/her  laurels  for  the  rest  of  his/her  illustrious  career  Of  course,  the  FCS.  nor  any  other  spon- 

r  of  these  awards,  in  no  way  guarantees  these  results  beyond  the  neat  looking  statue,  but  hey,  you  can  always  dream.  For  a  list  of  the  winners,  please  contact 

3  FCS  after  the  awards  have  been  awarded  For  a  copy  of  this  ad.  firmly  grasp  the  top,  outside  corner  of  this  page  and  pull  down  and  away  sharply.  For  a  copy 

<  the  Magna  Carta,"  please  contact  your  local  librarian.  If  he/she  can't  help  you,  we  wish  you  luck.  Although  we're  not  really  sure  why  you'd  want  a  copy  of  the 

lagna  Carta  in  the  first  place.  The  Constitution""  we  could  understand  Or  maybe  the  Declaration  of  Independence!"  But  the  Magna  Carta?  Get  a  life!  If  you're  still 

ading  this  legal  copy,  you  may  want  to  visit  your  optician,  but  we  commend  you  nonetheless.  A  remarkable  act  of  bravado,  if  you  ask  us.  No  member  of  the  FCS 

■  any  of  the  show's  other  sponsors  is  a  Gelbotian"'  Our  lawyers  just  thought  you  should  know.  Anyway,  good  luck  with  the  awards,  we  truly  hope  you  sweep  the 

how.  Of  course,  since  any  number  of  possible  entrants  might  be  reading  this  copy,  we  can't  sincerely  hope  you  all  sweep  the  show,  namely  because  it  wouldn't 

»e  possible  for  everyone  to  sweep  the  show,  so,  in  retrospect,  we  truly  hope  your  ads  are  good  enough  to  blow  us  away,  thus  making  the  decision  torturous  for 

ie  judges,  who  plan  to  bleed  us  dry  with  their  expense  reports  anyway.  Oh. ..and  the  FCS  would  truly  (now  we're  really  being  sincere)  like  to  thank  our  esteemed 

ponsors,  without  whom  none  of  this  idiotic  legal  copy,  or  the  FCS  Portfolio  Awards'"  themselves,  would  be  possible.  The  sponsors  and  contributors  (in  nice,  polit- 

ally  correct,  alphabetical  order,  within  their  respective  categories)  are  Advertising  Age,  Bowne  &  Co.,  BusinessWeek,  Doremus  Advertising,  FALA  Direct 

rketing,  Inc.,  The  Wall  Street  Journal  and  Weisman  &  Associates,  Inc.;  Albert  Frank-Guenther  Law,  Barron's,  Global  Finance  and  SmartMoney. 


Get  Fidelity's  FOX  Software  Free! 

Offer  Ends  February  28, 1995 


Your  Direct  One 
to  the  Exchanges 

You  may  not  be  able  to  have  your  own  seat  on  the  exchanges,  but  you  can  have  the  next  best  thing: 
Fidelity  On-line  Xpress™  (FOX)  software.  It  gives  you:  •_ 

•  Control.  Trade  your  own  stocks,  options,  and  mutual  funds  direct 
to  the  markets  in  seconds  via  Fidelity's  computer  systems.1 

•  Convenience.  Access  real-time  quotes  and  account  information 
with  no  monthly  fee.2 

•  On-line  Information.  Subscribe  to  Telescan,  Dow  Jones  News/Retrieval, 
and  S&P  Marketscope,  available  to  FOX  software  users  at  attractive  rates. 

•  Commission  Savings.  Every  time  you  use  FOX  software  to  trade 
stocks  or  options  you  save  an  additional  10%  off  Fidelity's  already  low 
commission  fees.3 


FOX  software  is  free  (a  $49.95  value)  if  you  move  $1 0,000 
or  more  into  a  Fidelity  Brokerage  Account  before  February  28, 1995 


With  your  money  at  Fidelity  —  one  of  the  nation  s  leading  retail  brokerage  firms  —  you'll  benefit 
from  high  quality  investments  with  consistent  performance,  low  commission  fees,  as  well  as  convenient 
electronic  services.  To  make  your  move  to  Fidelity  and  get  on-line  to  the  exchanges,  call  or  visit  a 
Fidelity  Investor  Center  today. 

Visit  a  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-9375 


Fidelity 


Investments' 


'Orders  are  sent  to  the  markets  via  Fidelity's  computer  system,  which  verifies  that  the  orders  pass  standard  trading  and  account  requirements,  fidelity  mutual  fund  customers  can 
obtain  unlimited  quotes  for  Fidelity  funds.  Freereal-time  security  quotes  are  available  to  Fidelity  Brokerage*  customers,  subject  to  the  limits  of  Fidelity's  current  quote  policy.  'Every 
Fidelity  Brokerage"  customer  enjoys  commissions  savings  of  as  much  as  76%  compared  to  full-cost  brokers  on  stock  and  options  trades  (based  on  an  October  1994  survey  of  full- 
cost  brokers.  Minimum  commission  $38.)  Savings  will  vary  based  on  size  and  nature  of  trade.  Hardware  requirements:  IBM  PC  or  compatible;  hard  disk  drive,  640K  RAM;2400 
baud  or  faster  Hayes  or  compatible  modem;  any  printer  and  any  monitor.  Fidelity  account  required  for  on-line  access.  Fidelity  Brokerage  Services  Inc.  Member  NYSE/SIPC. 
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BY  ERIC  S.  HARDY 


Some  Wall  Street  strategists  expect 
1995  to  be  a  much  better  year  for 
stocks  than  1994  was.  One  such  bull 
is  Dennis  Jarrett,  of  Jarrett  Investment 
Research,  who  expects  a  20%  to  25% 
gain  in  the  Dow  Industrials  this  year. 

One  reason  for  Jarrett's  optimism  is 
that  stocks  of  depressed  industries  like 
banks,  utilities  and  insurance  compa- 
nies are  beginning  to  show  signs  of 
recovery.  Also  boding  well  for  the 
market,  says  Jarrett,  are  the  likelihood 
of  a  decline  in  long-term  interest  rates, 
and  a  high  degree  of  negative  senti- 
ment among  investors. 

Jarrett's  favorite  sector  at  present  is 
technology.  One  of  his  favorite  stocks 
is  Cisco  Systems,  which  makes  net- 
working software.  Cisco  sells  for  25 
times  earnings — high  compared  with 
the  overall  market — but  at  a  19%  dis- 
count from  its  52 -week  high.  Anoth- 
er pick  is  EMC,  which  manufactures 
memory  storage  systems  for  main- 
frame and  mid-sized  computers. 


Special  focus 


Rising  interest  rates  have  hurt  the  title 
insurance  firms.  When  rates  rise,  mortgage 
refinancings  slow.  The  average  stock  below 
is  ofTby  more  than  a  third  from  its  52-week 
high,  and  now  sells  at  less  than  9  times  esti- 
mated 1995  earnings.  These  stocks  could 
be  bargains  if  the  Fed's  string  of  rate 
increases  has  run  its  course. 


The  overall  market 


Cheap  insurance 


► 


Company 

Recent 
price 

1995  est 
P/E 

Fidelity  National  Finl 

11 

7.4 

First  American  Finl 

17  3/4 

7.4 

Investors  Title 

63/4 

5.5 

Lawyers  Title 

10  3/4 

7.4 

Old  Republic  Intl 

205/8 

8.1 

Reliance  Group  Hldgs 

5% 

ii 

Stewart  Information  Svc 

l&3/8 

8.3 

Source:  IBES.  Inc. 


The  Barra  All-US  price  index  as  of  12/21/94 

Market  value:  $5,060.4  billion 

P/E:  17.9 

P/E  minus  negative  EPS:  14.6 

Price/book:  2.5 

Yield:  2.6% 
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Closeup  on  the  market 


12-month  closeup 

■  Barra  index 

j 200-day  moving  average 


DJFMAMJJAS0N0 

'94 


Index  or  Investment 

2-week  change 

Barra  All-US  index 

1.2% 

■■■ 

S&P/Barra  Growth  index 

2.4 
1.6 

1.8 

S&P/Barra  Value  index 

1 

Dow  Jones  industrials 

S&P  500 
NYSE 

1.9 

1.7 

0.4 

-0.3 

—7 

Nasdaq 
Amex 

■ 
i 

EAFE 

-0.1 

CRB  futures  index* 5 

2.4 

Gold  '■  (Comex  spot) 

1.5 
0.5 
0.9 

■L_J 

Yen   (per  SUS) 

Oil  5(W  Texas  Intermediate) 

■ 

%  change  from 

1  year  ago 

5-year  high 

-3.5  % 

-7.1% 

3.5 

-1.9 

-1.7 

-5.5 

1.1 

-4.4 

-1.6 

-4.6 

-2.8 

-6.3 

-2.5 

-8.3 

-7.5 

-12.3 

5.1 

-5.7 

4.0 

-7.7 

-1.1 

-9.7 

-9.0 

-37.4 

16.4 

-58.7 

The  best  and  worst  performing  stocks 

Best 

Price 

2-week 
change 

1995 
EPS' 

Worst 

Price 

2-week 
change 

1995 
EPS« 

Caesars  World 

66 

59% 

$3.79 

US  Bioscience 

2 

-70% 

$-0.35 

Tekelec 

30  3/4 

35  3/4 

45 
42 

1.20 
1.29 

Brookstone 

6y2 

-48 

1.23 
NA 

NetManage 

Preferred  Entertainment 

11 
20 
55/s 

-36 

Transco  Energy 

16y8 

36 

1.22 

Cyrix 

Investment  Tech  Group 

-35 

3.00 

Cato 

77/e 

35 

0.84 

-30 

0.84 

The  best  and  worst  performing  industry  factors7 


Best 

2-week 
change 

Since 
12/31/93 

Worst 

2-week 
change 

Since 
12/31/93 

Trucking 

10.7% 

-11.4% 

Oil  refining,  distributing 

-0.6% 

4.3% 

Consumer  durables 

7.1 

-13.7 

Railroads 

-0.3 

-13.2 

Containers 

6.4 
6.3 

-5.5 
4.4 

Cosmetics 
Tobacco 

0.5 

21.4 

Property,  health  insurance 

0.9 

-6.9 

Water  transport 

5.7 

-7.4 

International  oil 

1.1 

-7.7 

We:  Data  for  period  ending  12/21/94.  The  Barra  All-US  price  index  consists  of  all  publicly  traded  common  U.S.  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  trading  on 
IS.  markets.  ADRs.  REITs  and  closed-end  funds  are  excluded. '  Total  return  of  a  portfolio  of  more  than  150  large-capitalization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above-average 
arnings  growth. '  Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  ana  low  pnee-to-earmngs  ratios.  JA  dollar-denominated  capitalization-weighted 
Ktex  of  more  than  1.100  stocks  from  Europe,  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley  Capital  International  Perspective. 4  Index  of  21  commodity  futures.  b  Source:  Knight-Ridder 
inancial  Publishing.  'Estimate.  Source:  IBES,  Inc.  'Shows  return  to  the  industry  factor  after  controlling  for  other  influences,  including  company  size,  value  and  growth  characteristics.  Multi-industry  firms  have 
«oportional  contributions  in  two  or  more  groups.  NA:  Not  available.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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WUHLU  lYIHKIVtld  IfEUItW 


BY  GUSTAVO  LOMBO 


Foreign  vs.  U.S.  markets 

$140 

S&P  500 


120 


100 


Value  of  $100  invested  11/30/91 


;:  ^~r].!-;.:-;. -;.-^ -:.,. ■-'■■■- 


'91 


'93 


'94 


As  of  11/30/94 

S&P  500 

EAFE 

P/E 

16.6 

30.5 

Yield 

2.9% 

2.0%    | 

Price/book 

3.3 

2.0 

«™«WB6»W«W«. 

WMBMMBJWWaWUKMWS 

.... 

Developed  markets 


Total  return' 


Market 

3  months 

12  months 

P/E 

Sweden 

7% 

33% 

32 

NM 

Finland 

3 

56 

Singapore 

3 

29 

20 

New  Zealand 

1 

27 

13 

Netherlands 

-2 

15 

15 
14 

Hong  Kong 

-15 

-7 

Italy 

-12 

23 

NM 

Austria 

-10 

-2 

NM 

Malaysia 

-10 

2 

26 

Australia 

-7 

15 

15 

Emerging  markets 

Total  return' 
3  months     12  months     P/E 

International  Finance  Corporation  indexes 


IFC  Investable3     -5% 
IFC  Global4  -3 


15% 

23 

26 

24 

Market 

Peru 

21 

89 

60 

Chile 
Turkey 

14 

71 

26 

13 

-30 

32 

Poland 

-26 

-17 

17 

Venezuela 

-18 

-23 

55 

China 

-14 

-25 

24 

How  are  global  investors  looking  at  foreign  stock  markets 
in  1995?  Peter  Oppenheimer,  an  international  investment 
strategist  at  London  brokerage  James  Capel,  is  sticking 
with  France,  Germany  and  the  U.K.,  despite  disappoint- 
ing returns  last  year.  The  lures:  productivity  improvements 
and  earnings  growth  in  these  nations,  and  an  end  to  rising 
long-term  interest  rates.  Outside  of  Europe,  Oppenheimer 
favors  Hong  Kong  and  Australia. 

In  our  hemisphere  another  global  investor,  Juan  Mesa, 
head  of  the  Latin  American  research  team  at  J. P.  Morgan 


in  New  York,  believes  Brazil's  stock  market  will  advance 
at  least  45%  in  1995.  Mesa  is  betting  on  the  outcome  ofi 
market-oriented  reforms  to  be  implemented  by  the  coun- 
try's new  president,  Fernando  Henrique  Cardoso,  who 
took  office  Jan.  1 .  At  present,  the  Brazilian  government 
owns  controlling  stakes  in  companies  representing  three- 
quarters  of  the  nation's  stock  market  capitalization,  but! 
Mesa  expects  the  new  government  to  reduce  the  state's  - 
holdings  dramatically.  (For  more  on  global  investing,  see 
story,  page  67.) 


Who's  hot 


Who's  not 


Company/country 

Business 

Price 

3-month 

price 

change 

P/E 

Financiere  Agache/France 

consumer  goods 

2413/8 

43% 

22 

Lloyd  Adriatico/ltaly 

Nokia/Finland 
Autoliv/Sweden 
Nippon  Soda/Japan 

insurance 

ll5/8 

32 

26 

electronics              1363/s       26       60 
auto  parts                 35           20       44 
chemicals                  6          20       10 

Cheap  foreign  stocks 


Company/country 
Royal  Insurance  Hldgs/UK 

Business 

Price 

Earnings 

P/E 

insurance 

45/8 

$0.75 

6 

Peregrine  Invest/Hong  Kong 
Sime  Darby/Hong  Kong 
Stena  Line/Sweden 
Grand  Metropolitan/UK 

financial  svcs 

1V2 

0.21 

7 

trading 

shipping 

food  &  beverages 

■ 

V/s       0.16 

5  0.74 

6  0.47 

7 

7 

13 

Company/country 

Business 

Price 

3-month 

price 

change 

P/E 

Aoyoma  Trading/Japan 

discount  stores 

223/s 

-43% 

11 

Oaito  Trust  Construction/Japan     construction 
Hongkong  Ferry/Hong  Kong       shipping 
Riunione  Adriatica/ltaly               insurance 
Dollfus-Mieg/France                   textiles 

127/8 

-38 

10 

1 

-37 

19 

9'/8 

567/8 
aaaaasaw 

-34 

-32 

mmmmmm 

13    ■ 

23 
1  f'fjdj 

High-yielding  foreign  stocks 


Company/country 

Business 

Price 

Yield 

P/E 

Westfield  Trust/Australia 

real  estate 

l3/4 

8.0% 

13 

Ocean  Group/UK 

shipping 

4% 

6.6 

14 

Kinross  Mines/South  Africa 

B.A.T  Industries/UK 

Banco  Central  Hispano/Spain 

gold  mines 
tobacco,  insurance 
banking 

17 
7 
23  Vs 

6.0 

11 

5.8 
5.8 

11 
13 

Note:  Data  for  period  ending  11/30/94.  Selected  stocks  have  a  market  capitalization  of  at  least  $300  million.  'Shows  price  return  on  the  EAFE  index  of  European,  Australiai 
New  Zealand  and  Far  Eastern  stocks  converted  into  U.S.  dollars.  Performance  numbers  reflect  both  local  price  change  and  currency  fluctuation.  Dividends  are  reinvested  after 
subtracting  foreign  withholding  tax.  3lndex  of  stocks  available  to  foreign  investors.  "Index  of  stocks  available  to  foreign  and  domestic  investors.  NM:  Not  meaningful.  Principal 
source:  Morgan  Stanley  Capital  International  Perspective.  Emerging  markets  data  provided  by  International  Finance  Corporation. 
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OWN  YOUR  OWN  RANCH  IN 
THE  COLORADO  ROCKIES 


HI  -■>  * '        ^!j'-     .   T  . 


>cs  wagon  ureeK  Kancn  is  ottering  minimum  40  acre  ranches  starting  at  as  little  as  $25,000. 
provide  full  financing  and  buyer  protection.   If  you've  ever  dreamed  of  owning  your  own  piece  of 
Rockies,  now  is  the  time  to  act.   This  property  can  provide  you  with  a  perfect  base  for  vacations, 
s-country  skiing,  hunting,  camping  and  a  host  of  other  outdoor  sports  and  family  fun.    For  more 
rmation  without  obligation, 

j  Call  1-800-FORBES-5.    Outside  the  U.S.  (719)  379-3263. 


i  tit  runua 


ED  TED  BY  JASON  ZWEIG 


If  you  want  to  invest  some  of  your  money  abroad,  why 
not  get  a  little  more  bang  for  your  buck?  Put  together 
a  discounted  portfolio  of  closed-end  country  funds. 

Europe  and  Asia, 
10%  off 


By  Mary  Beth  G  rover 


At  year  end  1993,  a  group  of  82 
closed-end  country  and  regional 
funds  tracked  by  Smith  Barney  analyst 
Michael  Porter  traded  at  a  heady  aver- 
age premium  of  12%.  These  stocks, 
listed  here  but  with  their  assets  in 
foreign  securities,  were  trading  12% 
above  the  net  asset  values  of  their 
underlying  portfolios.  People  were  so 
eager  to  invest  in  specific  foreign 
countries  or  regions  that  they  were 
willing  to  pay  substantially  more  than 
the  shares  were  worth  to  own  them. 

Today  those  premiums  have  wasted 
away  and  the  same  closed-end  coun- 
try funds  sell  at  a  10%  average  dis- 
count; many  are  discounted  by  1 5%  or 
more.  "There  haven't  been  discounts 
like  this  since  Saddam  Hussein 
bombed  the  market  back  in  1990," 
says  Porter. 

This  can  get  pretty  rough.  When  a 
fund  swings  from  a  10%  premium  to  a 
10%  discount  the  investor  gets  hit 
with  a  loss  of  18%  of  his  capital.  If  the 
net  asset  value  drops  at  the  same  time, 
he  can  easily  lose  30%  or  even  40%  in  a 
relatively  short  time. 

The  moral  is:  Never,  but  never,  buy 
into  one  of  these  funds  unless  it  sells  at 
a  discount  from  its  net  asset  value. 
(Every  Monday  the  Wall  Street  Jour- 
nal carries  a  listing  of  closed-end 
funds  with  their  discounts  or  premi- 
ums noted.) 

Still,  if  you  want  to  put  some  mon- 
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ey  abroad  and  can  stand  the  risks,  this 
is  a  good  time  to  go  abroad  via  coun- 
try and  regional  funds,  because  so 
many  of  them  are  selling  at  discounts. 
Germany,  India,  Thailand  and  specu- 
lative Africa  can  all  be  had  at  discounts 
of  at  least  20%  below  net  asset  value 
(see  table). 


rope  Fund  trade  on  the  nyse  at  dis- 
counts of  12%  below  net  asset  value. 
Each  is  a  respectable  performer  with 
heavy  exposure  to  smaller  stocks, 
which  have  just  started  to  shine  in 
Europe. 

There's  an  extra  kicker  in  these  two 
funds — and  in  a  few  others,  too.  Be- 
cause of  their  recent  discounts,  in  this 
year's  second  quarter  both  of  the 
Europe  funds  must  either  consider 
tendering  for  shares  at  net  asset  value 
or  allow  shareholders  to  vote  before 
February  1996  on  converting  to  an 
open-end  structure.  In  an  open-end 
fund,  investors  always  have  the  option 
to  redeem  their  shares  at  nav. 

Growth  Fund  of  Spain  has  a  similar 
kicker.   Even  as  its  net  asset  value 
return,  including  distributions,  rose 
6%,  its  market  price  on  the  New  York 
Stock  Exchange  sank  2%.  As  a  result, 
the  fund  now  trades  at  an  18%  dis- 
count. If  the  fund's  discount  remains 
deeper  than  10%  throughout  the  final 
quarter    of   1994,    management    in 
April  must  allow  a  vote  to  open-end  if 
holders  of  at  least  10%  of  the  shares 
requested  it  in  writing  by  the  end  of  I 
1994.  Were  this  to  happen,  the  fund's  i 
holders  would  get  an  automatic  22%  |Wl 
gain  in  market  value. 

Other    open-ending    possibilities  if™ 
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Both  GT.  Greater  Europe 

and  Eu- 

can  be  found  in  the  closed-end  field. 

ISC 

parte 

tisist 

Why  you  should  buy  closed-ends  secondhand 

odits 

mAf 

Fund 

Total  return         Net 

Discount 

Annual 

Not 

last  12 

assets 

recent 

52-week 

expenses 

»' no 

months1 

($mil) 

(12/16) 

average 

per  $100 

fen -c 

Europe2 

11.4 

$134 

12.0% 

8.2% 

$1.85 

iTh 

Future  Germany 

5.3 

214 

20.0 

15.2 

1.53 

bid's 

Global  Privatization2  3 

2.0 

1,090 

13.5 

9.7 

2.01 

Med 

Growth  Fund  of  Spain2 

9.4 

214 

18.0 

15.3 

1.22 

aider 

GT  Global  Developing  Markets3 

-7.2 

511 

19.9 

10.6 

2.03 

GT  Greater  Europe2 

0.9 

232 

11.9 

8.6 

2.24 

India3 

0.4 

507 

19.8 

10.3 

2.01 

«es ; 
991  ar 

Morgan  Stanley  Africa3 

6.0 

227 

22.8 

13.5 

2.16 

Schroder  Asian  Growth2  3 

-10.6 

252 

15.2 

4.5 

1.75 

und  sl 

Southern  Africa  Fund2  3 

34.4 

110 

19.7 

13.3 

2.35 

OSlI  (c 

Thai 

-9.1 

335 

*  21.8 

9.2 

1.38 

tareho 
bsed-e 

United  Kingdom2 

2.8 

53 

17.2 

10.5 

2.09 

Average  foreign  closed-end 

-1.3 

iptsat 

'Portfolio  performance,  not  performance  of  fund  shares. 

2Fund  has  open 

-ending  or  tender-offer  provisions 

.    3Fund  in 

So  dc 

existence  for  less  than  one  year.  Total  return  and  average 

discount  figures 

:over  period  since 

inception,  not  annualized. 

id  con 

Sources:  Upper  Analytical  Services;  Forbes. 

ftthi 
mrante 

These  foreign  closed-end  funds  all  came  out  at  premiums  to  their  portfolio 

values. 

%  to 

Now  you  can  get  them  at  attractive  discounts  to  portfolio  value. 

fead, 

Some  even  offer  the  faint  hope  of  shrinking  or  erasing  that  discount. 

i 
i 
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Take  Global  Privatization  Fund, 
which  came  public  last  March  at  a  7% 
premium  above  net  asset  value.  The 
fund  buvs  stakes  in  state-run  firms 
that  are  being  sold  to  the  public  by 
governments  around  the  world. 
Global  Privatization  recently  traded 
at  a  14%  discount. 

"This  is  a  gimme  with  a  capital  G," 
says  Porter  of  Smith  Barney.  Why? 
The  fund  will  tender  for  shares  begin- 
ning the  third  quarter  of  this  year  if 
during  the  previous  quarter  its  dis- 
count averages  at  least  5%  and  its  price 
remains  below  15.  At  a  recent  price  of 
12,  and  that  14%  discount,  a  tender 
looks  likely. 

A  few  other  newly  minted  funds 
have  tender-offer  provisions.  Begin- 
ning in  January  1997,  if  Schroder 
Asian  Growth  Fund's  shares  trade  at 
in  average  discount  exceeding  just  3% 
during  the  previous  quarter,  the  fund 


"This  is  a  gimme 
with  a  capital  G." 


nust  do  a  tender  offer  at  nay.  Recent 
liscount:  15%.  Southern  Africa  Fund, 
.,  peanwhile,  must  buy  in  shares  at  net 
isset  value  starting  in  the  second 
quarter  of  1997  if  a  5%  discount 
jersists  in  the  previous  three  months 
nd  its  share  price  is  below  15.  South  - 
rn  Africa's  recent  discount:  20%. 

Note  carefully,  however,  that  it  is 

py  no  means  guaranteed  that  these 

■>pen-ending  provisions  will  ever  kick 

n.  There  are  plenty  of  ways  for  a 

und's  managers  to  weasel  out  of  a 

itated  obligation  to  open -end  or  to 

(ender  for  shares  (FORBES,  Sept.  26, 

994).      Furthermore,     shareholder 

■   otes    are    unpredictable.    In    1990, 

991  and  1992  the  United  Kingdom 

und  submitted  an  open-ending  pro- 

osal  to  its  shareholders.  Fach  time, 

lareholders    voted     to    keep     the 

osed-end  format;  now  the  discount 

apes  at  17%. 

So  don't  get  the  idea  that  closed- 

nd  country  and  regional  funds  are  a 

ire  thing.   In   markets,  nothing  is 

uaranteed.  But  if  it  makes  sense  to 

ou   to  put   some   of  your   money 

road,  assembling  a  selected  portfo- 

>  of  deeply  discounted  closed-end 

inds  is  a  smart  way  to  do  it.  ■■ 


m 


3rbes  ■  January  16,  1995 


Travel 


sjifpsfiibir 


#s  Your  Ticket! 


»  _ 


How  can  you  reach  those  who  safari  in  Africa,  ski  in  Tahoe, 
sightsee  in  Rome,  raft  in  Costa  Rica,  sunbathe  in  Antigua,  hike 
in  the  Himalayas  and  cruise  to  Antarctica?  Answer: 

HOT  &  COOL 

PLACES  TO  GO 

A     TRAVEL      GUIDE 

This  FORBES  FYI  Travel  Guide  is  for  FORBES 
subscribers  who  love  to  travel  to  hot  and  cool 
locations  around  the  globe.  Don't  miss  it! 

To  find  out  about  the  upcoming  section,  call  Linda 
Phone  (212)  620-2440;  Fax  (212)  620-2472 


"Surely. ..we  have  a  better  option  than  these!" 
Yes,  you  do. 


Turn  your  excess  inventory  into  a  tax  break 
and  help  send  needy  kids  to  college. 

Call  for  your  free  guide  to  learn  how 
donating  your  slow  moving  inventory 

can  mean  a  generous 
TAX  WRITE  OFF  for  your  company. 


Call  (708)  690-0010 


rZ_r-v_&iz] 


P.  O.  Box  3021 
Glen  Ellyn,IL  60138 
Fax  (708)  690-0565 


Excess  inventory  today.... student  opportunity  tomorrow 


Forbes 


THE  1995 

FINANCIAL 
SERVICES 
REPORTS 


A  supplement  series 
designed  to  provide  senior 
executives  with  the  best 
financial  tools  available 

Tough  competition.  Tax  law 
revisions.  Sophisticated  trading 
markets.  New  analytical  tools. 
Developments  in  the  world  of 
finance  have  led  to  the  creation  of 
completely  new  financial  vehicles 
and  companies  who  provide  them. 
Existing  companies  have  changed 
radically  to  compete. 

These  changes  can  greatly  benefit 
investors  —  if  they  know  about  them. 

The  1995  Financial  Services 
Reports  will  update  FORBES  readers 
on  major  trends  and  new  investment 
and  financing  opportunities  in  a 
series  of  four  special  advertising 
supplements,  each  featuring  a 
specific  industry. 


ISSUE  DATES: 
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INSURANCE 
March  27,  1995 
(closes  January  16,  1995) 


ASSET-BASED  FINANCING 
July  17,  1995 
(closes  May  8,  1995) 

PRIVATE  BANKING 

September  25, 1995 
(closes  July  17,  1995) 


PERSONAL  INVESTING 
December  18,  1995 
(closes  October  9,  1995) 


For  More  Information: 

Arnold  Prives,  FORBES  Director  of 

Special  Projects,  (212)  620-2229 
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MONEY  a  INVESTMENTS 


I  am  extremely  bullish  for  the  new  year: 
Stocks  could  rise  20%  to  40%. 

A  year  of  the  bull 


■ 


Kenneth  L.  Fisher  is  a  Woodside,  Calif.-based 
money  manager.  His  third  book  is 
100  Minds  that  Made  the  Market. 


This  year  will  be  a  good  year  in  the 
stock  market. 

With  a  few  notable  exceptions,  a 
bad  year  has  led  to  a  good  one — and 

1994  was  a  bad  year. 

Measuring  the  market  by  the  S&P 
500  over  the  69  years  since  1925, 
there  were  only  three  periods  when  it 
didn't  pay  to  buy  after  a  bad  calendar 
year.  The  exceptions  were  the  four 
Great  Depression  years,  the  three 
vears  leading  to  World  War  II,  and 
1974,  when  a  bad  1973  led  to  a 
horrible  1974. 

So,  for  61  of  the  69  years,  my 
pattern  held:  bad  year  followed  by 
good  year. 

The  cases  in  point  overwhelm.  On 
average  these  single-year  drops  led  to 
a  year  rising  24.2%.  As  John  Temple- 
ton  is  famous  for  saying,  the  four  most 
dangerous  words  in  the  English  lan- 
guage: It's  different  this  time.  It's 
probably  not  different  this  time,  so 

1995  is  likely  to  be  good  for  investors. 
Granted,  I  was  too  bullish  in  1994. 

But  while  1994  was  bad,  it  wasn't  that 
abnormal.  Of  the  1 8  years  in  which  we 
have  had  midterm  elections  since 
1925,  the  median  return  was  posi- 
tive— 6.6%  per  year.  But  the  market 
fell  8  of  those  18  times,  or  44%  of  the 
time.  So  1994's  odds  weren't  great. 

Also  going  for  the  market  in  1995: 
As  detailed  in  my  Sept.  26,  1994 
column,  the  year  after  a  midterm  elec- 


tion is  almost  always  good,  with  gains 
averaging  18.6%  since  1925  and  only 
down  twice — 1933  and  a  sub-1% 
drop  in  1939. 

I  expect  stocks  to  shock  almost 
everyone  in  1995  with  a  20%  to  40% 
rise.  Let  me  list  my  reasons. 

■  Too  much  pessimism.  Forecasters 
are  mostly  bearish,  and  so  are  nine  out 
often  investors  I  talk  to. 

■  The  yield  curve  is  nicely  upward- 
sloping  (long-term  interest  rates  are 
well  above  short-term  rates). 

■  Inflation  remains  low.  Our  current 
economic  expansion  has  been  moder- 
ate, which  should  help  it  to  be  long- 
lived.  Europe  is  now  expanding  after  a 
long  recession  and  a  wicked  market 
decline  in  1994. 

■  Bill  Clinton  is  a  lame  duck.  Con- 
gress is  Republican. 

■  Heavy  net  insider  buying. 

■  Valuations  are  the  most  moderate 
they  have  been  since  1990. 


Good  years  generally 
follow  poor  years  in 
the  stock  market; 
1994  was  a  poor  year. 


■  And  1994.  Here  are  some  stocks  I 
recommend  for  a  happy  1995: 

Intermet(5,  o-t-c),  America's  larg- 
est independent  iron  foundry.  Like 
most  of  the  metals  firms,  it  didn't  do 
well  in  the  1980s.  It  is  down  45%  in 
the  last  year  and  is  now  just  one-third 
of  its  1987  peak  price  and  less  than 
half  its  1992  peak  of  1 3.  At  1 .6  times 
book  value  and  29%  of  annual  reve- 
nue, there  is  vast  upside  potential  for 
this  firm,  which  the  market  values  at 
$135  million.  I  think  it  could  earn 
more  than  S20  million  in  1996,  and 
then  the  stock  should  get  to  12  or  1 5. 

Frontier  Insurance  Group  (22)  is 
among  the  best-managed  firms  in  an 


industry  that  is  much  too  cheap  after 
eight  years  of  tough  times.  Better 
times  will  come  soon  for  insurers,  and 
casualty  insurance  in  particular.  Fron- 
tier will  then  evolve,  to  be  seen  as  a 
premier  growth  stock.  But  now  you 
can  buy  it  for  1.5  times  book  value 
and  19  times  earnings. 

United  Stationers  (12,  o-t-c)  is  a 
leading  wholesaler  of  office  supplies 
and  equipment.  It  is  down  2 1%  in  the 
last  year,  as  corporations  have 
squeezed  their  office  supply  needs  in 
the  name  of  efficiency.  But  you  can 
push  inventory  only  so  far,  and  this 
leading  vendor  will  get  its  share  of  the 
bounce  back.  Down  from  20  in  1993, 
and  at  13  times  earnings,  14%  of 
revenue  and  86%  of  book  value,  with  a 
fine  balance  sheet,  this  stock  could 
beat  15  easily.  While  you  wait,  the 
dividend  is  3.5%. 

Jenny  Craig  (7)  has  lost  more  mar- 
ket weight  than  its  TV  ads  could  ever 
claim  for  human  weight  loss:  down 
79%  from  a  once  fat  33  in  1992.  Now 
that  it's  trim,  it's  time  to  buy.  This 
once  glamorous  growth  stock  out- 
grew its  founding  chief  executive,  Sid 
Craig,  and  flew  out  of  control  and 
into  red  ink.  The  company  recently 
brought  in  Joseph  LaBonte,  former 
president  of  both  Reebok  and  Twen- 
tieth Century  Fox.  I  think  he  will 
succeed  as  chief  executive  in  getting 
the  firm  back  on  track.  Certainly  the 
health  trend  toward  weight  loss  won't 
fade.  At  48%  of  revenues  Jenny  Craig 
could  see  10  in  1995  and  more  later. 

If  the  market  rises  in  1995,  brokers 
will,  too.  Raymond  James  Financial 
( 14)  is  a  strong  regional  broker  that  is 
cheap  on  the  surface:  a  p/e  of  7  and 
1.2  times  book  value.  It's  much 
cheaper  than  that.  The  market  says 
this  firm  is  worth  $280  million.  Its 
asset  management  subsidiary  alone 
could  be  sold  for  half  that,  so  you  get 
the  brokerage  business  for  very  little. 
Expect  at  least  20  for  this  fine  firm.  It 
pays  2.3%  while  you  wait.  Wk 


Forbes  ■  January  16,  1995 


115 


iimuu  uiiilli  innLuuutn 


MONEY  &  INUESTMENTS 


If  the  top-performing  bond  market  letters  are  right, 
it's  too  early  to  buy  bonds  again. 

Hold  your  fire 


BY  MARK  HULBERT 


Mark  Hulbert  is  editor  of  the  Alexandria,  Va.- 
based  Hulbert  Financial  Digest,  which  monitors 
the  performance  of  investment  advisory  letters. 
His  newest  book  is  The  Hulbert  Guide  to  Financial 
Newsletters  (Dearborn  Financial  Publishing). 


Battered  by  Orange  County  and 
Alan  Greenspan,  are  tax-free  munici- 
pal bonds  now  a  buy?  Good  long- 
term  muni  bond  funds  currently  yield 
6%  and  more. 

For  an  answer  to  the  question,  I 
checked  with  the  best-performing 
bond-timing  investment  letters.  The 
consensus  view:  not  yet. 

The  1994  decline  in  bonds  was  a 
gift  to  those  of  us  who  look  to  invest- 
ment letters  to  gain  insight  into  the 
market:  It  separated  the  men  from  the 
boys  among  the  bond  letters.  Prior  to 
the  decline,  in  fact,  not  one  of  the 
bond  timers  tracked  by  the  Hulbert 
Financial  Digest  had  beaten  a  buy- 
and-hold  strategy  since  1986.  Now 
there  are  three  that  have  done  so: 
Systems  &  Forecasts  (Gerald  Appel), 
Fund  Exchange  (edited  by  Paul  Mer- 
riman)  and  Marketarian  (Gerald 
Theisen  and  Jeff  Helleberg). 

What  methods  do  these  three  market 
beaters  employ?  Both  Appel  and  Merri- 
man  use  moving  average  systems.  That 
is,  tiiey  become  bullish  when  the  mar- 
ket rallies  above  its  average  recent  lev- 
el— and  bearish  as  the  market  declines 
below  that  average.  Such  systems  tend 
to  work  because  the  market's  trends 
persist:  In  other  words,  a  trend  in 
motion  tends  to  stay  in  motion. 
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A  portfolio  that  switched  between 
the  bond  market  and  cash  over  the  last 
eight  years  on  Appel's  signals  gained 
86%.  In  contrast,  a  buy-and-hold  in 
the  average  U.S.  government  bond 
gained  79%.  That's  pretty  impressive 
when  you  realize  that  Appel  achieved 
it  with  30%  less  volatility  (or  risk)  than 
the  market  itself. 

Merriman 's  record  is  similar  to  Ap- 
pel's. His  strategy  also  produced  an 
86%  return  over  the  last  eight  years. 
And  like  Appel's,  it  had  30%  less 
volatility  than  the  market  itself. 

The  major  difference  between 
Merriman  and  Appel  is  the  frequency 
of  their  switching.  Over  the  last  eight 
years,  for  example,  Merriman  has 
generated  about  four  switches  per 
year  on  average.  Appel,  in  contrast, 
has  generated  seven  per  year  on  aver- 
age— almost  twice  as  many.  This  is 
important  information  for  specula- 
tors who  use  mutual  funds,  because 
many  mutual  fund  families  restrict  the 
frequency  of  switching.  For  these 
people,  the  Merriman  approach 
would  be  preferable. 

Like  Appel's  and  Merriman's, 
Theisen  and  Helleberg's  bond-trad- 
ing strategy  is  based  on  technical  anal- 
ysis. But  instead  of  focusing  on  a 
single  moving  average,  they  rely  on  a 
wide  variety  of  other  technical  indica- 
tors. Their  switch  signals  have  just 
barely  beaten  a  buy-and-hold  over  the 
last  eight  years— 78.9%  versus  78.7%. 
But  they  were  able  to  do  so  with 
dramatically  less  volatility — only  half 
as  much  as  buying  and  holding. 
Again,  that's  a  valuable  combination. 

All  three  are  currently  bearish  on 
bonds.  What  would  it  take  to  turn 
these  top  performers  bullish  again? 
For  Appel  and  Merriman,  even  a 
short-term  buy  signal  wouldn't  occur 
until  bonds  rallied  back  above  their 
average  level  of  the  previous  few 
weeks.  For  indications  that  the  long- 
er-term picture  also  is  improving,  Ap- 
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pel  recommends  that  we  focus  or 
three  events:  T  bill  yields  must  decline 
by  at  least  0.5%  from  their  peak,  1 
note  yields  must  fall  below  their  level? 
of  six  months  previous,  and  the  dis- 
count rate  must  be  lowered. 

It's  less  easy  to  predict  what  ii 
would  take  for  Theisen  and  Helleberg 
to  become  bullish  again,  other  than  i 
general  improvement  in  their  techni 
cal  indicators. 

Which  bond  mutual  hinds  shoulc 
you  favor  when  the  bond  market  doe; 
turn?  Appel  favors  two  high-yielc 
hinds:  Invesco  High  Yield  and  Feder-  f 
ated  High  Yield.  These  hinds  invest  ir  f 
junk  bonds  and  thus  are  high  risk.  Bui 
Appel  believes — with  justification — 
that  he  can  reduce  this  risk  by  success- 
fully switching  into  cash  during  mar 
ket  declines. 


Top-performing  bond 
timers  believe  that 
the  bear  market  has  yet 
to  run  its  course. 
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Merriman  also  would  buy  th< 
Invesco  High  Yield  fund  upon  turn  ltll.Ii 
ing  bullish.  In  addition,  he  wouk 
favor  Safeco  High  Yield  (another  junl 
bond  hind),  Dreyfus  A  Bonds  Plus  (; 
higher-grade  corporate  bond  fund) 
and  Value  Line  U.S.  Government  Se 
curities  (a government  bond  fund).    Im 

Theisen    and    Helleberg    trade    1  1 
bond  futures  instead  of  bond  mutua 
funds.  One  fund  that  mimics  T  bone  bit 
futures  (without  the  leverage)  is  Ben  p 
ham's  Target  Maturities  Trust-2020 
This  fund  holds,  and  does  not  trade, ; 
basket  of  government  bonds  matur 
ing  in  2020. 

I'll  keep  watching.  When  I  see  sign 
that  these  top  letters  are  becoming  *ks. Th 
bullish  again,  I'll  let  you  know. 
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STOCK  TRENDS 


MONEY  &  INUESTMENTS 


Last  year  was  a  frustrating  one  for  bulls  and 
bears  alike.  Bears  predicted  rain.  Bulls  built  arks. 

The  Noah 


Principle 


iH 


aszlo  Birinyi  Jr.  is  president  of 
jjiBirmyi  Associates,  a  Greenwich,  Conn.-based 
inancial  consulting  firm. 
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mir-OxH  of  the  oldest  cliches  in  the 
world  of  Wall  Street  is  that  postmor- 
tems don't  pay  dividends.  I  disagree 
and  feel  that  a  healthy  review  of  mis- 
takes at  year-end,  or  at  any  other  time, 
:an  be  one  of  the  more  profitable 
exercises  an  investor  can  undertake. 

In  taking  a  postmortem  of  my  own 

1994  performance,  I  found  that  the 

majority  of  my  profitable  trades  were 

chose  I  held  for  30  days  or  less,  while 

positions   I    held   for   more   than    a 

ih(  month  tended  to  do  not  nearly  so 

n  mm  well-  It  uas  a  frustrating  market,  but 

nil  :he  end  of  the  world  didn't  happen,  as 

|Cf  J  |vas  predicted.  In  fact,  the  bears  never 

i  quite  told  us  why  it  would  end  or  what 

e  should  do  to  protect  ourselves. 

Remember  the  Noah  Principle.  I 

im  not  sure  if  Warren  Buffett  first 

;  \  irticulated  it,  but  I  first  heard  this 

miinu concept  from   him:   Predicting  rain 

joijttoesn't  count;   building  arks  does. 

he  past  year  was  a  frustrating  one  for 

mils  and  bears  alike.  The  market  gave 

Kjjcj  ill  sorts  of  false  starts — in  both  direc- 

..  jj  ions — but  never  satisfied  either  side. 

At  least  bulls  like  me  told  you  what 

j  o  do,  and  picked  stocks.  We  built  our 

5  irks.  The  bears  generally  moaned  and 

jcoaned.  It  is  easy  enough  to  say  that 

hings  aren't  bright,  stocks  are  over- 
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valued,  the  economy  is  too  strong  and 
so  forth.  That's  predicting  rain.  It 
isn't  building  arks.  Building  arks  is 
telling  investors  what  they  should  do 
about  the  deluge  that  is  supposedly 
about  to  burst  upon  us. 

Should  we  have  built  gold  arks 
against  the  fateful  cataclysm?  Most 
gold  investments  were  not  fruitful  in 
the  year,  as  the  metal  went  from  $392 
at  the  beginning  of  the  year  to  $383 
by  late  December. 

The  bears  did  tell  us  to  "avoid 
overvalued  stocks."  Big  help,  that! 
Which  stocks?  When?  Shouldn't 
"overvalued  stocks"  always  be  avoid- 
ed? That's  just  another  version  of  the 
old  "buy  low,  sell  high"  cliche. 

Should  we  have  held  cash?  Maybe 
so,  but  if  that  meant  selling  stocks,  we 
simply  would  have  been  exposed  to  a 
lot  of  capital  gains.  And  what's  more, 
we  would  have  been  sold  out  of  some 
very  good  stocks. 

The  trouble  with  the  bears  is  that 
most  of  their  advice  has  been  too 
general — predicting    rain    but    not 


with  it?  It  did  tank,  but  the  New  York 
market  kept  going  up.  Tokyo  is  down 
50%  from  its  highs  and,  whenever  I 
check,  everybody  is  still  functioning  at 
Broad  and  Wall. 

So  I  remain  bullish.  The  coming  of 
a  new  year  is  no  reason  in  itself  to 
change  anything.  There  are  some  de- 
velopments that  are  bolstering  my 
positive  outlook.  These  are  not  by- 
products of  the  so-called  January 
Effect.  They  just  happen  to  be  occur- 
ring at  year's  end. 

Foremost  among  them  is  Orange 
County  and,  to  a  lesser  extent,  Mexi- 
co. Orange  County  and  the  problems 
at  several  well-publicized  money  mar- 
ket funds  are  educating  investors  to 
the  risks  of  money  funds  and  other 
"safe"  investments.  The  stock  market 
may  carry  more  risks,  but  those  risks 
are  also  more  likely  to  be  disclosed, 
while  those  of  some  alternatives  are 
not.  As  a  result,  I  am  not  going  to 
make  any  dramatic  shifts. 

I  still  like  many  consumer  names 
and  once  again  highlight  Nike  (76), 


The  bears  never  told  us  why 

the  world  would  end  or  how  we  should 

protect  ourselves  if  and  when  it  did. 


building  arks  or  even  providing  um- 
brellas. They  told  us  last  year  that  the 
public  may  dump  mutual  funds  and 
precipitate  a  market  decline.  Maybe, 
but  where  is  the  supporting  evidence 
or  data?  It  hasn't  happened.  Maybe  it 
will,  but  the  wise  investor  bases  his 
actions  on  facts,  not  on  fears. 

Fears  are  lousy  investment  advisers. 
Remember  how  in  the  1980s  every- 
body worried  that  the  overpriced  To- 
kyo market  would  tank  and  take  us  all 
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Gillette  (76)  and  Bristol-Myers  (60). 
And  despite  the  gains  they  have  made 
since  we  first  mentioned  them,  I  still 
beat  the  drum  for  McDonnell  Douglas 
(143),  Wells  Fargo  (146)  and  Texas 
Instruments (75 ) . 

In  addition,  I  would  like  to  suggest 
a  new  area — telephones,  gte  (31 )  and 
some  of  the  regional  bells,  such  as 
BellSouth  (54),  Ameritech  (42)  and 
Nynex(37),  provide  growth  potential 
and  pay  rewarding  dividends.         ■■ 
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BUSINESS  STRATEGY 


MONEY  &  INVESTMENTS 


Rising  interest  rates  threaten  prosperity,  but 
there's  a  simple  way  to  counteract  the  damage. 

History  lesson 


BY  JOHN  RUTLEDGE 


John  Rutledge  is  an  economist 
and  chairman  of  Rutledge  &  Co.,  a 
merchant  bank  in  Greenwich,  Conn. 


Of  ALL  HUMAN  weaknesses,  short 
memory  and  its  handmaiden,  igno- 
rance of  history,  are  most  likely  to  get 
us  into  trouble.  We  build  grass  huts  on 
the  sides  of  volcanoes  and  office  build- 
ings on  the  San  Andreas  Fault.  We  are 
nevertheless  shocked  when  volcanoes 
erupt  and  tectonic  plates  shift.  We  turn 
defense  plants  into  bus  factories  at 
war's  end,  then  are  shocked  to  find 
there  are  still  bad  guys  out  there. 

Which  explains  why  Orange  Coun- 
ty declared  bankruptcy  last  year. 
Somebody  forgot  his  history.  History 
showed  that  erratic  movements,  up 
and  down,  normally  characterize  in- 
terest rates.  However,  the  systematic 
property  deflation  of  1989-93  created 
a  period  during  which  interest  rates 
went  only  down.  At  the  end  of  the  run 
in  October  1993,  rates  were  at  their 
lowest  levels  in  three  decades.  It 
should  have  been  clear  (except  to 
people  who  build  grass  huts  on  volca- 
noes) that  the  bull  market  in  bonds 
was  going  to  end  sooner  or  later. 

But  no,  otherwise  sane  people  fig- 
ured out  that  betting  on  declining 
interest  rates  was  an  easy  way  to  make 
money.  All  they  had  to  do  was  borrow 
short-term  money  and  invest  it  in 
bonds,  thus  collecting  both  the  posi- 
tive spread  between  short-  and  long- 
term  rates  and  a  capital  gain  on  their 
bond  position. 

While  the  game  lasted,  it  was  easy 
and  lots  of  fun,  and  nobody  enjoyed  it 
more  than  the  treasurer  of  Orange 
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County.  Orange  County's  bankrupt- 
cy was  not  caused  by  fraud.  It  was 
caused  by  greed  and  a  short  memory. 
And  it  is  only  the  tip  of  the  iceberg,  as 
we  will  see  in  the  weeks  to  come. 

Unfortunately,  when  a  few  greedy 
amateurs  get  caught  by  rising  rates,  the 
whole  market  pays  the  price.  Forced 
bond  sales  to  cover  the  debts  of  an 
insolvent  investor  drive  bond  yields  still 
higher  for  everyone,  which  in  turn 
exposes  other  leveraged  investors. 

The  fundamentals  are  pushing  rates 
higher  as  well.  The  extraordinary 
growth  in  the  world  economy  is  caus- 
ing intense  competition  for  capital, 
giving  investors  attractive  alternatives 
to  U.S.  fixed-income  investments. 
Here  at  home,  shortages  are  growing 
and  inflation  is  rising;  in  December 
Ford  announced  a  stunning  17%  in- 
crease in  the  base  price  of  its  Explorer, 
compared  with  a  year  earlier. 

The  November  Producer  Price  In- 


Ill  financial  markets, 
ignorance  of  history 
is  more  dangerous 
than  outright  fraud. 


dex  figure — over  6%  annualized  infla- 
tion— suggests  inflation  is  becoming 
more  visible;  more  bad  news  ahead  for 
the  bond  market.  And  where  the 
bond  market  goes,  the  stock  market  is 
sure  to  follow.  Last  year  pension 
funds  and  other  U.S.  investors  lost 
nearly  $1  trillion  in  bond  and  stock 
investments  combined. 

This  massive  net  worth  erosion  for 
America's  households  and  businesses 
cannot  go  on  forever  without  under- 
mining the  economic  growth  that  we 
need  to  improve  living  standards. 
These  rising  interest  rates — of  which 
Orange  County  is  just  one  victim — 
threaten  the  current  recovery. 

Happily,  the  federal  government 
has  the  power  to  restore  much  of  this 
lost  value  almost  overnight.  It  need 
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only  eliminate  the  tax  on  capital  gain!' 
By  reducing  the  aftertax  cost  of  capita 
used  to  discount  future  cash  flow* 
elimination  of  this  tax  will  undo  mud 
of  the  damage  caused  by  rising  inter 
est  rates  during  the  past  year.  Here1 
how  it  works: 

Capital  gains  currently  are  taxed  a 
28%,  compared  with  a  top  federal  rat 
of  about  42%  on  dividend  and  interes 
income.  By  our  estimate,  at  curren 
dividend  payout  rates  and  at  today' 
interest  rates,  that  results  in  equit 
capital  costing  13.2%  for  the  typia 
company  in  the  stock  market.  This 
the  tax  structure  and  the  cost  of  mon 
ey  that  is  already  built  into  currei 
stock  prices. 

A  13.2%  cost  of  equity  capital  is  th 
expected  pretax  return  that  compj 
nies  must  deliver  to  investors- 
through  a  combination  of  dividenc 
and  price  appreciation — in  order  t 
entice  them  to  hold  equities  ratht 
than  bonds.  Alternatively,  it  is  th 
discount  rate  investors  will  apply  t 
future  equity  cash  flows  in  setting  th 
value  of  companies.  Put  simply,  who. 
the  cost  of  capital  goes  down,  stocj 
prices  go  up. 

A  reduction  in  the  maximum  capit 
gains  rate  to  one -half  of  the  tax  o 
ordinary  income,  or  about  20%,  is  no> 
being  considered  by  the  new  Republ 
can  House  leadership.  That  would  lov 
er  the  cost  of  equity  capital  for  corpc 
rate  Anerica  from  13.2%  to  12.2? 
This  is  enough  to  increase  the  intrins 
value  of  the  stock  market  by  10. 4°  Irani 
from  533  to  589  for  the  S&P  industrial  mm 

Better  yet,  the  complete  elimin; 
tion  of  the  capital  gains  rate  woul 
reduce  the  aftertax  cost  of  capital  t 
10.2%,  increase  stock  prices  by  moi 
than  30%  and  inject  $755  billion  i 
net  worth  back  into  the  househokfe 
and  pension  funds  that  were  hit  5 
hard  by  rising  rates  last  year. 

But  why  stop  there?  Combine 
zero  capital  gains  rate  with  the  reve 
sal  of  Clinton's  1993  hike  in  the  to 
tax  rate,  from  31%  to  42%  on  ordina 
income.  This  would  reduce  the  cost  ■ 
capital   still   further   and   extend  i 
benefits   to   small   business   ownei  U 
who  report  profits  as  personal  ii  bllar 
come.  Reducing  taxes  on  capital  is  tl  Honey  > 
surest  weapon  I  know  to  stimula 
increased  capital  formation  and  in 
proved  productivity.  Therein  lies  tl 
key  to  raising  living  standards.        I 
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The  collapse  of  the  Mexican  peso  has  created  an 
opportunity  for  investors,  but  in  Argentina,  not  in  Mexico. 

Pegged  out 


Steve  H.  Hanke  is  a  professor 
vi  of  Applied  Economics  at 
;jjen(j  The  Johns  Hopkins  University  in  Baltimore. 

iier  ti 

is  tb  iMexico'S  is  the  latest  economy  to  fall 

r;.  ti  victim  to  the  International  Monetary 

di  Fund.  The  week  before  Christmas  the 

kipeso  lost  almost  30%  of  its  value  and 

jxjMexican  stocks  and  bonds  suffered  a 

major  drubbing. 

These    events    should    not    have 
ojcaught  Forbes  readers  entirely  by  sur- 
prise. Late  last  spring  Sir  Alan  Walters 
kind  I  visited  Mexico  City  to  discuss 
jthe  peso.  In  our  column  "The  wobbly 
Ipeso,"  dated  July  4, 1994,  we  warned 
pur  readers  that,  because  of  Mexico's 
iMF-imposed  pegged  exchange  rate 
system,  investors  in  that  country  were 
in  for  a  wild  ride.  We  flatly  predicted: 
'If  Mexico  retains  its  half-baked  peg, 
Jdie  Mexican  economy  will  continue 
ptall  :o  disappoint."  Unfortunately  for  in- 
o  /estors,  we  were  right. 

Under   the   pegged   system,   the 
i )eso  was  linked  to  the  U.S.  dollar. 
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The  peso  was  allowed  to  trade  within 
tolerance  band  of  some  plus  or 
c  ninus    3%.    The    band    "crawled" 
_•  ;  lownward  daily,  allowing  an  annual 
:  )eso     depreciation     of    about    4% 
.  igainst  the  dollar. 

To  keep  the  peso  within  this  band, 
he  Mexican  central  bank  had  to  man- 
I  ge  simultaneously  both  the  peso- 
ollar  exchange  rate  and  the  peso 
noney  supply.  This  is  an  almost  im- 
possible balancing  act,  as  members  of 
Europe's  Exchange  Rate  Mechanism 
a  pegged  system )  discovered  in  1992 

orbes  ■  January  16,  1995 
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and  1993.  Pegged  systems  inevitably 
result  in  contradictor)'  policies  that 
invite  speculative  attacks  and  ex- 
change rate  realignments. 

Instead  of  a  pseudo-fixed  exchange 
rate,  with  its  accompanying  pseudo- 
monetary  policy,  Mexico  would  have 
been  much  better  off  with  a  currency 
board-like  system,  such  as  the  one 
employed  in  Argentina.  Under  that 
setup,  Argentina's  peso  freely  trades 
for  the  U.S.  dollar  at  an  absolutely 
fixed  1-to-l  rate.  The  ratio  is  credibly 
maintained  by  requiring  that  all  pesos 
be  fully  backed  with  dollars — just  as 
currencies  were  backed  by  gold  dur- 
ing the  "classical"  gold  standard  peri- 
od (1880-1914). 

But  with  pegged  rates,  the  peg  is 
only  as  good  as  a  government's  prom- 
ise to  maintain  it,  a  promise  that 
events  throughout  the  world  have 
shown  to  be  lacking  in  credibility. 

For  the  moment,  the  Mexican  peso 
is  floating  freely,  and  where  it  will 
land,  no  one  can  tell.  The  government 
has  announced  that  it  will  be  allowed 
to  float  for  60  days  until  it  finds  a  new 
level.  But  it  is  a  safe  bet  that  when  the 
peso  does  settle  down,  Mexico  will 
again  bow  to  the  IMF  and  adopt  a  new 
pegged  rate. 

What,  then,  should  investors  do? 
Mexican  security  prices  have  been 
pounded.  But  are  Mexican  stocks  and 
bonds  a  buy  now? 

I  fear  not.  Mexico,  thanks  to  the 
IMF  and  its  cheerleaders  in  the  U.S. 
Treasury,  has  lost  something  that  will 
take  years  to  rebuild:  investor  confi- 
dence. Considering  what  has  hap- 
pened in  recent  weeks,  it  will  be  a  long 
time  before  investors  will  again  be- 
lieve what  the  Mexican  government 
tells  them. 

Consider  that  on  Nov.  20,  1994 
President-elect  Ernesto  Zedillo,  for 
the  third  time  since  his  election, 
promised  to  hold  the  peso  peg;  on 
Dec.  1,  during  his  inaugural  speech, 
he  again  made  a  peg  pledge;  and  on 


Dec.  9  his  finance  minister  presented 
Mexico's  1995  budget  to  the  Mexi- 
can congress  and  promised  to  defend 
the  peg  come  hell  or  high  water. 

Will  future  policy  pronouncements 
by  government  officials  be  taken  seri- 
ously? Not  likely. 

Lost  credibility  represents  only 
part  of  Mexico's  woes.  The  country 
faces  S56  billion  of  debt  coming  due 
in  1995.  This  includes  $20  billion 
that  must  be  rolled  over  in  the  next 
100  days.  Much  of  the  debt,  though 
denominated  in  pesos,  is  convertible 
to  dollars  at  the  choice  of  the  lend- 
ers. If  lenders  choose  to  be  paid  in 
dollars  and/or  refuse  to  pony  up 
new  credits,  the  dwindling  Mexican 
dollar  reserves  (about  $6.5  billion) 
and  credit  lines  from  the  U.S.  and 
Canadian  governments  ($7  billion) 
will  be  overdrawn.  It's  no  wonder 
that  Standard  &  Poor's  has  placed 
Mexico  on  the  negative  credit  watch. 
Indeed,  a  1980s-like  Mexican  de- 
fault is  a  possibility. 

To  avoid  such  a  fate,  Mexico  will 
probably  turn  to  the  IMF  and  the  U.S. 
government  for  additional  funds. 
This,  of  course,  will  force  the  Mexi- 
cans into  an  even  tighter  embrace  by 
the  folks  who  assisted  in  engineering 
the  current  mess.  It  will  also  probably 
rule  out  the  onlv  real  solution  to 


By  submitting  to  the 
IMF,  Mexico  more  or 
less  assures  itself  more 
trouble  down  the  road. 


Mexico's  currency  problems:  a  cur- 
rency board  and  a  monetary  unit  fully 
backed  with  hard  currency. 

The  Mexican  meltdown  sent  all  the 
Latin  markets  spiraling  down  as  fund 
managers  indiscriminately  dumped 
securities  throughout  the  region. 
Argentina's  peso  was  unscathed,  but 
its  markets  weren't  spared.  And  there- 
in lies  the  opportunity.  In  my  Dec.  19, 
1994  column  I  said  that  Argentinean 
peso  T  bills  and  bonds  were  irresist- 
ible buys.  Well,  they  are  even  more 
irresistible  now.  And  I  would  add 
Argentinean  floating-rate,  dollar-de- 
nominated Brady  Bonds  to  that  list. 
Argentina  is  not  Mexico.  WM 
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FINANCIAL  SERVICES 


Receive  Value  Line 
for  only  §SS  $55 

An  introductory  subscription  to  The  Value  Line  Investment  Survey 

brings  you  the  2000-page  Investors  Reference  Library — Value  Line's  most 

recent  Ratings  and  Reports  on  1700  stocks  and  the  practical  guide  How  to 

Invest  in  Common  Stocks.  You  will  also  receive  analyses  of  about  130  stocks 

each  week  for  10  weeks  forS65$55.  Available  only  once  every  three  years  to 

any  household    SPECIAL  BONUS:  J.K.  LASSERS  Your  Income  Tax  1995. 

You  will  also  get  the  newest  edition  of  the  #1  bestselling  tax  guide  for  58  years. 

You  get  •  all  the  latest  changes  and  pending  legislation  •  hundreds  of  practical 

examples  and  tax-saving  strategies  •  a  free  update  supplement  •  tax  forms  for 

filing  •  a  24-hour  telephone  helpline.  (Free  with  your  trial  or  annual 

subscription...  while  supplies  last.)  Your  subscription  to  Value  Line  may  be 

tax-deductible.  Consult  your  tax  advisor.  Send  check  or  money  order 

along  with  name,  address  and  zip  code  together  with  this  ad  or: 

Call  Toil-Free  1-800-833-0046 

(Ext.)  2903-Dept.  416J16)  American  Express,  MasterCard  or  Visa.  24  hours  a  day, 

7  days  a  week.  30  day  Money-Back  Guarantee.  Allow  4  weeks  for  delivery. 

NY  residents  add  sales  tax.  Foreign  rates  upon  request. 


The  Value  Line  Investment  Survey* 

•v.  220  East  42nd  Street, 

\^     NY.  NY  10017-5891 
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Free  Trial  Issue 

Fidelity  Monitor 

Call  for  a  free  copy  and  information  about 
our  top-rated  newsletter  on  Fidelity  funds. 

(800)  397-3094 

Fidelity  Monitor  is  independent  of  Fidelity  Investments. 


HEDGE 


The  first  monthly  newsletter  to 
cover  the  realm  of  hedge  funds 
in  its  entirety,  offering  a  global 
look  at  advisors  and  funds  in  a 
convenient,  accurate  and  timely 
format. 

Managed  Account  Reports  Inc. 

220  Fifth  Ave.,  NY,  NY  10001 
Fax  (2 12)  2 13- 1870  or  call 
Lydia  Soto  at  2 12-2 13-6202 


Fifty  People 
Buy  This 
Book  Every 
Week  — 
Most  are 
Millionaires 

WEALTH: 

An  Owner's  Manual 

By  Michael  Stolper 

Published  by  Harper  Business 

S20.00  plus  S3.00  postage  &  handling 


BUSINESS  OPPORTUNITIES 


Gain  Financial 
Independence  By 
Using  Inside  Secrets 
To  Help  Companies 
Get  Business  Loans 

(St.  Louis)  Every  day,  business  loans 
are  turned  down  because  borrowers 
either  didn't  approach  the  right  lender 
or  clearly  communicate  their  strengths. 

Enter  the  S&K  Group,  an  innova- 
tive CPA  firm  which  for  20  years 
has  helped  clients  fund  their  loans 
with  phenomenal  success.  S&K's 
"inside"  secrets  have  given  them  an 
almost  unfair  advantage,  attracting 
funds  for  their  clients  like  a  mag- 
net, receiving  a  substantial  fee  each 
time  they  succeed. 

The  S&K  Group  is  now  training  as- 
sociates to  offer  (his  same  service  in 
iheir  own  market  areas  to  clients  who 
have  been  knocking  on  the  wrong 
doors — and  who  have  been  making 
their  appeals  without  adequate  clarity, 
persuasiveness,  or  professionalism. 

In  addition  to  capital  acquisition 
skills,  S&K  associates  learn  how  to 
offer  expense  reduction  counsel.  Fo- 
cusing on  specific  overhead  areas,  as- 
sociates receive  half  of  the  first  year's 
savings  plus  half  of  all  refunds  they 
uncover.  Again,  their  fee  is  contingent 
on  results. 

With  fees  typically  ranging  from 
$  1 0,000  to  $50,000  or  more  on  a  single 
case,  just  one  client  each  month  can 
generate  a  six-figure  income. This  con- 
sultant business  requires  little  more 
than  a  personal  computer,  fax,  and 
phone.  Approximately  $12,000  is 
needed  for  start-up.  For  full  details,  call 
(800)  660-0330,  toll-free. 


$$$900  NUMBERS  $$$ 


Business  opportunity  of  the  decade! 

Low  investment,  high  income  programs! 

Potential  $10K-$50K  per  month! 

Live  Psychic,  Live  Chat,  Horoscope, 

Soap  Opera  Updates,  Sports  Scores, 
and  many  more!  Custom  programs  also 

available.  FREE  information  package! 


Call  International  Telecom  now!  1-800-865-1000 


BUSINESS  OPPORTUNITIES 


INCORPORATE  IN  DELAWARE! 


Specialists  in  setting  up  Delaware 
Corporations.  General,  Aircraft, 
Boat  &  Shelf  Corporations. 

Cad/Write  tor  FREE  KIT: 

P.O.  Box  464-FB 

Wilmington,  OE  19899 

800-321 -CORP-  302-652-6532 
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Call  1-800-426-6502 


ForbesrCapitalist  Tool® 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  Manufacturing  to  Small  Retail  Shops 

No  Brokerage  Fees 
To  Buy  or  Sell 
1-800-999-SALE 
GREAT  WESTERN  BUSINESS  SERVICES.  INC. 


NATIONWIDE 


"THE  TAX  EXILE  REPOR  j   ' 

by  Marshall  Langer 


Discover  how  you  can  become  a  si 
cessful  legal  Tax  Exile.  Also,  let 
the  secrets  of  dual  nationality  a,  „, 
escape  confiscatory  taxes. 

FREE  BROCHURE  AND 
PRIVACY  NEWSLETTER 


Scope.  Box  4942.  Forestside  House 
Forestside.  P0  9  6EE.UK 


Tel: +44  705  631751  Fax: +44  705  631     **' 
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EDUCATIONAL  SERVICES) 


University  Dearees 


Approved  Self  Paced  Home  Stud 
Associate  Bachelors  Masters  Doc 

Business  Admin,  Public  Admin,  Hs 
Care  Admin,  Human  Resources,  Fina 
International  Business,  Tech  Mgmt, 
Paralegal,  Psychology,  Call  for  brocr 
(800)  477-2254  (24  hrs) 
Southern  California  University 
for  Professional  Studies 
1840  E.  17  St-F,  Santa  Ana,  CA927 


COLLEGE  DEGREI 

BACHELOR'S  •  MASTER'S  •  DOCTOR 

For  Work.  Life  and  Academic  Experie 

Earn  your  degree  throil   | 
convenient  home  stui 
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(800)  423-3244  ex. 
Fax:(310)471-6456 

send  detailed  resume  for  free  evali 

Pacific  Western  Univerj 

600  N.  Sepulveda  Blvd.,  Dept  185,  Los  Angeles,  CA  5 
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FREE  VIDEO 
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EXTERNAL  DEGREE: 

BA/BS  MS/MBA  PhD/JD 
|  Credit  for  work./life  exp.  •  Accredit. 
(800)  955-8879  (24  hrs.) 

LaSalle  University^ 

I  Dept.  879  Mandeville,  LA  70470-4)   jjjgQ, 
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Send  for  a 

FREE 
CATALOG 

of  business  books  for  sc 
by  the  U.S.  Govemmen 

Write  to: 

Free  Business  Catalog 

U.S.  Government  Printing  Off 

Office  of  Marketing — Stop  SM 

Washington,  DC  20401 
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HIES1  MISCELLANEOUS  FOR  SALE 


'OnSVESTMENT  GEMSTONESI 
UARANTEED  LIQUIDITY!!! 

We  bu>  &  sell  Diamonds 

and  all  Precious  Gemstones. 

M-ee  wholesale  catalog  since  1967! 

Member:  Jewelers  Board  of 

Trade  &  Chamber  of  Commerce. 


HOUSE  OF  ONYX 
1  Main  St..  Greenville.  KY  42345 
-844-3100  or  FAX  502-338-9605 


sun 


FORBES  BINDERS 
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kVE  YOUR  COPIES  OF  FORBES 

* SJpese  custom-made  cases  and 
?."~xlers  protect  your  vaiuaoie 
^^■S  from  damage  T^e.  note 
■  naif  a  year  s  issues  Mac 
enforced  board  covered 
eather-like  material  in 
wrtj  i  Title  is  hot-stamped  in 
^.  J  Id  Bnders  have  special 
■"echanismtohold 
r  -ods 
ises:  1-S895  2-S24  95  6-S4595 
Xters  1-S11.25  2-S3185  6-S6075 

BFROM  Jesse  Jones  indus-'es  Dept  95  FB 

East  E'e  toe  Fftia   FA  19134  Enclose  name 

fx>  PO  Box)  &  payment  Add  $150  per 

-3er  lor  P&H  Outside  Continental  US  (m- 

-qg^ing  AK&  HI)  S350  per  case/bolder  (US  lunds 

Pa  residents  add  7%  sales  tax  Credit  card 

;a«  1-800-825-6690  (mn  $15)  Allow  4  to  6 

44  8.1  leks  'c  de  ver>  Satisfaction  Guaranteed. 
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ORBES  MARKET/ 
CLASSIFIED 


To  spotlight  your 
^specialty  product  or 
service  to  an  affluent 
proven  responsive 
'^executive  audience: 

WRITE,  CALL  OR 
„4AX:  LINDA  LOREN 
ORBES  MARKET/ 
CLASSIFIED 
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60  Fifth  Ave., 
N.Y,  NY  10011 

(212)620-2440 
112)  620-2472  (FAX) 


VOICE  MAIL 


TflflGET  VDUH  PflEV! 

Bag  Your  Voice  Processing  Objective 


♦  UQICEIIRIUflUTQ-TnrMEn 


Complete  your  mission  for  as  little  as  $295. 

CAll1-800-685-4884 


TALKING  TECHNOLOGY,  INC. -^ 

1 125  Atlantic  Ave.  •  Alameda.  C A  94501   /#/ 


STEEL  BUILDINGS 


Buy  Factory  Direct. 

Steel  Buildings.  All  sizes.  Ideal 

from  Back  Yard  Shops,  Airplane 

Hangars.  RV  &  Boat  Storages  to 

Large  Commercial  applications. 

Do-it-yourself  or  complete  set  up. 

20  year  warranty.  Call  for  free 

brochure.  STEELMASTER 

1-800-526-1110. 


EXECUTIVE  GIFTS 


Do  you            l 

PosturEvolution  could  be 

1 

the  solution. 

A 

PosturEvolution  helps  retroin  your 

experience  jfl 

back  so  you  can  maintain  good 

posture  wherever  you  sit. 

•  Portable 

frequent  fl 

•  Rugged 

•  Supportive 

•  Compact 

back  pain     ^ 

PosturEvolution  transforms  your 

1 

chair  or  car  seat  into  a  foundation 

1 

for  proper  silling.  Call  for  o  free 

or  fatigue?       J 

brochure. 

A 

PosturEvolution 

4 

800.392.0363 

SHARING 


IS  CARING 


REACH  THE  PEOPLE  WHO  OWN 
AND  RUN  AMERICA'S  BUSINESS 


Prestigious  Nine  Bar  Ranch  For  Sale 


Highly  Developed  4000  Acre  Purebred  Cattle  and  Horse  Operation  Located  Outside 
Houston.  Texas  •  Renowned  International  Reputation  •  Excellent  Highway  Frontage 
in  Houston's  Growth  Corridor  •  Meticulous  Attention  to  Detail  &  Amenities  •  Never 
Before  on  Market  •  Brochure  Available  •  Contact  Jennifer  L.H.  Myers 
Tel:713»840»8853,Fax:713«840»8854.         ,    „  .,      „ 

A.L.  Salley  Realty 

specializing  in  prestigious  farm  &  ranch  properties 


AUDIO  BOOKS 


BOOKS 
ON  TAPE 


•  World's  Largest  Selection  of  Audio  Books « 

Bestsellers  ■ 

on  Cassette  S 

Full-length  | 

Readings  I 

Call  for  Free  | 
Brochure 


(800)  626-3333 


CELLULAR  PHONES 


TWO  CELLULAR  PHONES 

WITH  THE  SAME  NUMBER 


Order  this  Motorola  Flip  Phone 

and  we'll  program  it  with  the 
same  number  as  your  existing 
cell  phone.  No  second  monthly 
bill!  No  second  number  to 
remember!  Your  Extension 
phone  works  everywhere. 

Only  $495 

Other  programming        /     -  ~t 
from  $200 

1-800-819-9979  Ext.  #  1 
JEM  MARKETING,  LLC 

100  Springdale  Road/Suite  A3-113 
ptgP  Cherry  Hill,  NJ  08003  SR*S 


BUSINESS  OPPORTUNITIES 


INCORPORATE 

THRU  ATTORNEYS 

800-318-7407 

FAX  302-652-6760 

CorpCo 


For  as 
little  as 


25 


Plus  state 
fees 


EXECUTIVE  GIFTS 


CARVED  MAHOGANY 

<*jjgfi»  . 


•  16"  to  27"  models  ore  hand- 
crafted from  sotid  mahogorry  with 
handpamted  makings  and  details 

•  Over  160  models  m  stock 

•  Pnced  from  $99.50 

•  Satisfaction  guaranteed 

Call  1-800-950-9944 


[  Vt  It  II 
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OfRM 
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The  Italian  leather  Checkbook  Couer 


■  Inner  credit  card  slots 
•  Hand-stained 

■  Leather-lined 


Few  accessories 
are  as  pleasurable 
to  carry  as  this  full- 
grain  Italian  leather 
checkbook  cover. 
Soft,  supple  and  long-Lasting,       Colon:  Black, 
you'll  see  its  richness  and  Dark  Brown  or 

character  improve  with  time.       Cognac 

S 30.00  ♦  S4.00  S/H  •  VISA  •  MC 

Satisfaction  guaranteed  •  10  days  to  ship 

Call  1-800-365-6171 

Huron  Products,  6505  E.  Central  Box  137,  Wichita.  KS  67206 


GOLF  VACATIONS 


Hilton  Head  Island,  SC 

Where  you  stay  says  a  lot  about  where 
you  play.  We  offer  tailor-made  golf 
packages  &  guaranteed  tee  times  on 
all  courses  within  30  miles  from  public 
to  semi-private  and  then  some.  Play 
well  &  live  well  from  oceanf ront  to 
golf-view  private  homes  and  villas. 
Enjoy  12  miles  of  Atlantic  beach, 
tennis,  shopping,  fine  dining  &  many 
other  activities  to  keep  you  entertained 
day  &  night.  Call  800-476-4885  toll- 
free  in  the  U.S.  &  Canada  for  a  free 
brochure  Fax  803-686-2650. 
Island  Getaway,  P.O.  Box  5429, 
Hilton  Head  Island,  SC  29938. 
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Want  to  create  a  do-it-yourself  hedge  fund?  Take  these 
wild  bets  recommended  by  our  panel  of  stock  pickers. 

The  bull 
and  bear  fund 


By  John  H.  Christy  and  Shlomo  Z.  Reifman 


We  do  it  every  year:  Ask  a  bunch  of 
analysts  to  pick  just  one  stock  for  the 
new  year.  Last  year's  contestants 
(Forbes,  Jan.  3,  1994)  fared  moder- 
ately well  in  a  sideways  market.  Our 
12  bulls,  asked  to  pick  one  stock  to 
own  in  1994,  lost  an  average  0.2%, 
edging  out  the  market's  -1 .9%  return. 

But  it  was  a  year  for  bears,  not  for 
bulls.  Our  five  bears  shone.  Their 
chosen  short-sale  candidates  were 
down  an  average  31%. 

The  shorts  were  helped  by  one 
bull's-eye.  Embrace  Systems,  a  mold- 
ed-plastics  firm  panned  by  Stephen 
Carlson  of  Aspen  Capital  Group, 
went  bankrupt. 

Unfortunately  for  the  bulls,  they, 
too,  had  a  stock  that  became  worth- 
less: Elizabeth  Tran  of  Prudential  Asia 
Fund  Management  picked  kyc  Ma- 
chine Industry.  The  Japanese  manu- 
facturer of  construction  equipment 
didn't  go  up.  It  went  broke.  In  a 
reminder  of  how  the  stock  market 
humbles  all  of  us,  analyst  Tran  was  our 
first-place  winner  the  year  before. 

Last  year's  best  buy  came  from  Kurt 
Kammerer  of  Advest,  who  recom- 
mended physical  therapy  provider 
Advantage  Health.  It  gained  135%. 

For  a  summary  of  1994's  12  bulls 
and  5  bears,  see  the  table  on  page  123. 

And  now  for  1995.  Kammerer  and 
other  winners  were  invited  back  to  try 
their  luck  again. 

Kammerer  is  sticking  with  the  reha- 
bilitation theme.  He  picks  Profession- 
al Sports  Care  Management,  a  com- 
pany founded  by  the  current  team 
physician  of  the  New  York  Giants. 

Alison  Bisno  of  Stephens  Inc.  fin- 
ished a  strong  second  by  picking 
Blount  last  year.  Her  new  choice: 
Citation  Corp.,  which  owns  metal 
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foundries  and  sells  at  less  than  12 
times  her  1995  earnings  projection  of 
$1.15  a  share. 

Now  in  his  seventh  consecutive  ap- 
pearance is  Van  Brady  of  Presidio 
Management.  His  1994  pick,  Systems 
&  Computer  Technology,  gained 
23%.  This  year  Brady's  going  with 


Cambridge  Technology  Partners,  ; 
computer  consulting  firm. 

Another  returning  bull,  Theodor 
Rosenberg  of  Burney  Co.,  is  also  bet 
ting  on  computers.  His  choice  is  Mi 
croAge,  a  Tempe,  Ariz. -based  fran 
chisor  of  computer  stores. 

Lesa    Sroufe    of  Seattle's    Ragei 


The  starting  line 

Name/affiliation 

The  bulls  say  buy  these  stocks . . . 

Alison  Bisno/Stephens 

Van  Brady/Presidio  Management 

Leopoldo  Guzman/Guzman  &  Co 

Kurt  Kammerer/Advest 

Michael  Kassen/Neuberger  &  Berman 

Madelynn  Matlock/Bartlett  &  Co 

Theodore  Rosenberg/Burney  Co 

David  Saks/Gruntal  &  Co 

Brett  Sneed/Bull  &  Bear  Group 

Lesa  Sroufe/Ragen  MacKenzie 

Paul  Stephens/Robertson  Stephens  Contrarian  Fund 

Gregory  Weiss/Investment  Quality  Trends 

. . .  the  bears  say  short  these  stocks 

William  Lambos/BIG  newsletter 

Robert  Lang/Lang  Asset  Management 

William  Lyons/Short  On  Value 

Evan  Sturza/Sturza's  Medical  Investment  Letter 

Ranjan  Tandon/Libra  Advisors 

Closing  prices  as  of  Dec.  23,  1994.    *ADR. 


Stock  Ticker  Recent 

symbol  price 


Citation  Corp  CAST  12% 

Cambridge  Tech  Partners  CATP  201/2 

Grupo  Televisa*  TV  32% 

Professional  Sports  Care  Mgmt  PSCM  121A 

Progressive  Corp  PGR  35% 

Istituto  Mobiliare*  IMI  I81/s 

MicroAge  MICA  11% 

Ivax  IVX  17% 

System  Software  Associates  SSAX  14% 

Washington  Energy  WEG  13V2 

McMoRan  Oil  &  Gas  MOXY  2% 

Chemed  CHE  33% 


Epitope  EPT  24% 

Hilton  Hotels  HLT  67% 

Nextel  Communications  CALL  15% 

Glaxo*  GLX  20% 

IP  Timberlands,  LP  IPT  23V2 
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Once  again,  17  experts  are  placing 

all  their  hypothetical  chips 

on  one  stock— either  to  buy  or  to  sell  short— 

for  the  coming  year. 
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The  finish  line 

Name/affiliation 

Stock 

% 
change 

The  bulls  lost . . . 

Kurt  Kammerer/Advest 
Alison  Bisno/Stephens 
Lesa  Sroufe/Ragen  MacKenzie 
Van  Brady/Presidio  Management 
Theodore  Rosenberg/Burney  Co 
Jerry  Herman/Kemper  Securities 

Advantage  Health 

Blount 

Alberto-Culver 

Systems  &  Computer  Technology 

Boeing 

Lesco 

135% 
84 
21 
23 
20 
-1 

Carlene  Murphy/Strong  Common  Stock  Fund 

Christine  Munn/Munn,  Bemhard  &  Associates 

Mark  Keller/AG  Edwards 

Justin  Mazzon/American  Blue  Chip  Investment  Management 

Wayne  Burgan/Analytic  Capital  Management 

Elizabeth  Tran/Prudential  Asia  Fund  Management 

Dovatron  International 

AmenCredit 

Esco  Electronics 

Woolworth 

Castle  Capital 

KYC  Machine  Industry 

-2 
-18 
-41 
-40 
-83 
-100 

. . .  the  bears  won 

Stephen  Carlson/Aspen  Capital  Group 
Evan  Sturza/Sturza's  Medical  Investment  Letter 
Robert  Lang/Lang  Asset  Management 
David  Hines/Hines  Management 
Robert  Stoval l/Stoval l/Twenty-Fi rst  Advisers 

Embrace  Systems 
Aphton 
Deere  &  Co 
Columbia  Gas  System 
Charles  Schwab 

-100 

-45 

-9 

-1 

0.4 

Performance  from  Dec.  10,  1993  through  Dec.  15,  1994. 

Solace  for  our  bullish  analysts: 

Although  they  lost  money, 

they  edged  out  the  overall  market  last  year. 

The  bear's  short-sale  candidates  were  down  a  handsome  31%. 


i'i  MacKenzie  is  back  with  Washington 
.   Energy,  a  regulated  natural  gas  utility. 
.   Doesn't  sound  like  a  swinger,  but  it 
:   ihould  hold  up  if  interest  rates  de- 
fine. The  company  was  awarded  a 
1.9%  rate   boost  last  May,  and  its 
.    mstomer  base  is  growing  5%  annual- 
y,  twice  the  national  average. 
A  bullish  newcomer  is  David  Saks, 
.r   3runtal  &  Co.'s  pharmaceuticals  ana- 
.    yst.  His  favorite  for  1995  is  Ivax,  a 
vliami- based  pharmaceutical  firm.  Its 
,:  railing  earnings  of  SI. 06  aren't  bad, 
>ut  Saks  rhapsodizes  about  the  com- 
>any's  founder  and  chairman,  Phillip 
:rost:   "Qualitative  faith  in  people 
ometimes    transcends    quantitative 
nalysis." 
Newcomer  Paul  Stephens,  portfo- 
o  manager  of  the  Robertson  Ste- 
phens Contrarian  Fund,  is  betting  on 
•etroleum.  His  favorite:  McMoRan 
)il  &  Gas,  a  spinoff  of  Freeport- 
4cMoRan.  "The  company  has  a  lot 
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of  hidden  assets,  including  the  largest 
3-D  seismic  library  on  the  Gulf  of 
Mexico." 

Brett  Sneed,  senior  vice  president 
of  Bull  &  Bear  Group,  a  mutual  fund 
vendor,  picks  System  Software  Asso- 
ciates, which  sells  applications  for 
midrange  computers. 

Gregory  Weiss  of  Investment  Qual- 
ity Trends  chooses  Chemed,  the  na- 
tion's largest  supplier  of  janitorial  ser- 
vices and  60%  owner  of  Roto-Rooter. 
A  year  ago  Chemed  purchased  Patient 
Care,  a  large  New  York-area  provider 
of  home  health  care.  Another  plus, 
says  Weiss,  is  Chemed's  6.4%  yield. 

Michael  Kassen  of  Neuberger  & 
Berman  puts  his  chips  on  Progressive 
Corp.,  which  insures  high-risk  driv- 
ers. Kassen  says  Progressive  was  rare 
among  insurers  last  year  in  turning  a 
profit  on  underwriting.  Most  proper- 
ty/casualty insurers  are  in  the  black 
only  by  dint  of  investment  income. 


We  asked  two  analysts  to  offer  in- 
ternational buy  recommendations. 
Leopoldo  Guzman,  president  of  Mi- 
ami-based Guzman  &  Co.,  likes  Mex- 
ico's Grupo  Televisa,  which  owns 
television  stations  and  programming 
operations  throughout  Latin  Ameri- 
ca. It's  also  the  dominant  Spanish- 
language  TV  programming  group  in 
the  U.S.  The  peso  devaluation  just 
made  the  stock  a  lot  cheaper. 

Madelynn  Matlock,  director  of  in- 
ternational investment  at  Cincinnati's 
Bartlett  &  Co.,  offers  Italian  bank 
Istituto  Mobiliare,  off  30%  (in  dollar 
terms)  from  its  peak  in  April  1994. 

If  you  think  the  bear  side  is  the 
place  to  be  in  1995,  as  in  1994,  have 
we  got  some  picks  for  you! 

We  couldn't  reach  1994  genius 
Stephen  Carlson.  We  replaced  him 
with  William  Lyons,  publisher  of  the 
Atlanta- based  Short  on  Value  newslet- 
ter. Lyons  shorts  Nextel  Communica- 
tions. (For  a  contrary  view  on  Nextel, 
see  p.  47.) 

Robert  Lang,  who  manages  money 
from  Atlanta,  says  he'd  short  Hilton 
Hotels,  overpriced  at  25  times  1995 
estimated  earnings. 

Evan  Sturza  of  Sturza's  Medical 
Investment  Letter  last  year  told  us  to 
short  Aphton,  which  fell  nearly  45%. 
Now  he's  bearish  on  Glaxo,  the  Brit- 
ish drug  giant.  He  says  the  sales  of 
new  drugs  in  Glaxo's  pipeline  won't 
offset  the  loss  from  the  patent  expira- 
tion on  its  popular  ulcer  medication, 
Zantac,  which  rang  up  sales  of  $3.7 
billion  for  the  year  ended  June  1994. 

Newcomer  William  Lambos  also 
tracks  biotechnology  stocks  as  editor 
of  the  big  newsletter  in  New  York. 
He's  short  Epitope,  a  biotech  compa- 
ny that  makes  OraSure,  an  oral  test  for 
Hiv.  OraSure  just  got  federal  approv- 
al, but  only  as  a  doctor- supervised 
test.  Disillusioned  investors  who 
hoped  for  a  home -detection  item  will 
soon  dump  the  stock,  says  Lambos. 

Ranjan  Tandon,  president  of  Libra 
Advisors,  a  New  York  hedge  fund,  is 
sour  on  IP  Timberlands,  L.P.,  a  wast- 
ing asset  controlled  by  International 
Paper.  "Even  if  timber  prices  stay 
stable,  I  think  the  stock  is  over- 
priced," says  Tandon.  "And  I  expect 
timber  prices  to  fall."  It  had  better  fall 
briskly:  As  a  short-seller,  you  would 
have  to  cover  the  company's  $2.88 
annual  dividend.  H 
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For  Your  Next  Meeting,  Aim  a  Little  Higher. 


Deep  in  the  Southern  Rockies  lie  two  hundred  and  fifty  spectacular  square  miles 

known  as  Forbes  Trinchera.  Its  tallest  peak  reaches  14,345  feet  into  the  Colorado  sky,  and  its 

mountains  sweep  down  into  valleys  as  green  and  fertile  as  a  Kentucky  meadow. 

This  historic  tract  of  land  was  bought  by  publisher  Malcolm  S.  Forbes  in  1969  as 

a  natural  escape  to  a  place  far  from  Wall  Street  and  corporate  stress.  It  is  this  aspect  of  this 

wonderful  land  that  the  Forbes  family  have  decided  to  share  with  like-minded  colleagues. 

The  buildings  of  Forbes  Trinchera  have  been  remodeled  to  provide  superb 
accommodation,  but  it  is  still,  essentially,  a  ranch. 

Whilst  there,  you  can  ride  the  land  on  horseback,  or  on  Uail-bike.  You  can  fly-fish  on  its  miles 

of  streams,  or  hike  its  thousands  of  trails.  You  will  have  special  rights  at  a  nearby 

golf  and  swimming  club,  or  you  can  shoot  skeet  until  every  clay  looks  as  big  as  a  house. 

And,  when  there's  work  to  be  done,  our  main  conference  room  can  seat  up  to  sixty. 

However  you  choose  to  use  it,  Forbes  Trinchera  will  provide  a  lookout  point  from  which  to  view 
the  world.  Two  hundred  and  fifty  square  miles.  Fifty  staff.  Mountains.  Valleys.  Lakes.  Sueams. 

Call  1-800-FORBES-5,  and  allow  us  to  tell  you  more. 
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Forbes  Trinchera  Ranch 

A  Forbes  Executive  Retreat 
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EDITED  BY  DERO  A.  SAUNDERS 


"The  more  things  change  . . ." 
70  years  ago  in  Forbes 

[From  the  issue  of  Jan  15,  1925) 


Sculptor  Gutzon  Borglum  (third  from 
left)  at  work  on  head  of  General  Robert  E. 
Lee  at  Stone  Mountain,  Ga.  memorial. 

"Rates  of  pay  throughout  the  U.S. 
for  1924  were  the  highest  in  history, 
according  to  the  Department  of  La- 
bor. The  average  hourly  rate  was 
128%  greater  than  in  19 1 3,  154.2% 
greater  than  in  1907,  and  8.3%  great- 
er than  in  1923." 


"William  W.  Wood's  resignation  as 
head  of  the  American  Woolen  Co. 
marks  the  passing  of  a  typical  example 
of  the  old  school  of  autocratic,  domi- 
neering giants  who  found  themselves 
at  loggerheads  with  modern  industrial 
ways  and  thought.  .  .  .Their  attitude 
towards  labor  continued  autocratic, 
not  diplomatic.  In  their  eyes  it  was 
labor's  duty  to  do  exactly  as  told  and 
fiot  to  reason  why.  They  issued  de- 
rees;  it  was  for  their  'help'  to  obey." 

60  years  ago 

From  the  issue  of  Jan  15,  1935) 
'America's  industrial  leadership  of 
he    world    did    not    become    pro- 
lounced    until    she   achieved   over- 
whelming    automotive     leadership. 


ackard  introduced  its  new,  smaller 
120"  model  straight-eight  in  early  1935. 
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This  nation  owes  more  of  its  progress 
during  the  last  two  decades  to  auto- 
motive giants  than  to  any  other  one 
group." 

"Including  3-cent  postage,  approx- 
imately $700  million  in  emergency 
taxes  expire  with  the  current  fiscal 
year.  All  will  be  extended,  some  in- 
creased. The  scramble  for  new  reve- 
nues is  hectic." 

50  years  ago 

(From  the  issue  of  Jan  15,  1945) 
"Television,  though  scarcely  out  of 
its  infancy,  now  promises  to  become  a 
tremendous  medium  for  education, 
entertainment  and  even  employment 
in  postwar  America.  And  it  has  already 
been  perfected  to  a  point  where  it's 
commercially  practical.  When  the 
Federal  Communications  Commis- 
sion fixes  the  rules  for  transmission 
standards,  [set]  manufacturers  will  be 
safe  to  proceed.  ..." 


"Televised  college  courses  may  soon 
be  a  reality,"  said  Forbes  1945  caption. 


"From  Mississippi  to  Virginia,  from 
Alabama  to  Florida,  the  word  is  be- 
ginning to  spread  that  the  black  life- 
blood  of  modern  civilization,  oil,  may 
exist  deep  under  Southern  cotton, 
rice,  peanut  and  tobacco  crops." 

25  years  ago 

(From  the  issue  of  Jan.  15,  1970) 
"The  railroads  of  America  may  be 
beset  by  problems,  but  Pullman-Stan- 
dard Vice  President  Elwyn  T.  Ahn- 
quist  expects  them  to  take  delivery  of 
70,000  new  freight  cars  in  1970.  This 
would  be  well  above  the  65,000  cars 
calculated  for  1969  by  the  American 
Railway  Car  Institute — which,  in 
turn,  was  16%  above  the  56,232  cars 
produced  in  1968." 


Moondump:  The  Apollo  lunar  missions 
of  the  late  1960s  left  their  trash  behind. 


"  'Hell,  no,  we  won't  go!'  is  being 
heard  often  today  from  business  exec- 
utives who  refuse  transfers  to  big, 
expensive  cities.  .  .  .  Employee  reluc- 
tance is  growing  despite  various  in- 
ducements, such  as  relocation  allow- 
ances and,  by  several  companies,  spe- 
cial salary  increases.  New  York  was  a 
major  problem  destination." 
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years  ago 


(From  the  issue  of  Jan.  14,  1985) 
"How  much  leisure  do  we  have  to- 
day? Not  as  much  as  you  might  think. 
Leisure  time  has  actually  been  shrink- 
ing and  the  workweek  lengthening 
since  the  early  Seventies,  says  a  study 
by  Louis  Harris  for  Philip  Morris.  The 
average  American  had  only  18.1 
hours  per  week  of  real  leisure  time  last 
year.  That  compares  with  24.3  hours 
in  1975  and  19.2  hours  in  1980." 

"  'Too  much  of  a  good  thing'  was 

the  title  of  the  opening  essay  in 
Forbes'  22nd  Annual  Report  on 
American  Industry  in  January  1970. 
It  chronicled  the  great  economic  sea 
change  that  occurred  as  Americans 
began  to  realize  that  inflation,  rather 
than  depression  and  unemployment, 
too  much  money  rather  than  too 
little,  was  the  overarching  economic 
problem  that  lay  ahead." 

"Last  September  Todd  Conover, 
Comptroller  of  the  Currency,  told  the 
House  Banking  Committee  that  the 
federal  government  wouldn't  allow 
any  of  the  nation's  1 1  largest  banks  to 
fail.  For  smaller  banks,  of  course,  the 
story  was  different:  When  Conover 
spoke,  59  of  them  had  already  gone 
under  in  1984.  ..."  H 
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Civil  Service  has  itself 
become  such  a  spoils  system 
that  a  fed-to-the-tceth- 
with-bureaucracy  public 
threatens  to  support  a 
return  to  the  old  one. 

Once  in  a  civil  service 
job,  one  needs  only  to 
live  to  rise.  It's  near 
impossible  to  be  fired  for 
incompetence,  indifference, 
woeful  attendance,  insub- 
ordination, or  even  being 
caught  red-handed  in  the 
cookie  jar.  .  . 

When  Congress  passed  the 
civil  service  act  slightly 
more  than  100  years  ago 
after  a  disappointed  job- 
seeker  assassinated  Presi- 
dent Garfield,  it  surely 
didn't  have  in  mind  that 
its  baby  would  turn  into 
such  an  uncivil  monster. 


-Malc:olm  Forbes 


A  Text .  .  . 

Take  my  yoke  upon  you, 
and  learn  of  me;  for  I 
am  meek  and  lowly  in 
heart;  and  ye  shall  find 
rest  unto  your  souls. 
For  my  yoke  is  easy,  and 
my  burden  is  light. 
-Matthew   11:29-30 


Sent  in  by  Dan  Duggan, 

Tyler,  Tex. 

What's  your  favorite  text? 

The  Forbes  Scrapbook 

of  Thoughts  on  the  Business 

of  Life  is  presented  to  senders 

of  texts  used. 


Pleasure  is  Nature's  test, 
her  sign  of  approval.  When 
man  is  happy,  he  is  in 
harmony  with  himself  and 
with  his  environment. 
-Oscar  Wilde 

It  is  not  abstinence  from 
pleasures  that  is  best, 
but  mastery  over  them 
without  being  worsted. 
-Aristippus 

Although  wealth  may  not 
bring  happiness,  the 
immediate  prospect  of  it 
provides  a  wonderfully 
close  imitation. 
-Patrick  O'Brian 

We  are  all  born  equal — 
equally  helpless  and  equal- 
ly indebted  to  others  for 
whatever  our  survival  turns 
out  to  be  worth. 

-CULLEN  HlGHTOWER 


126 


People  seem  to  enjoy  things 
more  when  they  know  a  lot 
of  other  people  have  been 
left  out  on  the  pleasure. 
-Russell  Baker 

He's  a  self-made  man, 

Certainly  no  faker. 
His  only  fault  is 

He  worships  his  maker. 
-Cecil  Baxter 

I've  learned  that  you 
can't  hide  a  piece  of 
broccoli  in  a  glass 
of  milk. 
-7-year-old's  discovery 

More  than  9,000  "Thoughts,"  indexed  by  author  and 
subject,  are  available  in  a  three-volume  boxed  set  at 
$69.50  ($27.50  per  volume  if  purchased  separate- 
ly). Also  available,  a  one-volume  edition  of  over 
3,000  "Thoughts."  Price:  $27.50.  Send  check  and 
order  to  Forbes  Books,  P.O.  Box  11234,  Des  Moines, 
IA  50340.  Add  sales  tax  on  orders  in  New  York  State 
and  other  states  where  applicable.  For  faster  service 
call  1-800-234-4553  and  charge  to  your  credit  card. 


So  you  wish  to  conquer  in  the 
Olympic  Games?  But  first  mark 
the  conditions  and  the  conse- 
quences. You  will  have  to  put 
yourself  under  discipline;  to 
eat  by  the  rule,  to  avoid 
cakes  and  sweetmeats;  to  take 
exercise  at  the  appointed 
hour  whether  you  like  it  or 
not,  in  cold  and  heat;  to 
abstain  from  cold  drinks  and 
wine  at  your  will;  in  a  word, 
to  give  yourself  over  to  the 
trainer  as  to  a  physician. 
-Epictetus 

Find  something  you  love  to 
do  and  you'll  never  have 
to  work  a  day  in  your  life. 
-Harvey  Mackay 

Official  warnings 

pummel  us 
With  printed  cautions 

we're  to  heed: 
This  may  seem  apt 

and  yet  it's  sad 
When  maybe  half  of  us 

can't  read. 
-Art  Buck 

Don't  argue  with  the  truth. 
-Paul  A.  Potter 

I  think  most  of  the  people 
involved  in  any  art  always 
secretly  wonder  whether  they 
are  there  because  they're 
good  or  there  because 
they're  lucky. 
-Katharine  Hepburn 

There  is  nothing  wrong  with 
having  nothing  to  say — unless 
you  insist  on  saying  it. 
-Anonymous 

I  sit  on  a  man's,  back,  choking 
him  and  making  him  carry  me, 
and  yet  assure  others  that 
I  am  very  sorry  for  him  and 
wish  to  ease  his  lot  by  all 
possible  means — except  by 
getting  off  his  back. 
-Leo  Tolstoy 
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You  Are  The  Traveler,  ^our 

Investments  Are  Tne  Terrain. 

We  Are  Tke  Map. 
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Ihese  days,  a  complex  market- 
place can  often  send  your 
investment  portfolio  in  some 
rather  misguided  directions.  At 
TCW,  we  emphasize  a  guided  approach  to  investing. 
First,  we  analyze  your  objectives  and  risk  tolerance.  Then 
we  use  our  expertise  in  asset  allocation  and  portfolio 
management  to  help  you  meet  your  financial  goals. 
Should  market  conditions  change  en  route,  we  reference 
your  strategy  and  adjust  your  investments  accordingly. 


This  approach  to  investing  has  helped  TCW  travel  from 
$8  million  to  over  $50  billion  under  management  in  just  22 
years.  If  you  have  assets  of  $5  million  or  more  and  you 
would  like  more  information  on  TCW,  please  contact 
Jeffrey  V.  Peterson,  Managing  Director,  at  (213)  244-0500 


TCW      Group 


•  Over  $50  billion  under  management. 

•  Over  40  distinct  investment  strategies:  equities, 
fixed  income,  international  &  alternative. 

•  Comprehensive  asset  allocation. 

•Exemplary  long-term  investment 
performance. 

•Continuity  of  management. 


Trust  Company  Of  The  West 

A  Member  of  The  TCW  Group 
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It  Silently  Scream 
Too  Polite  To  SM 


'ne  of  the  more  extraordinary  aspects  of  sinuous  lines  and  a  lustrous  finish  radiate  confidence,  ( 

the  Legend  Coupe  LS  is  its  uncanny  ability  to  function  when  sitting  perfectly  still.  Inside  its  richly  appoii 

as  a  character  reference  for  those  who  drive  it.  Long,  cabin  are  the  supple  leather  and  fine  craftsmans 
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\I\KERYTHING  YOU'RE 

S/30UT  Yourself. 
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ative  of  the  most  discriminating  taste.  Put  its  230-  of  your  own  personality  traits.  Some  of  which  you 

:power  engine  and  intuitive  handling  to  work,  and  in  may  not  even  have  known  you  possessed. 

e  you  realize  this  automobile  is  an  elegant  display  SOME  THINGS  ARE  WORTH  THE  PRICE.    Ai^SJi^j^ 
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Trading  Iraqi  oil  to  buy 
weapons  for  Saddam. 
"It  takes  money  to 
build  cluster  bombs!" 

M1M   84 


ON  THE  COVER 


Oil!  Guns!  Greed!  84 

By  James  R.  Norman 

Was  Will  Harris  just  unlucky  in  his 
oil  trading?  Or  did  the  money  he 
borrowed  from  Chase  Manhattan 
find  its  way  into  the  international 
arms  trade?  And  did  Chase  know? 

Overhyping  The  Internet: 
Where's  The  Beef?  100 

By  David  C.  Churbuck 
New  technologies  go  through 
three  phases — mania,  bankruptcies, 
rebirth.  Right  now  it's  mania  time 
on  the  Internet. 


Rating  The  Investment  Letters: 
Which  Are  The  Best? 

By  Mark  Hulbert 

Investment  letters  often  make 
extravagant  claims.  Herewith 
the  Forbes  /Hulbert  survey  puts 
those  claims  to  the  test. 
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Joan  &  David:  Who  says  the  world  belongs 
to  the  young?  "If  you  stand  still  you  die." 
44 


"The  financial  strength 
of  McDonnell  Douglas 
is  going  to  surprise 
the  hell  out  of  people." 

■^M   57 


MANAGEMENT/CORPORATE  STRATEGIES 


Joan  &  David 

By  Richard  C.  Morais 

David  and  Joan  Helpern  were 
of  Social  Security  age  when  their 
thriving  business  collapsed.  So  what 
did  they  do?  Started  all  over  again. 


44 


Up  &  Comers: 
Ultrak 

By  R.  Lee  Sullivan 

Successful  entrepreneurs  aren't 
made,  George  Broady  says.  "They 
cornered."  He  speaks  from  experi- 
ence. Also:  Digi  International 
revisited. 


Dickinson  &  Co. 

By  Amy  Feldman  and  Neil  Weinberg 

As  fast  as  the  cops  shut  down  one 

penny  stock  bucketer,  the  boys 

regroup  under  a  different  name — 

and  then  the  game  starts 

all  over  again. 
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SafeCard  Services 

By  Rita  Koselka  and  James  M.  Clash 
Paul  Kahn  very  much  wanted  to  st:  that  c 
his  own  company.  Instead  he  foun  b| 
plenty  of  challenge — and  head-  .  e  Ion 
aches — in  running  somebody  else':, x^ 


49 


Bally  Entertainment 

By  Rita  Koselka 

After  passing  up  Bally,  ITT  is  buying 
Caesars  World.  The  conglomerate 
may  be  betting  on  the  wrong  casino. 

McDonnell  Douglas  57 

By  Howard  Banks 

Skeptics,  Forbes  among  them,  were 
writing  off  McDonnell  Douglas  a  few 
years  ago.  Did  we  get  it  wrong. 

Comedy  Central  73 

By  James  M.  Clash 

To  sell  advertising,  Comedy  Central 
began  giving  it  away.  Impressed 
with  the  results,  the  freeloaders 
became  paying  customers. 
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Faces  Behind  The  Figures 

Robert  Price,  Price  Communica 
tions;  Richard  Weekley,  Texans  foihevV 
Lawsuit  Reform;  Richard  Gordon,  j^n 
Subic  Bay.  r.In 


INTERNATIONAL 


"There's  Lots  Of  Opportunity" 

By  Graham  Button,  Christopher  Palmeri 
and  Kerry  A.  Dolan 

How  the  richest  man  in  Mexico 
copes  with  the  peso  crisis. 

Real  Fish  Don't  Eat  Pellets 

By  Nina  Munk 

Americans  could  dominate  the 
market  for  farm-raised  salmon,  bul 
the  U.S.  has  shot  itself  in  the  foot 
and  let  Chile  walk  away  with 
a  booming  industry. 
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The  Rodney  Dangerf  ield  of  investing: 
Value  Line's  Barry  Nelson  explains  why 
the  track  record  of  his  "tiny,  trivial 
niche"  is  worthy  of  much  more  respect. 
130 


Look  through  all  the 
hype  over  the  Internet 
and  other  on-line  ser- 
vices and  what  do  you 
see?  Lots  of  sizzle  but, 
so  far,  very  little  steak. 

^^m  100 


igh-Tension  Investing  96 

Paul  Klebnikov 

ter  shooting  up  nearly  1 ,000%, 
issian  stocks  dropped  by  half.  Such 
latility  is  almost  the  least  of  the 
ks  in  this  developing  market. 


ONEY  &  INVESTING 


atistical  Spotlight: 

5t  With  Value  63 

Eric  S.  Hardy 
)>chat  do  you  do  if  you  are  nervous 
'imfc>ut  the  stock  market  but  still  want 

long-term  advantages  that 
^sbcks  offer?  Here's  a  suggestion. 


Streetwalker  144 

Cable  stocks;  star  stock  pickers'  top 
choices  for  1995;  Allegheny  Ludlum; 
Turkish  Investment  Fund  and  ROC 
Taiwan  Fund. 


As  Long  As  It's  Free  72 

By  John  R.  Hayes 

What's  the  fastest-growing  sector 
in  advertising?  Hint:  You  can  drink 
coffee  out  of  it. 


PERSONAL  AFFAIRS 


COLUMNISTS 
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lie  Zeal  Of  The  Convert 

Jason  Zweig 

»r've  treated  investors  well,  but 
nvertible  bonds  aren't  much  in  fa- 
ir. In  that  neglect  lies  opportunity. 


Staying  Healthy: 
Chronic  Fee  Syndrome 

By  R.  Lee  Sullivan 

Chronic  fatigue  syndrome  is 

a  frustrating  illness,  unless  you're 

one  of  the  people  making  money 

out  of  it. 
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tppy  Medium 

Jason  Zweig 

utual  funds  come  in  all  flavors. 

)w  thev  come  in  all  sizes  as  well. 
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Himalayan  High 

By  Rita  Koselka 

It's  been  40  years  since  Mount  Ever- 
est was  first  scaled.  Today  any 
reasonably  fit  traveler  can  trace  some 
of  Sir  Edmund  Hillary's  footsteps. 

Collectors: 

Contrarian  Collecting  118 

By  Esther  Wachs  Book 

Collect  what  you  like,  not  what  the 
"experts"  like.  That  old  saw  made  a 
lot  of  money  for  people  who  fell  in 
love  with  Edo-pcriod  Japanese  art. 
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..he  expansion  plans  called  for  two  more. 
Word  has  it,  they  had  problems  structuring  the  financing. 
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Municipal  and 

'orporate  Financing 

Invests  in  municipal  and 

corporate  securities. 

Financing  to  state 

id  local  governments. 

(800)  559-8088 

1»J5  USL  Cape*  Corporator! 


Uur  point  is:  you  need  financial  solutions,  not  problems. 

USL  Capital  provides  a  diverse  range  of  commercial  financing  services. 

But  in  everything  we  do,  our  trademark  is  the  same:  skillfully  crafted  solutions, 

shaped  the  customer's  way,  delivered  with  unusual  speed. 

Precisely  why  we've  built  our  commercial  financing  company  around  extremely  capable  people. 

They're  experienced,  highly  knowledgeable,  empowered  to  make  decisions  —  and  accountable. 

Perhaps  it's  time  you  turned  to  us.  Our  financing  solutions  will  expand  your  horizons. 


Fleet 
Services 

Lease  financing  and 

management  services 

for  commercial  fleets. 

(800)  393-8088 


Real  Estate 
Financing 

Intermediate-term. 

first  mortgage  loans 

on  income-producing 

properties. 

(800)  557-8088 


CAPITAL 


Business  Equipment 
Financing 

Financing  for  office, 

manufacturing  and 

other  equipment. 

(800)  938-8088 


Rail 
Services 

Rail  fleet  management. 

Operating  leases  to 

shippers  and  railroads. 

(800)  797-8088 


Transportation  and 
Industrial  Financing 

Finances  large-balance 

transportation  equipment 

and  industrial  facilities. 

(800)  599-8088 


Services  Group 
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Famous  Grand  Cru  Bordeaux  $100  Lower 
in  Price  Due  to  Air  Fare  Wars 


Front  our  correspondent: 

BORDEAUX,  Nov.  30  -  The  intense  competition  in 
the  airline  industry  has  brought  about  changes  in  the 
service  levels  being  offered  to  passengers.  Some 
European  airline  companies  have  eliminated  "First 
Class"  in  favor  of  the  more  economical  (for  customers) 
"Business  Class." 

There  has  been  a  direct  adverse  impact  on  a  number 
of  premium  quality  chateaux  which  have  suddenly  been 
confronted  with  surplus  stock.  The  rapid  increase  in 
inventories  has  resulted  in  an  aggressive  attempt  by  the 
chateaux  to  find  new  customers. 

Due  to  the  permanent  presence  in  France  of  Wine 


Exchange  staff,  the  company  is  uniquely  positioned  to 
capitalize  on  such  unexpected  market  shifts. 

Samples  have  been  gathered  from  various  chateaux  and 
upon  completion  of  extensive  blind  comparative  tastings, 
the  1992  Chateau  Talbot  (Grand  Cru  St.  Julien)  emerged 
as  the  wine  with  the  most  advantageous  quality /value 
ratio.  An  important  price  reduction  has  been  obtained 
which  is  a  direct  result  of  surplus  inventory 

The  Wine  Exchange  has  secured  the  best  deal,  and 
reserved  an  option  on  the  remaining  inventory.  300 
cases  of  this  legendary  Grand  Cru  have  been  made 
available  as  an  introduction  for  connoisseurs  who  would 
like  to  get  acquainted  with  the  company. 
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Retail  value  $22.50. . .  Now  only  $14.50(bottie) 


Save  25-40%  on  all  your  wine  purchases! 


f 


The  WINE  EXCHANGE  makes  it  easy  and  con- 
venient for  you  to  make  the  nght  wine  selec- 
tions. Our  customers  obtain  professional  and 
objective  information  via  our  consumer  report  Wine 
Direct.  A  wine  consumer  report  written  by  the 
Commissioners  of  The  Wine  Exchange,  includes 
ratings  of  our  blind  comparative  tastings,  cellaring, 
purchasing  advice  and  inside  information. 

And  ...  to  qualify  for  our  wine  offerings,  all  wines 
must  first  pass  our  strict  blind  comparative  tasting 
analysis.  They  must  demonstrate  outstanding  results  and 
obtain  a  minimum  rating  of  16/20  on  our  rating  scale. 
For  15  years,  our  team  of  professional  wine  experts  - 


"Commissioners"  -  have  been  making  wine  selections 
for  restaurants,  syndicates  and  a  large  number  of  private 
wine  collectors  (over  40,000). 

Our  commissioners  in  France  scan  every  corner  of 
the  wine  market  and  are  able  to  take  advantage  of 
special  market  conditions,  such  as  surplus  stocks,  bank- 
ruptcy sales,  floating  wine  lots,  etc. 

We  are  known  for  our  high  quality  standards.  Our 
customers  expect  nothing  less  than  high  quality  and 
value. 

Our  efficient  purchasing  and  distribution  process 
enables  us  to  deliver  wines  conveniently  to  your  home 
or  office  at  savings  of  25-40%. 


With  our  unconditional  quality  guarantee,  you  cannot  lose! 


YES,  please  send  me cases  of  1992  Ch.  Talbot,  Grand  Cru 

Classe  at  only  S174.00/case.  DO  NOT  SEND  MONEY  NOW. 
You  will  be  invoiced  later  by  our  corresponding  retailer.  Shipping 
instruction  documents  will  be  mailed  with  your  confirmation 
invoice  for  your  personal  shipping  instructions.  Deliveries  will  be 
made  within  10  days  upon  receipt  of  payment. 

Name   

Address  

Citv  


State 


Zip_ 


If  you  would  like  to  know  more  about  us,  and 
wish  to  order  this  outstanding  Bordeaux  wine, 
please  return  this  coupon  in  a  dosed  envelope  to: 

MAIL  TO: 

Data  Coordination  Center 

THE  WINE  EXCHANGE 

P.O.  Box  103,  Farmington,  CT  06034 
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FREE  DELIVERY  with  2  case  orders  or  more 


CA/CT/MA/NJ/NY  residents  only  / 1  case  orders,  add  $15  shipping 


1992  Chateau  Talbot, 
St.  Julien 

GRAND  CRU  CLASSE 


exchange    The  direct  link  between  you  and  the  cellars  of  the  best  chateaux. 
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retail  $268) 
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Shut  up— or  else 

THE  WRONGDOING  FORBES  WRITES  ABOUT  is  usually  of  the  white- 
collar  sort:  stock  swindles,  inept  managements,  errors  in  judgment. 
Our  Jim  Norman  found  himself  in  a  darker  and  more  violent 
environment  while  researching  this  issue's  cover  story.  He's  not  the 
paranoid  sort,  but  Jim  admits  to  a  certain  nervousness  when  he  recalls 
the  fate  of  a  couple  of  other  journalists  who  probed  Carlos  Cardoen. 
the  notorious  Chilean  arms  dealer  who  plays  a  prominent  part  in  this 
tale  of  bank  fraud,  oil  trading  and  bombs.  "Jonathan  Moyle,  a  writer 
for  a  British  aerospace  magazine,  was  found  hanged  from  a  shoulder- 
high  clothes  rack  in  his  Santiago  hotel  room  while  gathering 
information  on  Cardoen  in  1990,"  Norman  recalls.  "A  year  later 
another  journalist,  free-lancer  Danny  Casolaro,  who  was  working  on 
a  book  about  arms  trading,  was  found  dead  in  a  motel  room  near 

Washington." 

In  this  light,  Jim  tips  his  hat  to  John 
Pastis,  now  helping  run  a  small  business 
in  Mississippi  but  once  a  drug  informer 
and  oil  trader.  Pastis  was  one  of  his  best 
sources  on  this  story.  "Soon  after  he 
agreed  to  talk  to  me,  Pastis  says  he  got 
an  anonymous  phone  threat  to  shut 
up,"  Norman  says.  "Luckily,  he 
shrugged  it  off." 

"Oilman,  trader,  banker,  spy"  be- 
gins on  page  84. 


James  R.  Norman 


Thin  skins  on  the  Internet 

While  reporting  his  story  on  the  Internet — "Where's  the 
money?" — Associate  Editor  David  Churbuck  trolled  for  disillu- 
sioned users  in  the  alt. internet. services  Usenet  discussion  group.  Big 
mistake.  A  lot  of  the  people  out  there  had  a  vested  interest  because 
they  are  in  the  business  of  selling  connec- 
tions to  the  Net.  These  and  their  allies 
scorched  David  with  a  round  of  E-mail 
flames,  as  did  a  number  of  others  for  whom 
the  Internet  can  do  no  wrong.  (Go  ahead, 
dbuck@world.std.com. )  "Journalists 

shouldn't  criticize  anything  beloved  of 
computer  nerds  unless  they  have  very  thick 
skins,"  he  says. 

They  should  know,  however,  that  Da- 
vid's one  of  them.  He's  been  on-line  since 
1983.  He  first  reported  on  the  commercial- 
ization of  the  Internet  for  FORBES  in  the  July 
8, 1991  issue.  That  story  ended  with:  "The 
potential  value   in   a  universal   computer 

network  is  evident.  What  remains  to  be  seen  is  whether  Internet  card 
get  its  act  together."  Has  it?  In  technology,  yes.  As  a  marketing  tooll 
Turn  to  page  100. 


David  Churbuck 


L^/  Editor 
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'HAPPILY,  WE    OFFER   A   TAKE-HOME    SIZE.] 

Vhether  it's  industrial  size  or  a  more  personal  version,  you  always  get  full  strength  in  a  GMC  Truck, 
ndeed,  you'll  find  the  strength  of  the  big  Topkick  is  embodied  in  the  Sierra.  Its  body  panels  are  made  of 
ouble-galvanized  sheet  metal.  Even  its  frame  has  a  similar  C-channel  design  to  the  one  used  on  our 
ledium  duty  trucks.  Of  course,  there's  more  to  Sierra  than  steely  functionality.  We've  added  standard 
:>ur-wheel  antilock  brakes,  along  with  a  driver's-side  air  bag*on  Sierra  models  below  8600  lbs.  GVWR. 
Lnd  with  Sierra's  independent  front  suspension,  you'll  get  a  smooth,  comfortable  ride  on  most  any  road, 
jst  slide  back  into  the  accommodating  new  interior,  then  pity  the  poor  souls  bouncing  around  in  lesser 
ickups.  All  in  all.  Sierra  is  everything  you'd  expect  from  a  company  with  over  90  years  of  truck  experience. 
jo  if  you're  looking  for  strength,  Sierra  delivers.  Big  time.  For  more  information,  call  1-800-GMC-TRUCK. 


I..      ^-.  fo     &  1994  GM  Corp    All  Rights  Reserved    GM.  GMC.  GMC  Truck.  Sierra.  Topkick,  and  the  GMC  Truck 
~      *&  ThUf.    '°g°  are  registered  trademarks  of  General  Motors  Corporation.  Buckle  up.  America! 
Quaky  v«u»*    'Always  wear  safety  belts,  even  with  air  bags. 
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O  Relax.  If  you're  CareLine,  Inc.,  you  know  where  all  your  ambulances  are.  At  every  moment.  Right  down  to 
he  nearest  intersection.  Thanks  to  a  revolutionary  new  tracking  system  made  possible  by  a  distributed  computing 
olution  using  Microsoft®  products.  ©  CareLine  is  a  top  provider  of  emergency  medical  services  in  the  U.S. 
"hey  needed  an  efficient,  cost-effective  way  to  respond  to  a  growing  number  of  emergency  calls.  The  solution? 
D  A  computer-aided  911  dispatch  system,  built  by  American  TriTech,  a  Microsoft  Solution  Provider.  On  a  foundation 
>f  Microsoft  products,  including  Windows  NT™  Server,  part  of  the  Microsoft  BackOffice  family.  O  The  new  system 
mables  CareLine  dispatchers  to  pinpoint  ambulances  by  satellite.  So  the  right  vehicle  goes  to  the  right  place  in 
he  shortest  amount  of  time.  Lives  are  saved.  Along  with  money.  Q  Walter  Arndt  is  Senior  V.R/C.I.O  at  CareLine: 
We've  shortened  response  times  while  cutting  costs,  and  our  people  are  working  more  efficiently  on  a  system 
hat's  incredibly  easy  to  use.  With  lower  hardware  costs  and  shorter  training  time,  this  system  is  25  percent  less 
■xpensive  to  purchase  and  maintain  than  other  computer-aided  dispatch  systems  on  the  market."  O  To  get  more 
iformation  on  how  Microsoft  can  help  you  gain  business  advantage  using  computers,  call  (800)437-3  1 19,  Dept.  E4H. 


LANCE 

is? 
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Phillips-Van  Heusen's 
big  wrinkle 

FORBES  gave  Lawrence  Phillips, 
great-grandson  of  Phillips-Van  Heu- 
sen  founder  Moses  Phillips,  a  firm 
pat  on  the  back  three  years  ago  (Oct. 
14,  1991)  for  showing  the  vision 
and  risk  tolerance  so  lacking  in  most 
family  dynasties.  At  the  time,  Phil- 
lips, then  64,  was  cranking  up  private- 
label  sales  and  setting  up  an  outlet 
store  chain  to  counter  the  growing 
leverage  of  his  ever-larger  depart- 
ment store  clients. 

That  strategy  hasn't  looked  too 
smart  over  the  past  year  as  consumers, 
tepid  toward  apparel,  have  stayed 
away  from  outlet  malls.  To  make  mat- 
ters worse,  pvh  launched  a  new  line  of 
wrinkle -free  dress  shirts,  and  startup 
costs  hammered  its  bottom  line. 

Result:  Earnings  at  the  $1.2  bil- 
lion (sales)  apparel  and  shoe  maker  will 
fall  an  estimated  31%,  to  about  $30 
million,  or  $1.10  per  share,  in  the  year 
through  January,  pvh's  troubles  trig- 
gered a  60%  drop  last  year  in  its  stock, 
which  recently  traded  at  16%. 

A  rebound  is  unlikely  until  appar- 
el sales  pick  up,  possibly  late  this  year. 
When  they  do,  Phillips'1  willingness 
to  take  it  on  the  chin  in  1994  should 
pay  off.  Under  his  successor,  Chief 
Executive  Bruce  Klatsky,  46,  pvh  has 
expanded  to  over  800  outlet  stores. 
It  also  claims  the  nation's  bestselling 
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labels  for  dress  shirts  (Van  Heusen 
designer  dress  shirts  (Geoffrey  Beei 
and  casual  shoes  (Bass),  pvh  is 
broadening  those  lines  and  bidding 
for  bankrupt  Crystal  Brands'  Izod 
and  Gant  labels.  Says  Klatsky:  "We 
the  low-cost  producer,  we  develop 
and  deliver  product  faster  than  any 
one  and  can  easily  layer  on  an  acqu 
sition  of  some  size." 

Mr.  Smith  goes 
back  to  square  one 

"In  our  industry  you're  either 
growing  or  you're  dying,"  Smith's 
Food  &  Drug  Centers  Executive 
Vice  President  Robert  Bolinder  tol 
Forbes  three  years  ago  (Feb.  17, 
1992).  We  praised  press-shy  Chair- 
man Jeffrey  Smith  and  his  young 
management  team  at  the  time  for 
their  can-do  spirit  and  aggressive 
push  into  California. 

Smith's  has  looked  pretty  sickly 
ever  since.  The  $2.8  billion  (sales)  S 
Lake  City-based  company's  net  in- 
come fell  1 5%  last  year,  to  $45  mil- 
lion, and  another  4%  through  Sep- 
tember. Its  stock,  37  at  the  time  of  o 
story,  recently  traded  at  24%. 

What  went  wrong?  Smith's  has 
had  a  tough  time  breaking  even  at : 
cavernous  75,000-square-foot  Cal- 
ifornia stores  amid  recession.  Else- 
where in  the  Southwest,  it's  been 
squeezed  by  price  wars. 

But  management  hasn't  wilted. 
It's  improving  productivity  in  soutl 
era  California  and  consolidating  di  i 
visions.  It  is  also  downsizing  new 
stores,  which  will  still  carry  over 
50,000  items.  This  should  help  ear.- 
ings  rise  20%  this  year,  to  around  $.■> 
per  share,  says  Piper  Jaffray  analyst 
Brooks  O'Neil.  -Marc  Ballc 

When  bad  news 
is  good  business 

Bad  news  is  good  business  for  Bill 
O'Gara,  and  business  is  booming. 
O'Gara,  37,  heads  O'Gara-Hess  & 
Eisenhardt,  a  Fairfield,  Ohio  firm  h 
set  up  with  brother  Thomas,  44,  to 
armor-plate  cars.  Since  we  profiled 
the  firm  (Feb.  15,  1993),  sales  and 
pretax  profits  have  roughly  doublec 
to  around  $40  million  and  $2.5  mil 
lion,  respectively. 
Where's  the  new  demand  coming 
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A  MISSISSIPPI  TRAFFIC  JAM 


"One  of  the  things  that  bothered  me  where  I  used 
to  live  was  the  congestion.  There  were  a  lot  of 
people  living  and  working  in  a  small  area,  so  roads 
were  crowded,  there  were  many  accidents,  and 
getting  to  work  was  very  frustrating.  Fortunately, 
I  relocated  to  Mississippi.  Now  I  live  twelve 
minutes  from  my  office,  and  I  consider  a  traffic 
jam  being  fourth  in  line  at  a  red  light.  It's  a  nice 
change.  There's  a  lot  to  be  said  about  quality  of  life. 
You  can  find  that  quality  here." 

George  Matthews,  COO 

Mississippi  River  Corporation 

Natchez,  Mississippi 


IS  BEING  FOURTH  IN  LINE  ATA  RED  LIGHT 


LESS  TRAFFIC  JAMS 
LESS  TRAFFIC  WHAMS 
LESS  TRAFFIC  DAMNS 


(800)340-3323 

BUSINESS      HOTLINE 


MOVE  IT  TO 
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If  your  year  begins  with  question  mark! 


it  does  not  have  to  end  that  way. 

-Greg  Smith,  Chief  Investment  Strategist,  Prudential  Securities 


-. 
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Greg  Smith  is  more  than  our  Chief  Investment  Strategist. 
His  influence  is  deeply  felt  in  the  investment  community. 
An  Institutional  Investor  magazine  poll  has  ranked  him  the 
number  one  market  strategist  since  1991 .  He  has  also 
ranked  among  the  top  three  strategists  since  1 983.  Greg 
believes  there  are  still  more  than  enough  investment 
opportunities  today.  They're  simply  in  different  places.  As 
the  new  year  approaches,  we're  giving  you  his  thinking 
about  where  to  invest.  And  why. 


"I  expect  the  equity  market  to  get  off  to  a  rocky  start  in 
1995."  While  the  Federal  Reserve  is  trying  to  hold  down 
inflation  by  raising  interest  rates,  the  government's  cur- 
Y5     rent  position  is  that  higher  rates  come  at  the  price  of  new 
jobs.  This  conflict  between  the  Fed  and  Washington  will 
continue  to  create  significant  uncertainty  in  the  stock  and 
bond  markets  in  the  coming  4-6  months. 


"The  outlook  in  the  international  market  is  generally  more 
optimistic."  Democratic  government  and  free  enterprise 
are  becoming  the  norm  throughout  the  world.  Despite 
the  drama  unfolding  in  Mexico,  we  are  still  seeing  a  long- 
term  strengthening  of  economies  in  virtually  all  of  Latin 
America  and  along  the  Pacific  Rim.  With  it,  comes 
demand  for  roads,  communication  systems,  power 
generation  and  rapidly  expanding  industrial  capacity. 

"You  have  a  way  to  tap  into  these  opportunities."  Based 
on  Greg's  thinking,  we've  developed  an  investment  strat- 
egy called  Crossroads  to  help  you  focus  on  this  growth 
potential.  Right  now,  we  are  advising  people  to  seek  out 


investments  in  market  sectors  that  are  benefiting  from 
this  world-wide  growth.  Specifically,  Greg  believes  there 
are  opportunities  in  basic  industrials,  capital  equipment, 
energy  and  technology. 

"We  now  know  what  to  invest  in.  Crossroads  tells  you 
where."  The  United  States  economy  is  clearly  in  a  growth 
phase.  However,  other  parts  of  the  world  are  moving 
faster.  And  with  their  accelerated  growth,  comes  the 
opportunity  for  investors  to  achieve  more  significant 
returns  over  the  long  term. 

For  people  who  want  to  tap  into  the  potential  of  this 
faster  growth,  but  in  a  domestic  investment,  Greg  Smith 
advises  us  to  consider  the  lean,  competitive  multinational 
American  companies  that  are  helping  to  build  these  dynam- 
ic economies.  Since  these  companies  usually  do  business 
in  many  markets,  with  multiple  products  and  services,  they 
provide  some  of  the  advantages  of  diversification. 

"Our  analysts  have  identified  many  companies  that  meet 
our  criteria."  The  kind  of  companies  we  suggest  have 
already  passed  through  the  crucible  of  retrenchment. 
They're  now  more  competitive  on  price,  quality  and  ser- 
vice than  in  recent  decades.  For  example,  some  of  the 
companies  currently  among  our  Crossroads  stock  rec- 
ommendations which  may  be  suitable  for  you  are:  Caterpillar 
(CAT)  55  5/8;  Cypress  Semiconductor  (CY)  21  3/4*;  Kerr- 
McGee  (KMG)  45  7/8;  Boeing  Co.  (BA)  46  3/4;  Asarco  Inc. 
(AR)  28  1/2.  We  believe  they  are  worth  considering. 

Further  information  is  available  about  these  stocks 
and  other  opportunities.  Please  call:  1-800-654-5454. 


Prudential  Securities  \m» 


.-3d  as  of  1/5/95  and  subject  to  change.  Prudential  Securities  (or  one  of  its  affiliates  or  their  officers,  directors,  analysts  or  employees)  may  have  positions  in 
unties  referred  to  herein,  and  may,  as  principal  or  agent,  buy  or  sell  such  securities.  'Prudential  Securities  and/or  its  affiliates  have  managed  or  co-managed  a  public 
iring  of  securities  and/or  have  performed  investment  banking  or  other  services  for  this  company.  ©  1 2/94  Prudential  Securities  Incorporated  Member  SIPC. 


A      M     7/W  fc<  money.  Invest  it  widely.  Manage  it  effectively. 

^  /'/>iv;  enli.it  the  ,ierviced  o)  a  hotel  with  a 

budinedd  plan  to  complement  your  own.  We  have  programs  that 
have  been  .tpecifically  designed  for  your  organization  that  entitle 
your  traveller.!  to  pre- 
ferred corporate  rate.'. 
There '.i  our  priority 
wait  Hit.'  and  preferred 
availability.  And  time- 


daver.i  like  efficient  check-in  and  check-out.  In  fact,  your  people 
can  V  help  but  be  productive  with  the  aid  of  our  highly  trained 
dtafj  and  hudinedd  center  derviced.  Pleade  call  Mark  Ferland, 
Corporate  Director  of  Budinedd  Travel,  at  404-237-5500,  your 

travel  profeddional  or 
800-241-3333.  And 
dtay  on  top  of  your 
budinedd  ad  well  ad 
within  your  budget. 


The  Ritz -Carlton* 

Hotels 

Atlanta  •  Barcelona  •  Boston  •  Buckhead  •  Cleveland  •  Dearborn  •  Double  Bay  •  Hong  Kong  •  Houston  ■  Huntington  Hotel  •  Kansas  City  •  Marina  del  Re    j;p; 
New  York  •  Pentagon   City  •  Philadelphia  •  Phoenix  •  San  Francisco  •  Se  oul  •  St.  Louis  •  Sydney  •  Tysons   Corner  •  Was  hington,   DC.  •  J  9  9  5  :    Srngapor 


rmonng  a  car  at  O'Gara-Hess  &  Eisenhardt 
errorism  in  U.S.,  abroad,  doubled  sales. 


•omr  CTGara's  is  a  rare  outfit  with 
rowing  defense  contracts.  Humvees 
nd  other  military  vehicles  with  its  ar- 
ior  have  rumbled  into  Haiti,  Soma- 
a  and  other  flash  points.  Two  other 
ot  markets:  Mexico,  where  O'Gara 
lys,  "It's  easier  to  kidnap  wealthy  peo- 
le  than  knock  over  banks";  and  doc- 
xs  at  U.S.  abortion  clinics,  who  could 
zcount  for  as  much  as  a  third  of 
omestic  sales  this  year. 

thino  charges  on 

nixo  Records  had  milked  the 
larket  for  repackaged  Sixties  rock  'n' 
)11  pretty  dry  when  FORBES  first 
rote  about  the  highly  successful 
iche  firm  six  years  ago  (May  1, 
989).  Our  concern:  that  founders 
ichard  Foos  and  Harold  Bronson 
ere  on  the  verge  of  letting  ambition 
id  love  of  music  lure  them  into 
sky  new  markets. 
They  did  just  that,  but  Rhino  has 
3ndnued  to  prosper.  Sales  have  since 
pled  to  about  S65  million,  and 
le  private,  Los  Angeles-based  corn- 
any  has  remained  profitable 
iroughout  its  17-year  history. 
Where  has  the  growth  come 
om?  Some  of  it  from  nostalgia  music 
fferings  of  other  decades  dating 
ack  to  the  Twenties.  In  1991  Rhino 
unched  its  successful  children's  di- 
sion,  Kid  Rhino.  Two  years  later,  it 
troduced  its  Forward  label  with 
Dp  acts  like  Todd  Rundgren  and 
RBQ.  Then  there's  video.  Its  300 
des  range  from  music  to  horror  to 
esterns. 

Rhino's  secret?  "We're  just  typi- 
1  baby  boomers,"  says  Foos.  "We 
it  out  the  kind  of  records  that  we 
ould  want  to  own." 

-Maria  Matzer 
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Save  for  retirement  with  U.S.  Savings  Bonds. 
They'll  mature  before  you  do. 


U.S.  Savings  Bonds  are  the  safe,  easy  and  affordable  way  to  save  for 
retirement.  Ask  your  banker  or  your  employer  about  including  U.S.  Savings 
Bonds  in  your  retirement  savings  program. 

And  who  knows?  Your  bonds  just 
might  mature  before  you  do. 
Write  U.S.  Savings  Bonds,  Washington, 
DC  20226. 

For  a  recorded  message  of  current 
rate  information,  call  I-800-4US  BOND 
1-800-487-2663 
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Warren  Buffett... 

The  Most  Remarkable 
Business  Story  Ever  Told 


Of  Permanent  Value  provides  an  in- 
depth,  intrigu- 
ing and  some- 
times humorous 
portrait  of 
Warren  Buffett. 
The  book  also 
takes  a  look  at 
his  invest- 
ments. More 
than  a  rags-to- 
riches  story,  it  may  be  the  most 
remarkable  business  story  ever  told. 

"Intriguing  tale  of  America's  foremost 
manager/investor!" 

—  Malcolm  S.  Forbes,  Jr., 
CEO  of  Forbes  magazine 
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Warren 
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Of  Permanent  Value: 
The  Story  of  Warren  Buffett 

Available  at  your  favorite  bookstore 
Price  $27.50  •  6  x  9  •  650  pages,  65  photos 

SOUTHERN  PUBLISHERS  GROUP 

To  order,  call  1-800-628-0903  Visa/MC  accepted 
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Jamail  wins  again 

it~ I        M  "  «  fl 


Texas  lawyer  Joe  Jamai 
Pelf  from  Elf. 


Joseph  Jamail  in  1985  talked  a 
Houston  jury  into  assessing  $11  bil- 
lion in  damages  against  Texaco  on 
behalf  of  his  client,  Pennzoil.  Jamail, 
whose  fee  was  estimated  at  $345 
million,  has  now  stung  another  big  oil 
company,  France's  Elf  Aquitaine. 
He  sued  on  behalf  of  parents  of  13 
babies  born  with  deformities,  some- 
times fatal,  allegedly  caused  by  arsenic 
released  into  the  air,  soil  and 
groundwater  by  a  Bryan,  Tex.  chemi- 
cal plant  now  owned  by  Elf. 

According  to  Elf's  lead  defense 
attorney,  Knox  Nunnally,  no  local, 
state  or  federal  agency  or  court  has 
ever  determined  that  waste  from  the 
plant  harmed  anyone.  But  Elf,  per- 
haps remembering  that  Texaco  de- 
clared bankruptcy  after  losing  to  Ja- 
mail, caved  in.  The  court  has  sealed 
the  settlement,  but  the  buzz  in 
Houston  (denied  by  Elf)  is  that  it  was 
for  $125  million,  or  roughly  $10 
million  per  baby.  Jamail's  cut:  close  to 
$30  million.  "I'm  not  saying  busi- 
ness shouldn't  make  a  profit,"  says 
Jamail,  "but  goddammit,  they  can 
do  it  safely."  -Toni  Mack 

Flying  high 

Robert  Lutz,  president  of  Chrys- 
ler, paid  $200,000  for  a  new  toy — a 
Czech  air  force  trainer  jet.  A  bar- 
gain, says  Lutz;  a  U.S.  trainer  jet,  if 
you  could  find  one,  would  cost  over 
$1  million.  Plus,  the  Czech  plane, 
now  being  fitted  with  new  avionics, 
consumes  a  lot  less  fuel. 


20 


What  will  the  62 -year-old  chief 
operating  officer  do  with  it?  Fly  it. 
Lutz  is  an  ex-Marine  Corps  fighter 
pilot  who  sometimes  flies  his  own  he- 
licopter to  work.  For  "familiariza- 
tion" training  on  the  Czech  craft,  he's 
turned  to  an  ex-Soviet  air  force  ma- 
jor employed  by  a  small  aircraft  dealer 
in  Gadsden,  Ala.  -Jerry  Flint 

From  Kerkorian 
toKalitta 

In  September  billionaire  Kirk  Ker- 
korian put  mgm  Grand  Air  back  into 
the  commercial  passenger  business, 
hoping  for  high  rollers.  He  spent  mil- 
lions upgrading  the  six  planes  and 
promoting  luxury  Golden  Triangle 
service  from  New  York  to  Las  Vegas 
and  Los  Angeles.  Round -trip  New 
York-Los  Angeles  tickets:  $2,800. 

Now  he's  thrown  in  the  towel 
after  mgm  Grand  Air  racked  up  about 
$6  million  in  1994  operating  losses. 
He  sold  the  airline  for  an  estimated 
$15  million  to  Conrad  Kalitta,  56, 
who  owns  American  International 
Airways,  a  100-plane  cargo  and  pas- 
senger charter  firm  based  in  Ypsilanti, 
Mich.  Kalitta  will  use  the  airline's  3 
DC-8s  for  passenger  charters  and  sell 
the  727s.  -Frank  Wolfe 

Fallen  star 

Many  A  money  star  tumbled  in 
1994,  but  few  fell  as  hard  as  Leon 
Cooperman,  whose  Omega  Advi- 
sors started  1994  with  over  $3  billion 
under  management  and  ended  with 
about  $1 .8  billion.  Like  many,  the  ex- 
head  of  Goldman,  Sachs  Asset  Man- 
agement lost  big  early  on  in  European 
and  Japanese  bonds,  but  he  com- 


pounded these  losses  with,  among 
other  things,  a  long  position  in  Mex 
ican  stocks  when  the  peso  collapsed. 

Omega  funds  ended  last  year 
down  24%.  Say  this  for  Cooperman: 
He's  feeling  his  clients'  pain.  He's 
reported  to  have  spent  many  recent 
nights  working  late  and  sleeping  in  ; 
study  in  his  office.  He'll  have  a  limite 
share  of  the  profits  until  he  makes 
clients  whole  on  their  1994  losses. 
Word  is  most  of  his  U.S.  clients  are 
sticking  with  him,  but  a  large  amour 
of  his  foreign  money  has  bolted. 
-Dyan  Machan  and  Riva  Atla 

Eclipsed? 

Hollywood  restaurateur  Peter 
Morton  is  getting  a  lesson  in  the  firs 
three  laws  of  real  estate:  location, 
location,  location.  Last  year  Morton 
moved  his  celebrity  hangout,  Mor- 
ton's, catty-corner  from  where  it  hac 
been  situated  for  the  past  15  years. 

Bernard  Erpicum,  former  maitre 
d'  at  West  Hollywood's  Spago,  took 
Morton's  spot  on  Melrose  and 
Robertson  and  opened  Eclipse.  Erpii 
cum's  partners  include  actor  Steven 
Seagal  and  Simpson  attorney  Robert' 
Shapiro.  "I  believe  this  is  the  magi- 
cal corner,"  he  brags.  "Some  nights 
we  have  25  Rolls-Royces  in  front." 

Local  restaurant  reviewers  have 
been  underwhelmed  by  Eclipse's 
oven-roasted  seafood.  Erpicum's 
fawning  over  celebrities  can  be  annoy  i 
ing.  Nevertheless,  some  gossip  col- 
umnists say  it's  become  the  in  spot  fo 
Hollywood  types  who  believe  that 
where  you  eat  defines  who  you  are. 

How's  Morton's  doing  at  the 
new  location?  Peter  Morton  wouldn' 
return  our  calls.       -Damon  Darli> 


West  Hollywood 
eatery  Eclipse 
Where  fawning 
counts  more  than 
the  food. 
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Templeton  Worldwide 


Investment  opportunities  are  not  limited 
by  borders  or  time  zones. 
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World  changes  often  bring  new  investment 
opportunities.  Templeton  Worldwide  seeks  to 
make  the  most  of  these  changes  with  a  diverse 
group  of  international  equity  mutual  funds. 

Today  the  U.S.  represents  only  34%  of  the 
world's  total  stock  market  capitalization.'''  And, 
when  you  consider  that  the  U.S.  stock  market 
ranked  only  13th  among  the  world's  top  18 
equity  markets  over  the  past  ten  years,  it's  clear 


th 


ere  are  opportunities  overseas 


++ 


One  thing  is  certain,  Templeton  international 
equity  funds  provide  professional  management 
and  a  clear  goal  of  long-term  performance. 

To  learn  more  about  a  specific  Templeton 
fund,  call  your  investment  representative  or 
Templeton  today. 


Foreign  investing  involves  special  risks  including  currency  fluctuations  and 

political  uncertainty. 

f Source:  Morgan  Stanley  Capital  International  and  International  Finance  Corp.,  1994. 

ff Source:  Morgan  Stanley  Capital  International.  Rankings  are  based  on  total  return  for  the 

1 0-year  period  ended  12/31/93,  assume  reinvestment  of  dividends,  and  are  based  on  return 

in  US  dollars.  ' 

Principal  Underwriter:  Franklin  Templeton  Distributors,  Inc. 


Call  1-800- 
342-FUND 
Ex  t . T2 6 5 


Templeton  Worldwide 

700  Central  Avenue 
St.  Petersburg,  FL  33701-3628 

pfej  /I  would  like  a  free  prospectus 
containing  more  complete  information, 
including  sales  charges  and  expenses,  on 
the  fund(s)  checked  below.  I  will  read 
the  prospectuses)  carefully  before  I  invest  or 
send  money. 

Templeton  Foreign  Fund 

Templeton  Growth  Fund 

Templeton  Smaller  Companies  Growth  Fund 

D  I  am  currently  a  Templeton  shareholder. 

Name 

Address 

City/State/Zip 

Daytime  Phone 

FOB95 
T265 

Tfempleton 

■■■  WORLDWIDE 


A  Member  of  the  $111  Billion  Franklin  Templeton  Group 
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Sacred  cow 

Sir:  Dr.  Thomas  Sowell  has  sharply 
described  the  warts  on  the  face  of 
academia,  but  he  is  wrong  to  attribute 
their  growth  to  tenure  ("Tenure  ver- 
sus teaching,"  Nov.  21,  1994).  The 
abolition  of  tenure  will  simply  mean 
that  there  will  be  more  untenured 
good  teachers  not  being  renewed. 

For  the  past  three  decades  the 
Western  World  has  been  democratiz- 
ing its  universities.  Academia  is  no 
longer  run  by  proven  academics  who 
have  earned  the  right  to  dictate  policy 
through  a  lifetime  of  related  activities. 
Administrators,  skilled  in  committee 
work  and  public  relations,  are  aided 
by  democratically  elected  popularists. 

As  Roy  Campbell  stated  in  a  differ- 
ent context:  They  use  the  snaffle  and 
the    bit   all    right,   but   where's   the 
bloody  horse? 
-E.  Michael  Coles 
Associate  Professor 
Simon  Fraser  University 
Bumabv,  British  Columbia 

Not  her  fault 

Sir:  Ambassador  Pamela  Harriman  is 
not  and  never  was  a  trustee  of  the  inter 
vivos  trusts  created  by  [W.  Averell] 
Harriman  for  his  children  and  grand- 
children ("Amiable  dunces,'"  Jan.  2). 
She  did  not  pick  the  adviser,  William 
Rich  III.  He  was  picked  by  Governor 
Harriman.     Ambassador     Harriman 
was  as  much  a  victim  of  these  invest- 
ments as  the  governor's  children  and 
grandchildren. 
-Lloyd  N.  Cutler 
Wilmer,  Cutler  &  Pickering 
Washington,  D.C. 

Pamela  Harriman,  Lloyd  Cutler's  cli- 
ent, was,  however,  executrix  of  the  es- 
tate and  a  general  partner  in  the 
entities  that  invested  in  the  resort  hotel 
associated  with  Robert  Brennan.-ED. 

Corporate  socialists 

Sir:  I  hate  to  intrude  on  Peter  Hu- 
ber's  laissez-faire  hallucinations 
about  the  energy  marketplace,  but  he 
either  doesn't  know  or  chose  not  to 
mention  how  long  and  how  hard  the 
fossil  fuel  and  nuclear  power  indus- 
tries have  been  sucking  on  the  federal 
teat  ("Windmills  in  the  closet,"  Sept. 
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26,  1994).  Research  subsidies,  defense 
subsidies,  insurance  subsidies,  fuel  en- 
richment subsidies;  these  industries 
aren't  "disciplined  by  market  compe- 
tition," they're  corporate  socialists 
who  have  been  playing  the  American 
taxpayer  for  a  patsy  for  decades. 
-Jim  DiPeso 
Kent,  Wash. 

The  long  and  short  of  it 

Sir:  Re  Fact  &  Comment  (Jan.  2). 
Your  comments  about  the  shortening 
of  the  financing  term  of  the  national 
debt  are  misguided  at  best.  No  one 
will  know  the  results  of  the  current 
Treasury  Department  policy  for  years. 
You  should  be  congratulating 
President  Clinton  on  his  financial 
management. 
-Aaron  A.  Burchuk 
Jenhintown,  Pa. 


Toy  ripoff 


Sir:  Toys  need  not  be  old  to  appreciate 
substantiallv  in  value  ("O.J.  Simpson 
dolls  are  hot,"  Oct.  10,  1994).  Kenner 
Starting  Lineup  hockey  figures  were 
introduced  in  late  1993  and  distribut- 
ed through  mass  retailers  like  Target, 
Kmart  and  Toys  "R"  Us.  When  I  tried 
to  buy  them  last  fall  for  my  son,  9, 
clerks  were  rude  and  deceitful.  Some 
confided  these  toys  never  reach  the 
shelves  as  managers  and  clerks  gobble 
them  up  for  resale.  Most  are  "redis- 
tributed"  through    ruthless   propri- 


G.l.  Joe  collectibles 

Something  about  a  man  in  uniform. 


etors  of  sports  card  stores.  One  figuri 
from  the  original  set  is  now  selling  fcj 
$  1 50 — 20  times  its  original  price.  Bui 
perhaps  the  lesson  learned  by  my  so  \ 
and  me  is  infinitely  more  valuable  thai 
a  $7  piece  of  plastic. 
-Harold  G.  Augustine 
Grosse  Pointe,  Mich. 

Put  it  in  perspective 

Sir:  Re  "I'm  friendly  with  all"  (DeA 
5,  1994).  The  remark  about  the  del 
struction  of  the  Arab  village  of  Dei  I 
Yassin  in  a  single  act  overlooks  thai 
this  was  an  isolated  incident  and  in  n<| 
way  compared  to  the  atrocities  in  tbl 
hundreds  committed  by  Palestinian 
Arabs  during  the  period  from  th{ 
beginning  of  the  British  mandate  t<| 
the  assault  by  six  invading  Arab  arl 
mies  on  the  newly  declared  state  ol 
Israel.  Militarily  Deir  Yassin  proved] 
to  be  one  of  the  few  weak  links  in  th< 
Arab  encirclement  of  Jewish  Jerusal 
lem  during  the  1948  war,  allowing 
the  resupply  of  the  starving  Jewisll 
population. 
-Nelson  Marans 
Silver  Spring,  Md. 


Full  disclosure 

Sir:  Those  of  us  who  have  been  diag: 
nosed  with  prostate  cancer  and  trav 
eled  the  harrowing  road  to  recover 
are  acutely  aware  of  the  need  to  be 
come  fully  informed  about  alternative 
therapies  such  as  interstitial  seed  im 
plantation,  combination  hormona 
therapy  and  cryosurgery  ( "Making  up 
your  own  mind,"  Nov.  21,  1994). 

Understandably,  doctors  usualh 
recommend  their  own  specialty's  pre 
ferred  treatment:  Surgeons  recom 
mend  surgery,  and  radiotherapist! 
recommend  radiation.  The  issue 
however,  is  not  the  recommendatior 
of  a  particular  treatment  but  full  dis- 
closure of,the  options  and  risks  to  the 
patient.  As  women  should  have  the 
right  to  choose  between  radical  mas- 
tectomy and  lumpectomy,  so  shoulc 
men  have  the  right  to  choose  betweer 
radical  prostatectomy  and  one  of  the 
alternative  therapies  now  available. 

Unfortunately,  there  appears  to  bel 
no  enforceable  legislative  solution  tc| 
this  medical  dilemma. 
-Donald  F.  Kaltenbach 
New  Port  Richey,  Fla. 

Forbes  ■  January  30,  1995 


l\l 


(Finally,  a  concept  car  with  integrity. 

1  he  Concept.  Structural  integrity.  Make  a  car's  body  unit 

stronger... resistant  to  flex  and  noise... and  you  build  a  better  automobile. 

II  he  Uar.  To  make  it  happen,  the  all-new  1995  Riviera  was 
Bgiven  an  all-new  body  structure.  A  body  unit  so  rigid  that  it  achieves 
Ei  new  world  standard  for  structural  integrity  —  unsurpassed  by  any 
|j)ther  luxury  coupe.  A  body  unit  so  strong  that  it  acts  as  a  security 

8|:age  around  its  occupants.  What  a  concept. 
To  learn  more,  call  1-800-4-RIVIERA. 


jj^jl    D1994  GM  Corp.  All  rights  reserved. 

I     I   Riviera  is  a  registered  trademark  of  GM  Corp. 

'ickle  up.  America! 


jviera  by  Buick 


iron 


You  wouldn't  think  being  airborne  would  be  a  celebratory 
xXd^G  ^ind  °^  thi11^  f°r  ^ay-  Not  arter  spending  a  few  tough  seconds 

descending  through  the  air  between  his  roof  and  the  ground. 


is  Ray  Harrison, 


It  hurt  plenty,  not  to  mention  scaring  the  daylights  out  of 
his  wife,  Nada.  And  of  course,  it  was  expensive  putting 
Ray  back  together  again. 


celebrating. 


But  he's  left  it  way  behind.  All  of  it,  bills  included.  Nada  has 
AFLAC  coverage  through  her  job.  It  kicked  in  on  unexpected 
expenses  (like  hauling  Ray  over  the  peninsula  by  helicopter). 
In  plain  language,  AFLAC  helped  stop  the  money  from  flowing 
out  of  their  pockets  through  holes  in  their  health  coverage. 
In  the  end,  Ray  has  made  a  painless  landing. 


Here,  you  see  Ray  as  he  is  today.  Healthy,  happy,  and  over  it.  Hallelujah! 


AFLAC  is  #1  in  payroll  marketing,  with  nearly  100,000  payroll 
accounts  in  the  U.S.  For  information  on  this  simple,  cost-effective 
way  to  strengthen  your  employee  health  plan,  please  call  toll-free: 
1-800-99-AFLAC  (1-800-992-3522). 
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Insuring  Over  38 Million 
People  Worldwide 


"With  all  thy  getting  get  understanding" 

Fact  and  Comment 


By  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


ORIGINS  OF  MEXICO'S  MADNESS 


Mexico  is  a  tragic,  textbook  case  of  what  ails  much  of 
nodern  economic  theory.  The  country's  crisis  is  an  ongo- 
ng  testament  to  the  peculiar  power  of  certain  idiotic  ideas 
hat  triumph  again  and  again  over  actual  experience. 
■  Devaluation.  The  IMF  and  most  economists  still  be- 
ieve  that  cheapening  a  country's  money  is  sound  policy 
because  it  makes  imports  more  expensive,  thus  inducing 
he  locals  to  keep  their  money  home,  and  makes  exports 
:heaper,  thereby  stimulating  export-led  growth.  That's 
he  theory.  Debasers  routinely  play  down  or  ignore  the 
idverse  inflationary  and  higher  interest  rate 
mpact.  The  blunt  truth  is:  Countries  bur- 
lened  bv  funny  money  grow  more  slowly 
han  those  that  are  not.  Sound  money 
lelps  countries  expand.  Look  at  Japan  and 
jermany.  Honest  devaluationists  know 
ull  well  that  their  policy  is  a  backdoor  way 
»f  reducing  people's  wages.  Their  zero- 
urn  mentality  equates  rising  incomes  with 
ssening  international  competitiveness. 
They  don't  realize  that,  as  a  country  devel- 
ps,  it  becomes  more  proficient  in  indus- 
ries  and  services  that  require  more  and 
nore  skilled  workers  who  are  motivated  by 
he  prospect  of  a  better  standard  of  living. 
Trade  imbalance.  There  is  no  connection  between  a 
rade  surplus  or  deficit  and  a  country's  economic  health 
nd  wealth.  Mexico's  merchandise  deficit  is  the  natural 
ssult  of  a  rapidly  developing  nation.  The  U.S.  routinely 
ad  trade  deficits  for  its  first  100  years.  Japan  had  shortfalls 
om  the  end  of  World  War  II  to  the  early  1960s — and  was 
rowing  at  10%  a  year.  South  Korea  had  a  similar  experi- 
nce  in  the  1960s  and  1970s,  as  did  Thailand,  Malaysia 
nd  other  states  in  more  recent  times.  Capital  inflows  are 


Stanley  Fischer,  IMF's  act- 
ing managing  director:  Still 
dispensing  toxic  advice. 


even  more  important  for  an  expanding  economy  than 
trade  numbers,  which  are  not  very  enlightening.  For 
example,  a  U.S. -owned  facility  in  Malaysia  sells  a  widget  to 
Japan,  yet  that  sale  does  not  show  up  in  our  trade  data. 

■  Export-led  prosperity.  This  theory  holds  that  the  best 
path  to  development  is  through  concentrating  on  promot- 
ing exports.  In  an  increasingly  global  economy,  countries 
will  obviously  trade  more  and  more  with  one  another.  But 
many  states  have  gone  to  the  extreme  of  retarding  internal 
development  and  lavishing  easy  credit,  tax  incentives  and 

other  subsidies  on  businesses  that  sell  over- 
seas. The  idea  that  capital  and  wealth  should 
also  be  generated  internally  is  alien  to  these 
manic  export  advocates.  In  an  open  market, 
a  sale  of  a  product  or  service  to  a  fellow 
citizen  is  just  as  valid  and  valuable  as  a  sale  to 
a  foreigner.  Mexico's  large  population 
could  easily  create  numerous,  profitable 
markets  for  domestic  entrepreneurs.  Any 
gains  on  exports  will  be  no  match  for 
growth  lost  by  Mexico's  suppression  of 
internal  economic  activity.  Living  standards 
will  be  ratcheted  down  even  more. 
■  Price  controls.  The  IMF  and  other  ex- 
perts endorse  Mexico's  variant  of  an  ap- 
proach that  has  never  worked  in  recorded  history.  Mexi- 
co's wage  and  profit  "restraints"  will  mean  shortages,  less 
(and  more  expensive)  capital,  more  bankruptcies  and, 
eventually,  more  political  unrest. 

■  Taxes.  Mexico  will  be  raising  them  in  the  name  of 
balancing  its  budget,  not  recognizing  that  such  levies 
inhibit  economic  growth.  Again,  experience  is  ignored. 
The  U.S.' recoveiy  from  the  1990-91  recession  is  its  slowest 
since  WWII  because  of  the  Bush  and  Clinton  tax  increases. 


IN  CONTRAST,  LOOK  AT  MALAYSIA 


Ialaysia  HAS  one  of  the  fastest- growing  economies  in  the 
'orld,  thanks  to  free-market  policies.  The  country  has 
xpanded  8%  annually  for  the  past  eight  years.  It  is  be- 
oming  a  believer  in  the  efficacy  of  the  Laffer  Curve,  which 
ostulates  that  lower  tax  rates  can  increase  tax  receipts. 
Ialaysia  is  cutting  individual  and  corporate  taxes  as  well  as 
Dolishing  or  reducing  tariffs  on  over  2,000  import  items. 
Conventional  wisdom  held  that  these  reductions  would 
3st  the  government  money.  Now   the  government  is 
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concluding  that  revenues  will  be  going  up  instead  of  down. 
Contrary  to  Democratic  myth,  the  Reagan  income  tax 
cuts  had  a  similar  impact  here.  Average  rates  were  cut  by  a 
third.  The  top  rate  was  knocked  down  from  70%  to  28%. 
This  stimulated  our  longest  peacetime  expansion.  Federal 
income  tax  collections  went  from  $298  billion  in  1982  to 
S467  billion  in  1990.  The  proportion  received  from  the 
top  income  earners  leapt  from  19%  to  26%.  The  budget 
deficits  resulted  from  our  military  buildup — which  won  us 
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the  40-year  Cold  War — and  from  a  Congress  that  refused 
to  entertain  serious  ideas  of  curbing  domestic  spending. 
With  a  new  Congress  and  a  new  mood  among  voters, 


tax  reductions  will  combine  with  serious  spending  r< 
straints  to  beget  a  smaller,  richer  government  and,  moi 
important,  a  truly  vibrant  economy. 


MORALLY  RIGHT  "NO" 


President  Clinton  has  wisely  ruled  out  a  proposal  for 
using  federal  money  to  conceive  human  embryos  in 
laboratories  for  the  specific  purpose  of  subjecting  them  to 
medical  experiments.  A  panel  advising  the  National  Insti- 
tutes of  Health  had  made  the  recommendation.  The 
President  rightly  observed,  "The  subject  raises  profound 


ethical  and  moral  questions  as  well  as  issues  concernin 
the  appropriate  allocation  of  federal  funds." 

While  the  purposes  of  such  research  are  noble — gair 
ing  knowledge  about  infertility,  birth  defects  and  otht 
disorders — the  means — creating  human  life  with  the  e> 
press  intent  to  destroy  it — are  morally  repulsive. 


CHALLENGING  PARTY  LINES 


In  1983  two.  Australian  doctors,  Barn,'  Marshall  and  J. 
Robin  Warren,  suggested  that  most  ulcers  are  caused  by  a 
certain  stomach  bacterium  rather  than  by  stress  or  spicy 
foods.  For  years  their  findings  were  treated  by  the  world's 
medical  establishments  with  contumely  and  scorn.  Now, 
lo  and  behold,  other  researchers  have  confirmed  that  the 
Aussies  were  right  on. 

This  amazing  story  underscores  a  highly  relevant  les- 
son: Major  discoveries  and  technological  advances  often 
come  from  outsiders,  from  pioneers  not  part  of  the 
"mainstream,'''  rather  than  from  established  entities  or 


"eminent"  experts.  Examples  are  numerous — mainfram 
computer  manufacturers  didn't  develop  the  person; 
computer,  traditional  filmmakers  didn't  invent  videotapt 
and  railroad  companies  didn't  create  the  automobile. 

This  is  why  for  medicine  it's  so  important  that  the  feden 
government  not  dominate  the  dispensation  of  researc 
money  and  why  for  business  it's  crucial  that  we  cut  o 
eliminate  the  capital  gains  tax  to  better  enable  inventors  an 
entrepreneurs  to  create  new  products  and  services  tha 
challenge  existing,  established  ones.  Progress  is  dependen 
on  a  multiplicity  of  individual  and  institutional  efforts. 


GREEN  MODEL 


Many  major  environmental  organizations,  such  as 
the  Sierra  Club,  have  become  aimless,  bloated,  self- 
perpetuating  bureaucracies,  more  interested  in  raking  in 
contributions  to  feed  themselves  than  in  promoting  a 
better  environment.  According  to  a  landmark  report  from 
the  Center  for  the  Study  of  American 
Business,  these  organizations  are  vic- 
tims of  their  own  mismanagement, 
having  lost  a  sound  sense  of  direction 
in  their  pursuit  of  growth  for 
growth's  sake. 

A  happy  exception  is  the  National 
Fish  and  Wildlife  Foundation,  which 
was  set  up  in  1984  to  create  partner- 
ships with  government  agencies,  uni- 
versities, individuals  and  corpora- 
tions to  solve  specific  environmental 
problems.  Unlike  most  entities  that 
get  money  from  Congress  ($7.5  mil- 
lion this  fiscal  year),  this  foundation 
has  been  an  extraordinarily  focused  success.  Each  year  it 
raises  at  least  $2  for  every  federal  dollar  received  and  uses 
the  money  for  specific  projects.  Among  its  successes,  it's 
involved  in  a  program  with  Chevrolet  to  support  fisheries 
projects  around  the  country  and  with  Dow  Chemical  to 
protect  several  "priority"  wetland  areas.  The  foundation 


Bearable  feast:  Thanks  to  the  foundation, 
more  rivers  are  being  made  safe  for  native  fish. 
One  result— meatier  meals  for  mammals. 


has  become  a  key  player  in  resuscitating  depleted  fisherie 
off  the  New  England  coast. 

The  foundation  doesn't  so  much  reinvent  governmen 
as  it  does  refocus  various  programs  for  maximum  impact 
It  has  managed,  for  example,  to  get  the  Forest  Service  anc 
the  Bureau  of  Land  Management: 
the  nation's  two  largest  land  manage 
ment  agencies,  to  transcend  jurisdic 
tional  jealousies  and  work  togethe 
to  manage  nearly  2,000  miles  of  rive, 
habitat  for  native  fish. 

Executive    Director    Amos    Eno 
who  has  little  patience  for  some  of  hi 
litigation-loving  peers,  describes  th<i 
foundation  as  a  "MASH  unit  treating 
critical  conservation  cases  swiftly  ano 
effectively."  Eno  has  kept  the  organi 
zation  lean  and  result-oriented.  "Wc'l 
do  not  believe  in  compartmentaliz 
ing  environmental  concerns  or  run 
ning  campaigns  up  flagpoles.  Finding  the  middle  grounc 
between  conservation  interests  and  the  private  sector  i;i 
axiomatic  to  workable  solutions." 

To  survive  and  revive,  other  environmental  groupr 
would  do  well  to  adopt  a  down-to-earth,  Eno-like  ap- 
proach to  their  own  operations. 


RESTAURANTS— GO,  ,  STOP 

Here  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  other  FORBES  eatery  experts  Jeff  Cunningham  and  Tom  Jones. 


•  Sparks  Steak  House — 210  East  46th  St.  (Tel.: 
687-4855).  One  of  the  best  steak  houses  in  Manhattan. 
Service,  crisp  and  efficient.  The  wine  list,  first-rate. 

Le  Refuge— 166  East  82nd  St.  (Tel.:  861-4505). 
Long  on  charm,  short  on  staff,  food  not  particularly 
memorable. 
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•  Frontiere— 199  Prince  St.  (Tel.:  387-0898). 
Charming  French  bistro  in  SoHo.  Grilled  poussin  with 
crispy  gnocchi,  seasoned  with  mustard,  lemon  and  rose- 
mary, and  medallions  of  lamb  with  black  pepper  and 
mashed  potatoes — both  have  a  little  zing  that  removes 
them  from  the  conventional. 
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IN   THE   CHIN    DYNASTY,  THEY    BUILT 

A   WALL.   NOW   THEY'RE    USING 

AST   COMPUTERS   TO   ADD   A   HIGHWAY 


r  - 


China  is  experiencing  a  revolution  of 

telephone  lines,  satellite  dishes,  fax  machines  - 
and  personal  computers.  Many  of  them,  ours. 

Nearly  one  out  of  three  personal  computers 
in  China  is  made  by  AST.  From  Shanghai  to 
Beijing,  you  hear  the  same  question,  "Is  it  AST 
compatible?"  For  that,  we  say  xie-xie.  Or  thanks. 

While  some  companies  have  only  recently 
discovered  China's  explosive  economic  growth, 
we've  been  there  all  along.  Even  the  South  China 
Morning  Post  has  noticed  that  AST  is  "at  the 
forefront  of  marketing  innovations!' 

Years  ago,  we  began  donating  our  computers 
to  local  schools.  We've  even  sponsored  contests 
to  promote  computer  literacy. 

We  also  opened  a  Hong  Kong  headquarters, 
followed  by  a  manufacturing  plant  in  Tianjin. 
Today,  it  delivers  computer  systems  pre-loaded 
with  Chinese  software  as  far  away  as  Manchuria. 

With  plants  in  Asia  and  many  other  countries 
around  the  world,  AST  is  one  of  the  largest 
manufacturers  of  personal  computers  anywhere. 

For  business  users,  we  make  Premmia"  high 
performance  desktops,  afford- 
able Bravo  desktops,  a  full 
range  of  Ascentia"  notebooks 
along  with  Pentium"- based 
Manhattan"  servers.  Our  Advantage!'  PC's  are 
perfect  for  the  home  or  small  office. 

YOU'LL  LIKE  TH 


in 


.Tel 


in 


Side, 


In  China,  AST  computers  are  hard  at  work 
improving  communications  among  a  billion 
people,  and  creating  the  infrastructure  o(  a  free 
market.  Whatever  your  needs,  chances  are  we 
can  help.  Please  call  800-876-4AST. 

Or  on  your  next  business  trip  to  China,  look 
for  our  computers.  You'll  find  them  wherever 
the  Great  Wall  meets  the  information  highway. 

WAY  WE  WORK 


COMPUTER 


994  AST  Research.  Inc    AH  riifus  reserved   AST  and  Advantage'  are  re^stered  trademarks  r/  AST  Research.  Irn    AST  (jrmputer,  the  AST  !/%<>,  Ascenaa,  Manhattan,  Premmia,  and  "You'll  IJke  the  Way  We  Work"  are  trademarks  of 
T  Research,  Inc.  Intel  and  Intel  Inside  iojjo  are  reystered  trademarks  and  Pentium  a  a  trademark  <4  Intel  (jntx/nttum   Ail  other  product  i/r  service  names  menanned  herem  may  he  trademarks  or  registered  trademarks  <>j  then  respective  owners, 


FASTER  than  the  major  competitor. 


More  Efficient 


More  Spacious. 


ore 


Noticta  trend  HERE? 


By  virtually  every  measurable  performance 
attribute,  the  Beechjet  400A  is  simply  better  than 
its  nearest  competitor. 

It  cruises  faster  at  any  altitude.  Up  to  45  knots 
faster  at  45,000  feet. 

It's  more  fuel  efficient,  squeezing  more 
distance  out  of  every  pound  of  fuel  with  basically 
the  same  engine  as  its  competitor. 

The  400A's  sumptuous  cabin  is  also  more 
spacious.  And  with  its  exclusive  "vertical  oval" 
design,  it's  considerably  more  comfortable. 

But  the  Beechjet  400A's  superiority  isn't 
limited  to  performance.  Every  day,  it  proves  its 
reliability.  As  the  jet  chosen  to  train  U.S.  Air  Force 
tanker  and  airlift  pilots  of  the  future,  it  has  com- 
piled an  impressive  record  of  over  36,000  hours  and 
70,000  landings  with  pilot  trainees.  That's  an  average 
of  more  than  2,000  hours  and  4,000  landings  per 
month  since  entering  this  demanding  service. 

The  Beechjet  400A's  superiority  also  extends 
beyond  the  airplane.  With  48  service  centers 
providing  Beechcraft-certifled  support,  you're  never 
far  from  the  professional  attention  that  can  only 
be  found  at  the  world's  largest  support  network. 

For  more  information  on  the  considerable 
merits  of  the  Beechjet  400A,  call  1-800-835-7767, 
Ext.  1048.  We'll  show  you  how  you  can  use  it  to 
start  some  trends  of  your  own. 

It's  Not  Just  An  Aircraft.  It's  A  Beechcraft. 


Raytheon  Aircraft  Company 

beechcraft 


Other  Comments 


Facing  Facts 

The  Republican  party  has  finally 
accomplished  a  true  realignment.  Ross 
Perot  contributed  a  great  deal  to  the 
Republican  victory  by  reminding  us  in 
1992  that  a  Republican  cannot  run 
without  speaking  two  truths  America 
knows:  that  official  Washington  is  cor- 
rupt and  that  the  Washington  establish- 
ment spends  too  much  money.  George 
Bush  left  both  unsaid  and  invited  defec- 
tions that  cost  him  the  presidency. 
-Grover  G.  Norquist,  president, 

Americans  for  Tax  Reform, 

Policy  Review 

Ill-Conceived  Idea 

Creating,  using  and  destroying  hu- 
man embryos  [as  recommended  by  a 
National  Institutes  of  Health  panel] 
cannot  be  entirely  separated  from  the 
question  of  abortion,  but  one  hopes 
that  man)'  who  do  not  oppose  legalized 
abortion  will  take  a  stand  against  this. 

The  panel's  report  acknowledges  that 
we  can  [determine]  when  human  life 
begins.  Science  leaves  no  choice:  It  be- 
gins at  conception.  The  embryo  from 
the  very  beginning,  we  are  told,  de- 
serves "serious  moral  consideration," 
"profound  respect,"  and  "some  added 
measure  of  respect  beyond  that  accord- 
ed animal  subjects."  Scientists  agree  that 
from  the  earliest  moments  the  embryo 
has  the  capacity  to  articulate  itself  into 
what  everyone  acknowledges  is  human. 

Having  acknowledged  that  human 


life  is  at  stake,  the  panel  [must]  explain 
why  it  is  morally  right  to  produce  lives 
in  order  to  use  them  for  lethal  experi- 
ments. After  all,  it  is  one  of  the  most 
cherished  maxims  of  our  civilization  that 
human  beings  are  always  to  be  treated 
as  ends  and  never  merely  as  means. 
-Richard  John  Neuhaus, 
Wall  Street  Journal 


Bill  Clinton  has  done  for 
liberalism  what  Mikhail 
Gorbachev  did  for  communism — 
destroyed  it  from  within, 
without  firing  a  shot. 
-Patrick  J.  Buchanan, 
New  York  Post 


Fishy  Funding 


During  the  last  25  years  the  U.S. 
has  spent  [over]  $200  million  on 
salmon  restoration  for  New  England 
rivers.  In  1991  just  203  fish  returned 
to  the  Connecticut  River  despite  the 
stocking  of  millions  and  millions  of 
smolts  and  fry.  Returning  fish  have 
been  pitifully  few  in  view  of  the  annual 
stocking  of  1.25  million  smolts  and 
gigantic  investments  in  river  cleanups 
and  passage  facilities.  The  reason?  All 
our  stocking  programs,  all  our  habi- 
tat improvements,  have  been  feeding 
fisheries  in  West  Greenland,  Canada 
and  the  Faroe  Islands.  Maine's  9 
salmon  rivers  annually  account  for  an 


"You  must  be  the  fellow  who  asked  to  see  one  of  the  clowns 
who  runs  the  Bureau  of  the  Budget." 
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average  of  3,600  fish!  It  is  estimates 
that  West  Greenland  harvests  4,00( 
fish  annually  of  Maine  origin.  It  i 
time  to  bring  the  salmon  back  home 
-Amos  S.  Eno,  executive  director, 

National  Fish  and  Wildlife 

Foundation 

Easy  to  Stomach 

Dr.  Barry  Marshall  treated  some 
100  Australian  ulcer  patients  witl 
antibiotics  and  cured  over  80%  o 
them.  Those  results  had  enormou: 
medical  and  financial  implications.  Hi: 
success  meant  that  millions  of  peopl 
could  get  rid  of  their  ulcers  witl 
antibiotics.  What's  more,  it  meant  tha 
lifetime  ulcer  treatment  costing  thou 
sands  of  dollars  could  become  a  thing 
of  the  past,  that  most  ulcers  could  b< 
cured  in  two  weeks  for  less  dian  $300 
Now  drug  companies  are  working 
on  new  antibiotics.  On  the  horizon 
exciting  possibilities  include  a  vaccina 
against  ulcers  and  perhaps  someda) 
the  virtual  elimination  of  ulcers. 
-Dr.  Timothy  Johnson, 
ABC  NEWS  20/20 

The  Root  of  All  Evil 

Money  is  the  barometer  of  a  society  V 
virtue.  When  you  see  that  trading  is 
done,  not  by  consent,  but  by  compul-i 
sion — when  you  see  that  in  order  to  pro-i 
duce,  you  need  to  obtain  permission 
from  men  who  produce  nothing — wheni 
you  see  that  money  is  flowing  to  thosej 
who  deal,  not  in  goods,  but  in  favors- 
when  you  see  that  men  get  richer  by 
graft  and  pull  than  by  work,  and  youn 
laws  don't  protect  you  against  them,  buti 
protect  them  against  you — when  you  sea 
corruption  being  rewarded  and  honesty' 
becomings  a  self-sacrifice — you  ma$ 
know  that  your  society  is  doomed. 
-Ayn  Rand,  author  (1905-1982) 

The  Art  of  Art 

Artists  never  thrive  in  colonie 
Ants  do.  What  the  budding  art! 
needs  is  the  privilege  of  wrestling  with 
his  problems  in  solitude — and  now  ..^ 
and  then  a  piece  of  red  meat. 
-Henry  Miller,  Big  Sur  and  the 
Oranges  of  Hieronymus  Bosch      I 
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The  luxurious  respite  of  royalty  and  statesmen. 

The  inspiration  of  authors: 

Indulgent  comforts  for  the  privileged  few. " 


The  vaulted  corridors,  Old  Wing,  5th  Floor. 

"  The  Taj  Mahal  Hotel,  Bombay  has  welcomed  many  distinguished  guests  through  the  years.  Indeed, 
over  the  past  ninety  years,  the  Hotel  has  enjoyed  the  praises  of  the  famous,  the  wealthy,  the 
powerful  and  the  wise.  Our  uniqueness  lies  in  providing  a  living  heritage  of  India,  together  with 
supreme  comfort  warm  hospitality  and  ultra-modern  facilities.  Complete  peace  of  mind:  from 
advanced  water  purification  systems  to  the  latest  telecommunications  and,  of  course,  the  finest 
dining  in  the  city." 


L_A 


THE  TAJ  MAHAL  HOTEL 

Bombay 
A 


ATA)  LUXURY  HOTEL 


["HE  TAJ  GROUP.  INDIA'S  FIRST.  SOUTH  ASLA'S  FINEST. 


THE  TA|  MAHAL  HOTEL  BOMBAY  FAX  (91-2212837070  ORCENTRAL  BOOKING  FAX<91-22>283  7272. 
ThefJeadmffHotels  of  tht^Wbrld     Ulell International  OR.  YOUR  TRAVEL    PLANNER. 


LUXURY    HOTELS    THE  TA|  MAHAL  HOTEL     BOMBAY;  THE  TA|  MAHAL  HOTEL.  NEW  DELHI:  TA|   PALACE   HOTEL     NEW  DELHI:  TA|    BENGAL  CALCUTTA 
CO  ROMAN  DEL     MADRAS^  THE  TA|  WEST   END     BANGALORE     TA|    SAMUDRA     COLOMBO     THE   TA|   MAHAL  HOTEL.   LUCKNOW  (OPENING   DEC      94  ) 
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COMPLETELY 


[So  was  the  can,  house^  &  life  savings. 


Colonial  Life 


ND  ALL  U.S.  STATES  EXCEPT  NY) 


Columbia,  SC  (All  i 


L'mm  Limited    |L 

Dorking,  England 
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Ironically  enough,  the  very  same  medical 
treatment  that  can  save  your  life  can  often 
times  kill  your  bankbook,  even  if  you  have 
medical  coverage.  Because  while  ?nedical 
insurance  can  cover  the  cost  of  the  actual 
treatment,  it  wont  replace  the  income  you 
lose  if  you  re  forced  to  miss  work  for  a  time. 

That's  where  we  come  in.  We're  Unum, 
the  disability  insurance  leader.  And  with 
our  short  and  long  term  disability  policies 
you  can  receive  a  substantial  percentage  of 
your  income  even  if  illness  or  injury  keeps 
you  away  from  work.  We  call  it  income  pro- 
tection; a  way  for  people  to  continue  making 
things  like  house  payments  and  retirement 
savings  contributions.  But  beyond  merely 
providing  people  with  checks,  we  provide 
them  with  solutions  that  can  help  them  get 
back  to  work,  and  back  to  their  accustomed 
lifestyles,  as  quickly  as  possible.  So  they  can 
hang  on  to  something  more  important  than 
their  cars  and  their  homes  ~  their  self-  esteem. 

To  find  out  more  about  the 
Unum  family  of  companies, 
call  your  insurance  broker. 

Here  S  to  a  long  life.  We  see  farther. 


•'i  M  Japan 

Kvo,  Japan 


Commercial  Life  Insi  rance  Company 

Pi*  (TAWAY,  \"J  ■  \i  bptNI 


Firsi  IM  vi  Life  Insurance  Company  [New  York  State  Oh 
110  White  Plains  Rd.  Tarrytown,  NY  10591 


YOU'RE  NOT  JUST 
LOOKING  FOR  AN 

FX  DEALER. 

YOU'RE  LOOKING  FOR  AN 

FX  PARTNER. 
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YOU  DON'T  WANT 

PAT  ANSWERS,  YOU  WANT 

INDIVIDUALIZED 

SOLUTIONS. 


YOU  WANT  A  BANK 

THAT  CAN  EXECUTE  THE 

SIMPLE  TRADES, 

AND  HELP  YOU  MANAGE  THE 

COMPLEX  ONES. 


^^^^^^ 

; 
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FINANCIAL  EXECUTIVES 
HAVE  RECOGNIZED 
A  BANK  LIKE  THAT 

FOR  SIXTEEN 

YEARS  IN  A  ROW 


For  the  sixteenth  successive  year, 
Citibank  has  been  voted  No.l  in  Foreign 
Exchange  in  the  Euromoney  survey  of 
Corporate  CFOs,  Treasurers  and  Fund 
Managers,  Citibank  FX:  year  after  year, 
decade  after  decade,  voted  first  by  those 


who  matter. 


CITIBANK® 


Commentary 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Chairman 


THE  TRAGEDY  OF  BOSNIA 


Bosnia  is  an  appeasement  and  a  humiliation  for  the  West 
comparable  to  Hitler's  string  of  victories  in  the  late  1930s. 
The  only  clear  winners  in  this  tragedy  that  has  killed  nearly 
200,000  people  are  the  Serbs'  two  brutal  dictators  and  Russia. 

How  did  this  happen?  What  should  have  been  done, 
and  how  can  other  instances  of  aggression  be  deterred? 

When  the  uneasy  alliance  that  was  Yugoslavia  broke 
apart,  Croatia,  Slovenia,  Bosnia-Herzegovina  and  Mace- 
donia claimed  independence  and  were  admitted  to  the 
U.N.  Serbia,  meanwhile,  embarked  on  its  longtime  goal 
of  creating  a  Greater  Serbia,  controlling  all  of  the  former 
Yugoslavia.  Serbia's  allies,  the  Bosnian  Serbs,  joined  in 
with  their  "ethnic  cleansing"  of  Bosnia's  Muslims,  fol- 
lowing Hitler's  example. 

The  West's  ultimate  mistake  was  its  failure  to  do  any- 
thing to  stop  the  Serbs.  President  Clinton  compounded 
this  error  when,  shortly  after  his  inauguration,  he  sent 
Warren  Christopher  to  Europe,  not  to  galvanize  resistance 
to  the  aggression  (as  President  Bush  had  done  in  the  Gulf) 
but  to  inquire  weakly  what  the  other  countries  would  like 
to  do.  Naturally,  none  of  them  wanted  to  do  very  much, 
which  sent  a  clear  signal  to  the  Serbs  that  they  could 
pursue  their  aggression,  unhindered. 

A  routine  U.N.  arms  embargo  against  Bosnia  was  put 
into  place,  but  this  has  not  stopped  Russia  from  supplying 
arms  to  the  Serbs.  For  more  than  a  year  U.N.  and  Euro- 
pean Union  "negotiators"  have  continued  their  feeble 
bleatings  for  cease-fires  and  "safe  areas"  and  have  proposed 
various  peace  plans  that  awarded  Serbia  anywhere  from 
49%  to  70%  of  Bosnia.  The  Serbs  agreed  to  more  than  30 
cease-fire  and  safe-area  proposals,  and  sometimes  even 
observed  their  promises  for  as  long  as  five  or  six  hours. 

The  U.S.  played  an  ignoble  role,  agreeing  to  the  parti- 
tioning of  Bosnia  and  the  U.N.'s  having  full  command  of 
the  peacekeeping  operation,  which  was  manned  by  23,000 
lightly  armed,  ill-equipped  troops,  scattered  in  widely 
spread,  hopelessly  ineffective  clusters.  Predictably,  the 
peacekeepers  were  attacked,  ignored,  overrun  and  taken 
hostage,  and  the  U.N.  convoys  of  food  and  medicine  were 
allowed  to  pass  only  when  the  Serbs  gave  permission. 

Putting  a  peacekeeping  force  into  a  battle  zone  where 
there  is  no  peace  ought  to  be  a  criminal  offense.  This  U.N. 
force — under  the  control  of  weak  commanders  and  U.N. 
negotiators  who  have  no  knowledge  of  war  or,  apparently, 
of  history — was  expressly  forbidden  to  do  anything  to  hurt 
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the  Serbs.  NATO's  few,  halfhearted  requests  for  action  gen- 
erally were  refused  by  the  Russian-dominated  U.N.  (Russia 
last  month  also  vetoed  a  pathetic  U.N.  resolution  asking 
Serbia  to  stop  violating  U.N.  bans  on  fuel  shipments  to  the 
Bosnian  Serbs,  and,  at  the  Conference  on  Security  and 
Cooperation  in  Europe,  vetoed  two  resolutions  condemn- 
ing Serb  aggression  and  ethnic  cleansing.)  Because  the 
U.N.  fears  retaliation  against  its  peacekeepers,  many  of 
whom  come  from  NATO  countries,  these  forces  have  inad- 
vertently protected  the  Serbs  from  any  effective  action. 
What  earthly  good  does  a  force  of  23,000  do  if  it  is  afraid 
to  act  because  the  aggressor  might  attack?  Four  thousand 
or  so  Red  Cross,  church  and  volunteer  workers  could  better 
distribute  supplies  that  the  Serbs  permit  to  be  delivered. 

When  France  and  Britain  recently  threatened  to  pull 
out  their  peacekeepers,  we  rashly  offered  to  provide  thou- 
sands of  U.S.  troops  to  "protect  any  withdrawal."  Our 
forces  have  been  asked  to  perform  some  murderously  idi- 
otic tasks  in  the  past  two  years,  but  nothing  compared  to 
the  risks  involved  in  trying  to  protect  stranded  U.N. 
forces — which  have  now  decided  to  stay  after  all.  The 
sooner  peacekeepers  are  withdrawn,  the  better. 

What  should  have  been  done? 

We  should  have  assembled  a  Gulf-war-like  coalition  and 
told  Serbia  that  its  military  targets  would  be  mercilessly 
bombed  by  air  forces  under  U.S.  command  if  Serbia  con- 
tinued attacking  civilian  populations.  The  Serbs  would 
have  stopped,  knowing  that  the  cost  of  continued  missile 
attacks  would  be  too  high.  Ground  troops  would  not  have 
been  required.  This  would  have  saved  tens  of  thousands  of 
lives  and  served  as  a  warning  to  future  aggressors.  The  not- 
too-distant  past  provides  a  deadly  parallel:  the  West's  fail- 
ure to  stop  Hitler,  as  could  easily  have  been  done,  in  1936, 
when  he  went  into  the  Rhineland. 

If  we  want  to  stop  future  aggression,  we  must  act  as  we 
did  in  the  Gulf,  and  we  must  regain  some  of  the  military 
strength  we  have  budgeted  away.  Already  another  murder- 
ous regime  in  North  Korea  has  frightened  us  into  a  gross 
act  of  appeasement  initiated  by  our  own  appeaser-negotia- 
tor:  Jimmy  Carter.  Mr.  Carter's  intervention  in  Serbia  will 
probably  only  result  in  invitations  to  Serb  leaders  to  come 
to  Plains,  Ga.  to  teach  Mr.  Carter's  Sunday  school  class — 
whose  faculty  includes  prior  invitees  Kim  II  Sung  of  North 
Korea  and  Lt.  General  Raoul  Cedras  of  Haiti.  wm 
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AT  ITS  MAIN  HEADQUARTERS 
COMPLEX  IN  FOND  DU  LAC, 
WISCONSIN,  THE  MERCURY  MARINE 
DIVISION  MANUFACTURES  WORLD- 
FAMOUS  MERCURY,  MARINER  AND 
FORCE  '.  UTBOARDS. 


MERCURY  MARINE    U S  M A R I  N E / B A Y L  I  N 


BRUNSWICK  MARINE    THE 


CO        BRUNSWICK    BOWLING     BILLIARDS    GOLF         BRUNSWICK     RECREATION     CENTERS 


Hlture  for  150  years. 


1995  marks  a  milestone  in  the  history  of 
Irunswick:  our  150th  anniversary.  And.  while 
rilya  handful  of  companies  have  ever  reached 
Lch  a  landmark,  to  us  it  is  more  than  a  great 
bhievement    It's  a  great  beginning 

150  years  old 
and  stronger  than  ever. 

The  history  of  Brunswick  is  inextricably 
mixed  with  that  of  America.  Since 
our  founding  in  1845,  we  have 
survived  and  prospered  dur- 
ing seven  wars.  The  Great 
Depression,  numerous 
recessions,  a  bitter 
takeover  battle,  and 
thirty-two  presiden- 
tial administrations. 
And  through  it  all, 
we've  maintained  a 
vigilant  adherence  to 
our  values:  a  devotion  to 
quality  in  everything  we  make 
I  do:  a  dedication  to  serving  our  customers, 
pd  a  concern  for  our  people. 

Today,  these  same  qualities  are  why 
funswick  is  a  vital,  global  corporation   With 
P0  facilities  in  34  states  and  over  15  coun- 
3S,  a  network  of  more  than  34,000  dealers 
xldwide,  and  serving  over  400  independent 
)at  builder  partners 

Number  one  in 
the  marine  industry. 

Since  our  acquisition  of  Kiekhaefer 
>rporation  in  1961,  manufacturer  of  Mercury 
|itboard  motors,  and  the  1986  acquisition  of 
two  largest  pleasure  boat  manufacturers  in 
world.  US    Marine/Bayliner  and  Sea  Ray, 
are  now  positioned  as  the  undisputed 

industry  leader. 

Currently  our 
Brunswick  Marine 
segment  includes 
marine  power 
brands  Mercury, 
Mariner  and 
Force  Outboards: 
MerCruiser  Stern 
Drives  and 
soards  and  Quicksilver  Parts  and  Acces- 
Iries  Pleasure  boat  brands  include  Sea  Ray, 
pylmer  and  Maxum  and  Starcraft,  Astro,  Fisher, 
>nArk,  ProCraft  and  Spectrum  Fishing  Boats, 
long  others. 


A  global  perspective. 

Our  continuing  commitment  to  world-class 
leadership  and  innovation  has  resulted  in  a 
Marine  segment  with  boundaries  that  reach 
far  beyond  just  the  United  States.  We  have 
achieved  significant  inroads  in  international 
markets  as  our  marine  products  alone  are  sold 
in  over  100  countries,  and  our  marine  opera- 
tions include  facilities  in  the  U.S.  as  well  as 
Australia,  Belgium,  Canada,  China  and  Japan. 
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A  leader  in  recreation. 

We  are  positioned  with  a  well-balanced 
diversity,  as  our  marine  boat  and  engine  busi- 
ness is  effectively  complemented  by  our  leader- 
ship positions  in  such  recreational  businesses 
as  fishing,  bowling,  billiards  and  golf.  And  we 
have  an  advantage  few  companies  can  match: 
a  150  year  experience  base.  It's  the  kind  of 
know-how  that  equips  us  to  effectively  and 
strategically  plan  for  our  future. 

It's  just  the  beginning. 

The  future  of  Brunswick  looks  bright.  We 
have  a  diverse  line  of  superior  products,  the 
equity  of  outstanding  brand  names,  excellent 
distribution,  a  seasoned  management  team,  and 
a  strong  balance  sheet  and  balanced  portfolio 

Add  to  this,  the  intangibles  of  quality,  pride 
and  commitment  which  have  been  infused  in 
our  company  since  its  inception,  and  you'll  know 
why  we  look  upon  our  150th  anniversary  as  a 
marker  for  the  beginning  of  our  next  1 50  years 


Leading  The  Way  Since  1845 

THE  COMPANIES  OF 

BRUNSWICK 


SHARING  THE  HERITAGE  OF  BEING  NUMBER  ONE. 


i  our  compliments!  A  specially  prepared  chronicle  of  our  150-year  history  including  a  profile  of  today's  Brunswick.  To  send 
lyour  free  copy,  write  to  Brunswick  Corporation,  150th  Brochure,  One  N.  Field  Court,  Lake  Forest,  IL  60045-4811 
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Nicholas  -Applegate  has 
turned  the  world  upside  down! 


You'd  be  surprised  at  all  the  good  things  you  can  find 
when  you  turn  the  world  upside  down  and  give  it 
a  good  shake.  That's  why  Nicholas-Applegate  takes  a 
"bottom-up"  approach  to  global  investing— an  approach 
that  focuses  on  the  growth  prospects  of  individual 
companies,  rather  than  on  economic  trends. 

We  vigorously  shake  up  the  financial  data  on  over 
24,000  companies  worldwide  to  remove  the  distortions 
caused  by  accounting,  tax  and  cultural  differences.  This 
allows  us  to  compare  the  world's  top-ranked  companies 
to  each  other  regardless  of  what  country  or  industry 


they  are  in... and  choose  those  we  think  are  best  for: 
our  Worldwide  Growth,  International  Growth,  and 
Emerging  Countries  mutual  funds. 

In  this  right-side  up  world,  you  may  find  it's  more- 
profitable  to  turn  things  upside  down  for  a  change. 
To  find  out  more  about  our  international  funds,  please  !  ^ste; 
call  us.  We'll  send  you  a  fact  kit  with  a  prospectus 
containing  more  complete  information  about  charges, 
expenses  and  the  risks  associated  with  global  investing  I  kata ra 
(including  political  and  currency  risks)  to  read  carefully  '  ^enii 
before  you  invest.  Call  today  1-800-551-8043. 


Nicholas 


Applegate"  mutual  funds 


Nicholas-Applegate  Securities,  Distributor    600  West  Broadway,  30th  Floor    San  Diego,  CA  92101 
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Wage  inflation  raises  its  ugly  head 


:han{3 

he  steady 
ptick  in 
verage  hourly 
'ages  suggests 
hat  a  rapidly 
ightening  labor 
larket  will  later 
lis  year  lead 
o  modest  wage 
illation. 


The  overall  statistics  don't  show  it — yet — 
but  anecdotal  evidence  suggests  that  the  U.S. 
labor  market  has  already  tightened  to  the 
point  where  some  wage  inflation  is  sure  to  fol- 
low. In  the  Midwest  in  particular,  where  man- 
ufacturing is  booming,  labor  specialists  say  that 
it's  already  reached  a  point  where  anybody 
who  can  move  is  being  hired. 

Skilled  jobs,  naturally,  are  the  first  to  be 
affected.  The  employment  service  Manpower 
Inc.  reports  that  workers  in  such  areas  as  soft- 
ware, biotechnology  and  laboratory  research  are 
notably  hard  to  find.  Entry-level  jobs  are  also 
opening  up  as  companies  promote  from  within. 

It's  not  just  in  the  Midwest  that  the  job 
market  is  tightening.  Peter  Schenk  of  Barrett 
Business  Services,  of  Portland,  Ore.,  says  that 
in  the  West  construction  workers  in  such  trades 
as  framing  or  finishing  are  in  short  supply. 

In  1994  states  such  as  Michigan  and  Illinois 
joined  Florida,  Texas  and  the  smaller  states  in 
making  heavy  job  gains.  Even  New  York  State 
added  some  new  jobs  (outside  New  York  City). 
California,  though,  is  still  losing  jobs. 

Increasingly,  companies  are  giving  hiring 
bonuses  to  attract  skilled  workers.  This  has  a 
one-time  impact  and  avoids  raising  actual 
wage  rates.  Nevertheless,  note  that  by  Decem- 
ber average  hourly  earnings  for  production 


workers  were  increasing  at  around  a  3%  annual 
rate.  That  is  up  from  around  a  2.2%  annual  rate 
12  months  earlier,  points  out  Adrian  T.  Dillon 
of  Eaton  Corp. 

Overall  unemployment  (5.4%  in  Decem- 
ber, a  four-year  low)  is  already  a  bit  below  what 
economists  believe  is  a  level  that  can  be  sus- 
tained without  leading  to  inflation.  More  im- 
portant, says  H.  Erich  Heinemann  of  Laden- 
burg,  Thalmann,  the  4.7%  unemployment  rate 
for  adults  20  years  and  over  is  around  the 
lowest  levels  seen  in  the  previous  two  economic 
cycles.  And,  Heinemann  says,  what's  called 
the  labor  participation  rate  (the  percentage 
of  the  over- 16  population  with  a  job)  will  in 
the  next  month  or  so  exceed  1990's  record  level 
of  66.9%. 

Employment  costs  will  show  an  upward  blip 
in  the  next  couple  of  months  as  large,  profit- 
related  bonuses  are  paid  to  many  manufactur- 
ing workers  in  the  durable  goods  and  especially 
the  automobile  sectors. 

Total  employment  cost  inflation,  as  mea- 
sured by  the  Employment  Cost  Index,  is  still 
declining,  3.2%  in  1994,  down  from  5%  in 
1989  and  a  high  of  10%  in  1981.  The  reason  for 
this  is  the  drop  in  benefit  cost  inflation,  espe- 
cially for  health  care.  The  upward  pressure  on 
inflation  is,  however,  beginning  to  be  felt. 


Playing  politics  with  the  minimum  wage 


Most  of  the  3.5  million  net  new  jobs  added 
to  nonfarm  payrolls  in  1994  were  in  sendees. 
The  biggest  gains  were  in  personnel  services 
(up  16%,  or  420,000  jobs)  and  in  business  ser- 
vices (up  over  10%,  or  724,000  jobs).  Other 
sectors  gaining  include  retailing,  the  booming 
car  trade  and  health  care. 

Shrinking  government?  Government  gained 
250,000  net  new  jobs,  mostly  at  the  state  level 


No  wage  inflation,  yet 

December  to  December  percent  change 


Average  hourly  earnings 


Total  compensation  (including  benefits) 


Consumer  Price  Index 


'89  '90  '91 

Source:  Bureau  of  Labor  Statistics 


(88,000)  and  the  local  (213,000).  Federal 
jobs  declined  by  48,000. 

Manufacturing,  still  concerned  about  main- 
taining competitiveness,  added  just  290,000 
jobs,  biased  toward  production  jobs.  White- 
collar  jobs  actually  declined  a  bit. 

Even  if  manufacturing  wages  inflate  by  the 
4%  or  so  rate  seen  in  1989,  prior  to  the  last 
recession,  unit  costs  will  continue  to  fall  be- 
cause productivity  is  still  rising  at  around  a  5% 
rate.  Much  more  difficult  to  estimate  is  what 
will  happen  in  services,  which  involves  two- 
thirds  of  the  economy. 

But  here's  an  oddity  from  the  White  House. 
President  Bill  Clinton  seems  intent  on  shooting 
himself  in  the  foot  on  the  wage  inflation  front 
by  raising  the  minimum  wage  from  $4.25  to  $5 
an  hour. 

This  is  pure  politics.  The  minimum  wage 
applies  to  under  1%  of  full-time  workers  aged  40 
and  over,  reports  the  Employment  Policies 
Institute  (it's  mostly  part-time  teenage  workers 
who  benefit).  But  raising  the  minimum  wage 
raises  the  floor  under  all  wages,  especially  collec- 
tively bargained  wages — which  is  why  the  la- 
bor unions  push  it.  Hi 
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The  Forbes  Index  (1967=100) 
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Tight  money  days  are  far  from  over,  says  Tony  Rile 
director  of  research  at  the  economic  consulting  firm  . 
Gary  Shilling  &  Co.  Riley  thinks  the  Federal  Reserve 
steering  the  economy  into  a  "monetary  wall"  that  w 
produce  a  7%  federal  funds  rate  (the  current  rate  is  5.5% 
This  is  likely  to  lead  to  a  recession  by  midyear,  accordii 
to  Riley.  For  the  time  being,  the  economy  continues 
show  healthy  growth.  November's  Index  of  Leading  Inc 
cators  gained  0.3%.  Domestic  car  sales  increased  7 .t 
in  1994. 
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Other  key  rates 

Prime  rate 

Auto  sales  year  to  date  vs  1993' 

Index  of  leading  indicators  Nov  vs  Oct 

Trade  balance1 12  months  ended  Oct  1994 

All-commodity  producer  price  index1  Dec  vs  Nov 

GDP  3rd  quarter  vs.  2nd — annualized  growth 

M2'1  (3-month  change) — annualized  growth 

1  U.S. -based  manufacturers,  excludes  imports,  as  of  12/31/94. 2Total  goods  and  services.  Wholesale  goo 
*  Includes  M 1  (public  currency  and  checking  deposits)  plus  savings  accounts  and  money  market  fun> 


Source 

Status 

Chase  Manhattan  Bank 

8.5°/, 

Ward's  Automotive 

7.6°/ 

Dept  of  Commerce 

0.3°/ 

Dept  of  Commerce 

-$103 1 

Dept  of  Labor 

0.2°/ 

Dept  of  Commerce 

4.0°/ 

Federal  Reserve 

-0.6°/ 

Index  components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  8  equally  weighted  elements:  The  cost  of 
services  relative  to  all  consumer  prices,  the  level  of  new 
orders  for  durable  goods  compared  with  manufacturers' 
inventories,  total  industrial  production,  new  housing 
starts,  personal  income,  new  claims  for  unemployment 
compensation,  total  retail  sales,  total  consumer 
installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  in  these  charts. 
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Industrial  production  index  (1987-100), 
seasonally  adjusted  (Federal  Reserve) 
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New  unemployment  claims  average  for  month 
(thousands),  seasonally  adjusted  (Dept  of  Labor) 
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Services     •    Total  index 


Inventories      •    New  orders 
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Consumer  price  indexes  (1982-84  average=100) 

all  urban  consumers,  unadjusted  (Dept  of  Labor) 
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Manufacturers'  new  orders  and  inventories 

($billions),  seasonally  adjusted  (Dept  of  Commerce) 


New  housing  starts  (thousands)  privately  owned, 
unadjusted  (Dept  of  Commerce) 
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Personal  income  ($bilhons)  wage  and  salary 
disbursements,  seasonally  adjusted  (Dept  of  Commerce) 
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Retail  sales  ($billions), 

seasonally  adjusted  (Dept  of  Commerce) 
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Consumer  installment  credit  ($billions)  total, 
seasonally  adjusted  (Federal  Reserve) 
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and  self-respect  are  woven.  Should  a  disabling  accident  or  illness  c 
threads,  planning  ahead  can  make  an  enormous  difference. 
We  focus  on  making  sure  people  are  prepared.  And  use  some 
innovative  ways  to  help  them  get  back  on  their  feet  faster.  We've  found  that  wh< 
,      you  remind  people  how  much  fun  life  is,  they  can't  wait  to  be  a  part  of  it 

/  '•  A  m,  *        / 


CIGNA  Group  Insurance 

Life -Accident  •Disability 
A  Business  of  Caring. 


Thomas  Quarry 
Casablanca,  Morocco 


IN  CASABLANCA,  A  SLIVER  OF  BONE  REVEALED  A  CHUNK  OF  HISTORY  when  Dr.  Jean-Jacc 
Hublin  unearthed  a  few  fossilized  skull  fragments.  Then  Hublin  and  a  team  of  IBM  scientists 
this  shattered  3-D  jigsaw  puzzle  into  a  unique  program  called  Visualization  Data  Explorer.™  The 


j-Jai  :es  helped  form  an  electronic  reconstruction  of  our  early  ancestor,  the  first  Homo  sapiens.  This 
IBM  technology  has  turned  time  back  400,000  years,  uncovering  clues  to  the  origins  of  mankind. 
flAt  can  visualization  technology  reveal  to  you?  Call  1  800  IBM-3333,  ext.  G101,  and  see. 


Solutions  for  a  Small  Planet7 
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David  and  Joan  Helpern  were  of  Social  Security  age 
when  their  thriving  business  collapsed. 
So  what  did  they  do?  Started  all  over  again. 

"If  you  stand  still, 
you  die" 


By  Richard  C.  Morais 

Nestled  between  the  Mesa  Grill  and 
the  Giorgio  Armani  boutique  on  low- 
er Fifth  Avenue  in  Manhattan  is  the 
creamy  interior  of  a  Joan  &  David 
shoe  and  clothing  store.  A  Japanese 
woman,  all  in  black,  with  lamb's  wool 
earmuffs  and  a  quilted  leather  string 
purse,  inspects  a  $249  boot,  a  $140 
bowler  hat.  "I  want  this  with  a  rubber 
sole,"  commands  a  New  Yorker  in 
jodhpurs.  It's  all  terribly  elegant,  hip. 
A  melancholy  jazz  singer  warbles  over 
the  hi-fi  sytem. 

Looks  can  be  deceiving.  Peek  be- 
hind Joan  &  David's  30-something 
veneer  and  wrinkles  reign  supreme. 
The  chairman  is  77-year-old  David 
Helpern,  fresh  from  a  quintuple  by- 
pass. Joan  Helpern,  David's  designer 
wife  and  the  company's  chief  execu- 
tive, is  white-haired  and  approaching 
70.  She  sits  reassuringly  next  to  the 
firm's  91 -year-old  press  agent,  Elea- 
nor Lambert.  Collapsed  on  the  table 
is  Bijou,  a  poodle  so  old  no  amount  of 
coiffing  can  hide  bald  patches. 

Who  says  the  world  belongs  to  the 
young?  In  1990,  after  a  25-year  rela- 
tionship with  AnnTaylor  ended  in 
bitter  dispute,  the  Helperns  lost  the 
franchise  to  sell  shoes  in  the  chain  that 
had  accounted  for  66%  of  their  retail 
business.  Then  department  stores 
across  the  U.S.  closed  their  expensive 
shoe  salons,  and  Joan  &  David  lost 
another  $25  million  in  sales. 

This  was  the  corporate  equivalent 
of  a  massive  heart  attack  followed  bv  a 
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stroke.  The  Helperns  could  have 
shrugged  and  gone  off  to  Florida. 
They  were  far  from  broke.  But  no.  "If 
you  stand  still,  you  die,"  says  David. 

So  Joan  &  David  is  doing  better 
than  ever.  Sales  are  now  exceeding 
$  1 1 5  million,  15%  higher  than  before 
it  lost  the  AnnTaylor  business.  "We 
scrambled,"  says  David. 

With  David  already  in  his  70s  and 
Joan  in  her  60s,  the  pair  started  almost 
from  scratch  again.  In  just  four  years 
Joan  &  David  replaced  their  AnnTay- 
lor distribution  with  43  stand-alone 
boutiques,  including  flagship  stores 
in  Paris,  London  and  Hong  Kong.  In 
the  same  short  time  the  couple 
launched  an  entire  clothing  and  ac- 
cessory line.  Joan  &  David  is  no  long- 
er a  shoe  store;  it's  a  small  fashion 
emporium.  All  this,  mind  you,  the 
old-fashioned  way:  no  long-term 
debt;  not  a  single  person  fired. 

Joan  met  David  34  years  ago,  when 
she  was  running  New  York  City's 
Board  of  Education  child  guidance 
and  psychology  programs.  She  was 
separated;  he  was  a  widower  with  a 
young  son  and  a  chain  of  New  En- 
gland shoe  stores. 

David  realized  Joan  was  a  career 
woman.  He  did  not  expect  his  new 
wife  to  subordinate  her  career  to  his. 
A  good  thing.  "The  way  you  become 
a  successful  anybody,"  says  Joan,  "is 
by  choosing  a  partner  whose  confi- 
dence level  is  high  enough  to  allow 
both  to  perform  as  well  as  they  can." 


Joan  and  David 
Helpern 

Suddenly  they 
could  no  longer 
sell  from 
AnnTaylor. 
"It  hurt  me,' 
says  Joan. 
"It  was 
my  baby." 


But  what  did  Joan,  an  educator 
know  about  shoes?  Not  much.  In  tin 
1960s  New  England's  shoe  manufac- 
turing center  was  still  dominated  by 
industrial '  engineers  who  decidec 
what  designs  to  run  based  mosdy  or 
production  costs.  Fashions?  That  was 
women's  stuff.  Exactly. 

Joan  spoke  up  at  a  dinner  of  shoe 
makers  in  1962.  She  derided  the  sti- 
lettos and  pointy  toes  that  looked  fine 
wrapped  around  a  bar  stool  but  were 
painful  for  active  women.  "I  don't 
know  anybody  who  would  wear  any- 
thing like  this,"  she  snapped.  Onei 
manufacturer  retorted:  "If  you  know 
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jucatd  Detter,  show  us." 
i.  In  til  At  3  a.m.  one  night  Joan  found 
lanutin  lerself  pulling  down  ribbons  hanging 
tared  G  rom  her  four-poster  bed  as  she  made 
deddfl  iesigns  for  their  new  company.  One 
I  >f  their  first  hits  was  a  pump  in  kid- 
dut»i  ikin.  "I  designed  for  women  who 
nove,"  she  says.  "The  shoes  were  for 
of sbfl  i  woman  who  juggled  her  life — heels 
the :  vere  low,  the  shoes  were  chic,  simple. 
, ;--■  They  were  soft  and  easy,  compared  to 
)Umc  vhat  was  out  there."  After  a  year  the 
'I  dot  lobby  was  a  SI  million  business. 
■(jjan  |  Expanding  the  business  was  a  prob- 
•  (]  em,  however.  "I  traveled  all  over 
,:    Mew  England  trying  to  get  manufac- 
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turers  to  understand  what  we  were 
trying  to  [do],"  says  David.  "The 
prototypes  that  came  out  were  these 
hard  constructions.  They  were  mak- 
ing seriously  structured  shoes  when 
the  marketplace  was  asking  for  fun, 
soft,  easier  shapes." 

David  sold  his  businesses  and  to- 
gether they  went  to  Europe  in  J  964 
looking  for  manufacturers  with 
imagination.  They  had  seen  Italian 
imports  with  that  supple  look  Joan 
favored.  Today,  virtually  all  Joan  & 
David's  designs  are  manufactured  in 
Italy,  and  little  remains  of  the  once 
grand  New  England  shoe  industry. 


Back  in  the  U.S.  in  1965,  the  couple 
discovered  a  little  chain  whose  style 
and  way  of  doing  business  appealed  to 
them.  It  was  AnnTaylor,  and  over  the 
next  20  years  the  Helperns  prospered 
by  leasing  space  in  this  expanding 
chain.  By  1989  the  couple  was  running 
shoe  departments  in  127  AnnTaylor 
stores;  they  added  a  S40  million 
wholesale  business  selling  to  stores  like 
Neiman  Marcus  and  Bloomingdale's. 

"We're  not  on  the  cutting  edge  of 
fashion,"  explains  Joan.  "We're  on 
the  cutting  edge  of  the  real  world  and 
what's  happening  to  women.  Our 
designs  relate  to  people  of  style,  rather 
than  people  who  get  involved  with 
momentary  fashion." 

The  AnnTaylor  relationship  ended 
in  the  late  1980s,  when  AnnTaylor 
was  floundering  in  a  leveraged 
buyout.  This  was  no  longer  the  Ann- 
Taylor they  knew  and  loved.  Lawsuits 
began  to  fly  back  and  forth. 

David  negotiated  a  three-year 
phaseout  with  AnnTaylor  and  began 
opening  Joan  &  David  stores  at  a 
furious  pace — moving  inventory  and 
personnel  from  leased  AnnTaylor 
stores  to  stand-alone  boutiques  in 
Boston,  Los  Angeles  and  Dallas. 

While  David  scouted  locations  and 
ran  the  business,  Joan  designed  cloth- 
ing and  accessories  lines.  The  clothing 
and  accessories,  made  partly  by 
Gruppo  gft  in  Italy,  account  for  some 
S30  million  in  sales. 

Don't  conclude  from  all  this  that 
David  and  Joan  are  two  peas  in  a  pod, 
always  in  agreement.  There  is  a  cre- 
ative tension  between  them  that  helps 
make  them  a  productive  team.  In  the 
post-AnnTaylor  moves,  Joan  and  Da- 
vid sometimes  quarreled  over  wheth- 
er to  take  a  particular  location.  "What 
Joan  likes  to  forget,"  says  David,  "is 
we  had  to  move  at  a  rapid  rate.  You 
sometimes  had  to  take  locations  that 
weren't  your  number  one  choice." 

Right  now  there  is  disagreement 
between  them  on  future  expansion. 
The  Helperns  have  just  opened  a  Joan 
&  David  store  on  London's  New 
Bond  Street.  David  now  wants  to 
expand  aggressively  into  Germany 
and  Switzerland.  Joan  has  a  different 
view.  She  wants  to  open  more  stores 
in  New  York.  "One  of  us  will  be 
stronger  than  the  other,"  bristles 
Joan.  David  sets  his  jaw.  "We'll  do 
both,"  he  says.  Hi 
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How  the  richest  man  in  Mexico 
copes  with  the  peso  crisis. 

"There's  lots 
of  opportunity" 

By  Graham  Button,  Christopher  Palmeri  and  Kerry  A.  Dolan 


One  thing  we've  learned  over  the 
years  is  that  when  things  turn  nasty, 
the  really  smart  business  person 
doesn't  wring  his  hands.  He  casts 
about  for  ways  to  turn  the  disaster  to 
advantage.  Thus  now  with  Carlos 
Slim  Helu,  54,  chief  of  the  giant 
conglomerate  Grupo  Carso  and  the 
richest  man  in  Mexico. 

"There  is  a  lot  of  opportunity  for 
investors  who  believe  in  the  peso,"  he 
told  Forbes  in  an  early  January  tele- 
phone interview,  even  as  the  Mexican 
government  was  throwing  in   bor- 


rowed reserves  to  try  to  stop  the 
currency's  rout.  "We  are  searching 
our  businesses  for  dollars  we  can  con- 
vert at  5.7  to  the  dollar." 

Slim  explained  that,  among  other 
things,  Grupo  Carso  companies  were 
selling  Mexican  product  into  the  fu- 
tures market,  bringing  the  dollars 
home  and  converting  them  into  pe- 
sos. What's  he  doing  with  the  pesos 
he's  buying?  Slim  says  he's  lending 
them  to  Mexican  banks  at  the  prevail- 
ing rate  of  up  to  60%.  "There  are  few 
businesses,"  he  reminds  us,  "where 


Carlos  Slim  Helu 

Where  else  can  you  earn  60%? 


Mexican  money  men: 

at  the  peak  and  after  the  fall 

Name 

Principal  holdings 

Estimated  net  worth 

($bil) 

1/5/95 

2/8/94 

Carlos  Slim  Helu  family 

Grupo  Carso;  Grupo  Financiero  Inbursa 

$4.40 

$8.50 

Emilio  Azcarraga  Milmo  family 

Grupo  Televisa 

2.90 

7.30 

Jeronimo  Arango 

Cifra;  Banamex-Accival 

1.90 

2.80 

Zambrano  family 

Cementos  Mexicanos;  Banamex-Accival 

1.80 

3.80 

Peralta  family 

lusacell 

1.60 

2.90 

Alberto  Bailleres 

Industnas  Penoles;  Palacio  de  Hierro;  Femsa 

1.40 

2.20 

Pablo  Aramburuzabala  Ocaranza 

Grupo  Modelo;  Banamex-Accival 

1.30 

1.80 

Alfonso  Romo  Garza 

Empresas  La  Moderna;  Seguros  Comercial  America 

1.20 

2.70 

Jorge  Larrea  Ortega 

Grupo  Mexico;  Banamex-Accival 

1.20 

1.20 

Bernado  Garza  Sada  family 

Alfa;  Vitro 

1.00 

1.20 

Angel  Losada  Gomez 

Grupo  Gigante;  Banamex-Accival;  Telefonos  de  Mexico 

0.80 

2.20 

Adrian  Sada  Gonzalez  family 

Vitro;  Cydsa;  Grupo  Financiero  Serfin 

0.76 

1.50 

Lorenzo  and  Robert  Servitje 

Sendra  families 

Grupo  Industrial  Bimbo 

0.70 

1.50 

Gonzalez  Nova  family 

Comercial  Mexicana 

0.64 

2.00 

Roberto  Gonzalez  Barrera 

Grupo  Industrial  Maseca;  Grupo  Financiero  Banorte 

0.60 

1.10 

Ricardo  Salinas  Pliego 

Grupo  Elektra 

0.60 

1.20 

David  and  Adriana  Penaloza 

Grupo  Tnbasa 

0.57 

1.80 

Molina  family 

Grupo  Embotellador  de  Mexico 

0.56 

1.70 

Franco  family 

Grupo  Infra;  Telefonos  de  Mexico;  Banamex-Accival 

0.55 

1.10 

Moises  and  Antonio  Cosio  Arino 

Telefonos  de  Mexico;  Banamex-Accival 

0.52 

1.10 

Martinez  Guitron  family 

Grupo  Sidek;  Grupo  Financiero  Bancomer 

0.50 

1.20 

Eugenio  Garza  Laguera  family 

Valores  Industrials;  Grupo  Financiero  Bancomer 

0.43 

1.70 

Alfredo  Harp  Helu 

Banamex-Accival 

0.40 

1.50 

Roberto  Hernandez  Ramirez 

Banamex-Accival 

0.40 

1.50 

returns  equal  60%." 

Needless  to  say,  Slim's  commen 
are  somewhat  self-serving:  It  is  seem 
for  a  highly  visible  Mexican  to  talk  u     ;i 
the  peso  at  a  time  when  the  country   f^ 
future  appears  to  depend  on  checkin 
its  fall.  However,  what  he  says  make)  lTt 
financial  sense.  If  the  peso  stabilizes  ; 
5.7  to  the  dollar,  he  earns  60%. 
the  peso  were  to  settle  at,  say,  4.6  t 
the  dollar,  he  would  earn  close  to  >|  ^ 


Here  was  a  tipoff  that  the 
peso  was  tremendously  ovei 
valued:  Of  the  358  people 
identified  as  billionaires  in  tr 
latest  Forbes  world  survey 
(July  18, 1994),  24  were  Me* 
can — a  percentage  out  of  all 
proportion  to  Mexico's  placet 
in  the  world  economy. 
Valuing  the  peso  at  just 
over  3  to  the  dollar  made 
them  seem  relatively  richer 
than  they  really  were  in 
global  terms. 

The  paper  losses  these 
people  have  suffered  so  far     - 
weigh  lightly  compared  with 
those  of  the  many  who  will 
lose  their  jobs  or  submit  to  a 
drop  in  an  already  low  stan- 
dard of  living.  But  not  all  will 
come  through  as  handily  as 
Carlos  Slim  Helu.  With  the 
peso  at  5.7  to  the  dollar  and 
the  Mexico  City  Bolsa  down 
about  21%  from  its  1994  high! 
here  are  our  revised  esti- 
mates of  the  net  worths  of  th 
richest  Mexicans. 
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100%  rate.  With  60%  interest  he  is 
comfortably  cushioned  against  a  fur- 
ther devaluation.  The  peso  would 
have  to  fall  below  9.1  to  the  dollar 
before  he  would  lose  money. 

No  doubt  critics  will  accuse  him  of 
profiting  from  his  country's  distress. 
In  fact,  by  borrowing  dollars  against 
his  future  output  he  is  lending  sup- 
port to  the  government's  efforts  to 
bolster  the  currency.  He  bets  big 
money  that  the  government  will  be 
able  to  keep  inflation  from  erasing  the 
positive  aspects  of  the  devaluation. 
Some  reasons  he  expects  the  currency 
to  eventually  stabilize  and  thus  con- 
firm the  wisdom  of  his  bet  on  the  peso 
at  its  depressed  levels: 

"We  will  have  import  substitution, 

not  because  of  protectionism  but  be- 

cnltause  of  the  undervalued  peso.  Do- 

:1%nestic  demand  will  drop,  but  more  of 

i  t  will  flow  into  Mexican  products. 

ATithin  the  year  our  S20  billion  trade 

deficit  will  disappear."  Slim  expects 

ncreased  exports  of  his  aluminum  and 

.upper.  Domestic  demand  will  grow 

or  his  Mexican  cigarettes  and  tires. 

Pretty  sanguine,  that,  from  a  man 

*  °  vho,  by  Forbes'  reckoning,  has  seen 

lis  paper  wealth  dwindle  by  around 

to    54  billion  in  less  than  a  year  (see  table, 

^wipposite) .   Of  the  24  Mexicans  we 

*•*   :ounted  as  billionaires  last  year,  only 

k<i*  10  would  still  make  the  cut. 

iwy      The  Slim  fortune  was  hard  hit  by 

•**■  he  currency'  devaluation.  But  Grupo 

bdi  3arso  is  better  off  than  many  big 

sptoet  Mexican  companies  that  ran  up  a  lot 

>f  dollar  debt  and  now  must  service  it 

vith  a  peso  that  has  lost  almost  half  its 

alue.  Grupo  Carso  has  only  about 

•  130  million,  or  12%,  of  its  debt 

lenominated  in  dollars. 

Not  all  of  the  24  will  ride  out  the 
risis  as  handily  as  Slim.  The  Zam- 
•rano  family's  Cemex,  the  interna- 
edwi  ional  cement  giant,  has  nearly  S3 
io*l  >illion,  or  90%,  of  its  debt  denominat- 
irtft  d  in  dollars.  Big  Mexican  banks  are 
ist»  aught  between  deteriorating  loan 
lit  Portfolios  and  the  skyrocketing  cost 
ullj*  >f  money.  And  they  face  tougher 
th*  ompetition  as  the  crisis  forces  the 
ill**  overnment  to  open  the  financial  sys- 
satx  :m  to  foreign  banks. 
$4M  Financial  panics  paralyze  most  peo- 
esfr  (le.  They  freeze.  Those  who  act  bold- 
and  positively  serve  both  their 
untries  and  themselves.  Carlos  Slim 
capitalism  at  its  best.  H 
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As  fast  as  the  cops  shut  down 
one  penny  stock  bucketer,  the  boys 
regroup  under  a  different  name— and  then 
the  game  starts  all  over  again. 

Gall  me 

Dickinson 


By  Amy  Feldman  and  Neil  Weinberg 

The  Greek  god  Proteus  had  the 
power  of  assuming  whatever  shape 
suited  him.  Thus  the  word  protean, 
the  ability  to  change  form. 

The  bucket  shop  industry  is  noth- 
ing if  not  protean.  No  sooner  do 
scandal  and  the  authorities  shut  down 
one  bucketer,  than  the  personnel  sim- 
ply regroup  under  a  new  name  and 
continue  their  larcenous  ways. 

Dickinson  &  Co.  was  a  struggling 
Iowa-based  regional  brokerage 
whose  owner  was  bankrupt  when  a 
group  led  by  T.  Marshall  Swartwood 
took  it  over  in  1990.  Swartwood  has 
long-standing  ties  to  Eugene  Mulvi- 
hill,  owner  of  Mayflower  Securities 
and  mentor  to  the  notorious  Robert 


Brennan  (Forbes,  Oct.  26,  1992).  A 
burly  ex -Marine,  Swartwood  has 
transformed  Dickinson  into  one  of 
the  nation's  hottest  peddlers  of 
worthless  and  near  worthless  securi- 
ties, with  22  offices  and  over  200 
brokers.  Nearly  half  of  Dickinson's 
offices  are  run  by  salespeople  who 
once  plied  their  trade  at  now  defunct 
bucket  shops  J.W.  Gant  and  F.N. 
Wolf,  two  of  the  sleaziest  outfits  ever 
driven  out  of  the  industry. 

F.N.  Wolf  traces  its  disreputable 
lineage  to  Robert  Brennan's  First  Jer- 
sey Securities,  long  since  out  of  the 
penny-stock  business.  Last  year  Wolf 
went  out  of  business  amidst  a  National 
Association  of  Securities  Dealers  in- 
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Dickinson  &  Co. 

vestigation  of  its  penny  stock  sales 
practices,  while  closely  linked  Hibbard 
Brown  was  banned  by  the  nasd  on  the 
grounds  that  its  markups  were  exces- 
sive— which  indeed  they  were.  J.W. 
Gant  (May  13,  1991)  was  shut  down 
by  the  NASD  in  1993  for  similar  sins. 

Now  Dickinson  &  Co.  The  name  is 
different,  but  the  pitch  is  almost  un- 
changed. Dickinson  uses  a  two-call 
system.  The  first  call  is  relatively  low 
key:  "I'm  so-and-so  and  from  time  to 
time  I  get  some  very  good  stocks;  may  I 
call  you  when  I  next  get  one?" 

The  second  call  is  the  hard  sell: 
"I'm  not  calling  you  today  to  play 
games  or  waste  your  time.  I  have  what 
I  believe  is  a  very  exceptional  situa- 
tion. I'm  only  offering  it  to  my  best, 
select  clients,  and  a  few  prospective 
clients  like  yourself." 

Swartwood  knows  the  pitch  well. 
Decades  back,  while  living  in  Chat- 
ham, N.J.,  he  met  Eugene  Mulvihill. 
Swartwood  sat  on  the  board  of  Mulvi- 
hill's  Great  American  Recreation,  a 
New  Jersey  amusement  park  opera- 
tor; his  lover  still  does.  Mulvihill  and 
Brennan  have  made  millions  on  Great 
American  and  other  properties,  while 
others  have  lost  their  shirts.  Among 
the  losers  are  trusts  managed  by  Dem- 
ocratic Party  hostess  and  now  Ambas- 
sador to  France  Pamela  Harriman 
(Forbes,  Jan.  2). 

Dickinson  has  done  a  total  of  six 
underwritings  for  companies  that 
have  been  affiliated  with  Robert  Bren- 
nan: Great  American  and  Digital 
Products. 

Kurt  Novey,  30,  was  Gant's  senior 
vice  president  of  investments  and  is 


now  Dickinson's  national  sales  man- 
ager. One  sales  script  provided  to 
Forbes  even  has  J.W.  Gant  scribbled 
out  and  replaced  with  "Dickinson 
&Co." 

Ask  William  Johnson,  57,  what 
happens  to  people  who  respond  to  the 
Dickinson  two-call  pitch.  From  Janu- 
ary 1993  to  August  1994  the  Los 
Angeles  engineer  spent  over  $60,000 
on  stocks  from  a  cold-calling  Dickin- 
son broker.  Most  of  the  money  went 
into  computer  maker  Photonics.  If 
Johnson    could    sell    his    remaining 


Dickinson  &  Co.,  a  once 
sleepy  brokerage,  has 
provided  a  haven  for 
scores  of  brokers 
from  bucket  shops 
run  out  of  business. 


stocks  today  he  might — might — get 
back  $28,000. 

An  investor  who  on  opening  day  split 
$100,000  equally  among  each  of  Dick- 
inson's most  recent  ten  underwrit- 
ings— all  since  late  1993 — would  have 
already  lost  a  quarter  of  his  money. 

Dickinson's  most  dubious  initial 
public  offering:  Dickinson.  Last  May 
it  raised  $4.5  million  for  itself  selling 
625,000  units.  Those  $4  shares  re- 
cently traded  at  $2.50.  You  would 
have  to  be  hopelessly  naive  to  think 
them  a  bargain  at  that  price. 

The  cops  are  starting  to  take  notice 
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of  Dickinson.  Last  month  Mark  H; 
mel,  a  former  Dickinson  broker,  pie 
guilty  to  criminal  fraud  for  failing  t 
disclose  $233,000  in  kickbacks  to  se 
shares  of  Fairmont  Resources,  an  ur 
registered    Canadian    penny    stocl: 
Dickinson's  Boston  branch  manage 
John  Laurienti,  a  former  Gant  mai 
received  commissions  and  overridt 
on  the  trades,  the  state  of  Massachi 
setts  charged.  By  the  time  the  new 
broke,  Dickinson  had  closed  its  Bo:j 
ton  office  and  moved  Laurienti  t  i 
New  York  to  run  that  Dickinson  o  I 
fice.  Laurienti  has  agreed  to  retur 
$3.7  million  and  pay  a  $20,000  fine  t 
settle  the  charges. 

In    Dallas   the   Securities   &   E> 
change     Commission     this     mont 
launched  an  unannounced  audit,  acijw 
cording   to   brokers   there.   Nevad; :  JThe 
Kansas  and  Pennsylvania  have  ahead'  xii 
charged  Dickinson  with  securities  v 
olations  since  Swartwood  took  over: 

But  these  chaps  are  pretty  clever  j 
eluding  the  cops.  Last  summer  F.M  > 
Wolf,  the  authorities  hot  on  its  trai  ail 
sold  its  Charlotte,  N.C.,  La  Jolki  A 
Calif,  and  Metairie,  La.  branches  t  j  il 
Dickinson.  Each  branch  manage]  m 
trod  the  same  career  path — First  Jen  «( 
sey,  F.N.  Wolf  and  now  Dickinson. 

"We  do  not  conduct  businej 
along  the  lines  of  the  nefarious  penni 
stock  brokers  or  so-called  bucktjico! 
shops,"  insists  Thomas  Swartwooc 
the  boss'  son  and  the  in-house  Diet 
inson  lawyer. 

If  you  believe  that,  you'll  believ 
anything.  Beware  Dickinson.  Bewar 
the  broker  with  the  two-call  tech 
nique.  ■ 
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A  sampling  of  Dickinson  offerings 

Company 

Business 

Date  of 

Offering 

Recent 

Annualized 

offering 

price* 

price 

gain/loss  from 
offering  price 

Dickinson  Holding 

brokerage 

5/94 

$4.00 

2% 

-48% 

Digital  Products 

prisoner  monitoring  products 

2/92 

12.00 

7/l6 

-68 

Great  American  Recreation 

recreation  park 

3/94 

0.55 

%2 

-80 

Hammers  Plastic  Recycling 

recycled  plastics 

9/93 

2.75 

2'/4 

-15 

Harold's  Stores 

specialty  apparel  retailer 

7/93 

6.75 

10 

49 
-22 

Mobile  Mini 

storage  container  maker 

2/94 

4.50 

3% 

Polish  Telephones 

telecomm  equipment 

8/94 

7.00 

3% 

-80 

Senior  Tour  Players 

golf  course  developer/operator 

11/94 

5.00 

29/l6 

-99 

TNC  Media 

publisher  of  Pike  County  Dispatch 

11/91 

4.13 

23/4 

-13 

Trinity  Biotech! 

AIDS  testing 

10/92 

4.40 

21/ie 

-29 

Recent  prices  as  of  12/30/94. 

"Offering  price  for  issues  sold  as  common  shares;  openi 

ng  price  for  shares  sold  as  part  of  units. 

tADRs. 

Sources:  Company  prospectuses;  Bloomberg. 

Cold-calling 
brokers  stake 
their  reputations 
on  deals  like 
these.  So  much 
for  their 
reputations. 
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After  passing  up  Bally,  ITT  is  buying  Caesars  World, 
The  giant  conglomerate  may  be  betting  on 
the  wrong  casino. 

The  one  that 


got  away 

ram 

By  Rita  Koselka 

It  El  Less  than  two  years  ago  ITT  Corp.   I 
mi. could  have  bought  Bally  Entertain 
i  ment  Corp.'s  three  gambling  casinos. 
;  id;  The  deal  fell  through,  and  in  Decern 
ireadber  ITT  bought  Caesars  World  and  its 
three  Roman-themed  casinos  in  Las 
a  Vegas,  Atlantic  City  and  Lake  Tahoe. 
ever;  i     itt  may  well  have  passed  up  the 
>better  deal.  It  could  have  had  Bally's 
ambling  operations  for  around  S850 
i  loll  (million  in  cash  plus  assumption  of 
;hetS260   million  in  debt.   Instead  ITT 
licigi  agreed  to  pay  almost  twice  as  much 
list  Jc  for  Caesars — $1.7  billion  in  cash  and 
nsoi  about  SI 50  million  in  assumed  debt. 
HEiieiSfet  the  two  companies  are  almost 
identical  in  revenues  and  operating 
ncome  from  gambling  operations. 
Why  did  ITT  let  Bally  slip  through 
,e  Did  -ts  fingers?  It  would  appear  that  ITT 
Chief  Executive  Rand  Araskog  and 
lis  aides  were  looking  at  Bally's  past 
Bewt  rather  than  at  its  potential.  In  that,  he 
I  -ed  vas  not  alone.  Even  today  the  market 
I  /alues  Bally's  entire  common  capital- 
ization at  about  S300  million — just  a 
taction  of  the  probable  market  value 
)f  its  properties. 

Bally  Chief  Executive  Arthur  Gold- 
berg says  Araskog  flip-flopped  on 
inM)ck  vhether  he  wanted  all  three  of  its 
:asinos  in  Las  Vegas  and  Atlantic  City 
jj,  )r  just  the  Bally  Grand  in  Las  Vegas. 
joldberg  says  he  insisted  on  the  pack- 
ige  deal.  Through  a  spokesman,  ITT 
onfirms  that  in  the  end  it  was  inter- 
red only  in  the  Las  Vegas  casino. 

Goldberg's  argument  was  that  in 
•asinos,  as  in  a  Monopoly  game,  a 
jompany  gains  by  having  properties 
n  all  the  squares  of  the  same  color, 
at  is,  in  all  the  major  gambling 
enters.  Why?  Because  Goldberg  feels 
ere  is  brand-name  value  that  can  be 


lit 

totk* 

Ike 


the  slot  machines,  which  are  the  fast- 
est-growing part  of  gambling.  Cae- 
sars caters  to  lots  of  high  rollers, 
seeking  to  attract  the  sort  of  customer 
who  might  bet  $20,000  on  a  baccarat 
hand.  When  the  house  is  doing  well — 
as  it  does  in  the  long  run — Caesars 
rolls  net  margins  just  a  little  over  7%. 
But  when  the  high  rollers  win — as 
inevitably  they  will  from  time  to 
time — Caesars'  earnings  can  come  up 
snake  eyes  for  an  entire  quarter.  Earn- 
ings in  the  first  quarter  of  its  1995 
fiscal  year,  for  example,  are  down  20% 
from  the  year  earlier. 

Ballv's  customers  aren't  usually  the 


Gambling  head  Wallace  Barr,  Chairman  Arthur  Goldberg  and  Chief  Financial  Officer  Lee  Hillman 
"I  don't  know  if  Bally  will  be  a  buyer  or  be  bought.  Hopefully,  a  buyer." 


exploited  better  with  multiple  loca- 
tions. Araskog  must  have  come  to 
agree,  for  with  Caesars  World  he  is 
buying  the  whole  company. 

itt  may  also  have  overlooked  Bal- 
ly's potential  strengths.  Bally  is  in  a 
part  of  the  market  that  promises  supe- 
rior growth.  Whv?  Gambling  casinos 
aren't  homogeneous.  Caesars  World 
runs  a  different  sort  of  gambling  en- 
terprise than  Bally. 

For  one  thing,  Bally's  clients  love 


sheikhs,  European  playboys  and  Japa- 
nese multimillionaires  who  patronize 
Caesars,  but  neither  are  they  hoi  pol- 
loi.  A  cut  down  from  the  players  at 
Caesars  World,  they  are  several  cuts 
higher  on  the  income  scale  than  the 
family  crowd  that,  say,  Circus  Circus 
draws.  While  the  superrich  may  be 
getting  richer,  they  are  not  increasing 
all  that  fast  in  numbers.  There  are  a  lot 
more  prospective  customers  in  Bally's 
part  of  the  market  than  in  Caesars'. 


,30,1 
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Bally  Entertainment 


But  Bally's  strengths  have  gone 
largely  unrecognized,  in  good  part 
because  the  company  was  such  a  mess 
just  a  few  years  back.  Under  Gold- 
berg, Bally  has  come  a  long  way  from 
the  mismanaged,  junkiest-of-the- 
junk-indebted  outfit  that  he  took 
over  in  1990.  At  that  time  some  of  its 
bonds  were  selling  for  as  little  as  10 
cents  on  the  dollar,  and  its  whole 
common  stock  capitalization,  at  $2  a 
share,  was  only  $80  million.  Bally's 
board  had  just  ousted  management 
and  installed  Goldberg,  the  principal 
stockholder,  with  9%  of  the  stock,  as 
the  "temporary"  chief  executive. 

By  the  time  ITT  and  Bally 
started  talking  in  1993,  results 
from  the  turnaround  were  just 
beginning  to  show.  Goldberg 
had  sold  or  spun  off  assets, 
refinanced  Bally's  debt  and  in- 
vested in  upgrading  its  seedy 
casino  properties.  Among  the 
assets  that  went  was  the  slot 
machine  manufacturing  oper- 
ation on  which  Bally  was 
founded  in  1931.  Its  health 
club  chains,  including  Jack  La- 
Lanne  and  Vic  Tanny,  will  be 
spun  off.  Goldberg  reduced 
debt  on  Bally's  casinos  from 
$1.6  billion  to  $1  billion  and 
refinanced  to  cut  interest  costs 
from  $230  million  in  1990  to 
$130  million  last  year.  "The 
dice  sure  rolled  their  way  on 
their  refinancings,"  says  Mer- 
rill Lynch  high-yield  analyst  ■■■ 
Richard  Byrne.  "They  timed 
every  market  opening  perfectly." 

With  all  of  those  moves,  Goldberg 
increased  operating  earnings — before 
interest,  taxes,  depreciation  and  am- 
ortization— to  $225  million  in  1994, 
up  25%  over  1993  (partly  thanks  to 
the  consolidation  of  the  Las  Vegas 
casino). 

To  upgrade  the  casinos,  gambling 
head  Wallace  Barr  tossed  out  the  old 
Bally-made  slot  machines  and  re- 
placed them  with  up-to-date  ma- 
chines from  former  competitor  Inter- 
national Game  Technology.  He  re- 
duced the  number  of  slot  machines, 
replacing  the  assembly  line  look  with  a 
more  spacious  ambiance  and  increas- 
ing the  number  of  $50  and  $100 
machines.  Slot  revenues  were  up  10% 
last  year  in  Bally's  Park  Place,  already 
the  most  profitable  casino  on  Atlantic 


City's  famous  Boardwalk,  despite 
competition  from  Donald  Trump's 
Taj  Mahal  and  Promus'  Harrah's. 

Down  the  Boardwalk  at  the  Bally 
Grand,  formerly  the  Golden  Nugget, 
Barr's  slot  renovations  increased  earn- 
ings 15%  in  the  last  quarter  of  1994. 
Bally  is  adding  30%  more  gambling 
space  to  the  Grand  by  April,  thanks  to 
loosened  New  Jersey  regulations. 

In  Las  Vegas,  flashy  new  casinos 
such  as  the  mgm  Grand  and  Mirage's 
Treasure  Island  have  opened  in  the 
last  18  months.  Fighting  back,  Gold- 
berg built  a  high-tech  new  entrance  to 
the  Bally  Grand,  with  moving  side- 


Bally's 
Like  a 


Park  Place  on  Atlantic  City's  Boardwalk 

Monopoly  game  come  to  life.  Take  your  chance 


walks,  fountains  and  laser  lights. 
Walk-in  business  is  up  20%  since  its 
completion  last  July.  A  monorail  to 
the  mgm  Grand  is  planned  for 
this  year. 

Bally  has  also  been  active  in  the 
newly  opened  jurisdictions.  It  had 
one  of  the  first  "riverboats"  in  Tunica 
County,  Miss.,  just  south  of  Mem- 
phis. "Tunica  was  a  disappointment 
but  a  good  education  for  us,"  says 
Wally  Barr,  rolling  his  eyes.  Accord- 
ing to  Dean  Witter's  Joseph  Cocci- 
miglio,  three  of  the  first  13  "river- 
boats"  in  Tunica  have  sunk  or  moved. 
But  Tunica  wasn't  a  disaster  for  Bally. 
"The  good  news  is  we  didn't  spend 
too  much  money,"  chips  in  Gold- 
berg. He  is  hoping  to  recoup  his 
investment. 

Goldberg  hasn't  given  up  on  river- 


boats.   He  says  that  New  Orlean  I 
where  he  expects  to  open  a  riverbo;! 
in  early  1995,  will  be  different.  Unlik' 
Mississippi,  Louisiana  has  authorize 
only   15   riverboats  throughout  thJ 
state.  Bally  won  a  license,  beating  oil 
the  likes  of  itt  Sheraton  and  Donal 
Trump.  Goldberg  says  he  plans  o 
investing  at  most  $44  million  in  th 
operation  and  getting  his  money  oi 
in  two  or  three  years. 

Is  Goldberg  fattening  Bally  to  put 
on  the  block  at  a  better  price  than 
would  have  fetched  from  itt?  Prob.l 
bly  Goldberg  doesn't  know  the  ar 
swer  himself.  He  is  the  consummai 
pragmatist.  In  Goldberg 
game,  the  winner  is  the  or 
who  ends  up  with  the  mo  I 
money. 

Either  way,  Bally  has  lots  (I 
upside  potential.  At  the  mult  I 
pie  of  operating  cash  flow  thj 
itt  has  agreed  to  pay  for  Cac 
sars  World,  Bally's  gamblim 
operations  are  worth  $1.8  bij 
lion  today — less  its  $1  billicf 
in  debt — not  the  $300  millic 
at  which  the  market  values  till 
company. 

At  times  Goldberg  certainil 
acts  as  if  he  wants  to  expanl 
rather  than  sell  out.  Last  sum 
mer  he  had  Bally  buy  400, 0CJ 
Caesars  shares  at  around  $3': 
He  is  sure  to  tender  them  i| 
itt  for  about  $67.50. 
would  have  preferred  to  owJ 
the  company  [Caesars],"  sa/ 
a  dapper,  and  now  riche) 
Goldberg,  "but  not  at  that  price." 

Goldberg  also  had  Bally  buyinj 
shares  in  Circus  Circus  (Forbes,  Am 
11,  1994),  widely  viewed  as  vulnerj 
ble  to  takeover.  This  move  sufficient] 
unsettled   the   Circus   Circus   boa; 
that  it  ousted  founder  and  Chief  E 
ecutive  William  Bennett  and  replace] 
him  with  Clyde  Turner.   Goldbe 
sold  his  s*take  at  a  profit  of  $4  millio  I 
Consolidation  is  the  order  of  tl 
day  in  the  casino  business.  As  mo 
places  open  to  gambling,  the  big  pla 
ers  seek  to  capitalize  on  brand  nam  | 
and  loyal  followings  by  building 
acquiring  in  new  locations.  This 
most  guarantees  that  Bally  will  have 
expand  or  sell  out.  Only  one  thing  I 
certain:  If  it  sells  out,  it  will  be  for  a  1 
more  than  the  $1.1  billion  deal  th| 
itt  walked  away  from  in  1993. 


50 


Forbes  ■  January  30,  19' 


11 
d 

d 


*zJL#^-3B}m%&8 


■  , 


^ghwat...        Where 


n 


M& 
% 

i 


1 


m 


Bally  Entertainment 

Rut  Bally's  strengths  have  gone 
largely  unrecognized,  in  good  part 
because  the  company  was  such  a  mess 
just  a  few  years  back.  Under  Gold- 
berg, Bally  has  come  a  long  way  from 
the  mismanaged,  junkiest-of-the- 
junk-indebted  outfit  that  he  took 
over  in  1990.  At  that  time  some  of  its 
bonds  were  selling  for  as  little  as  10 
cents  on  the  dollar,  and  its  whole 
common  stock  capitalization,  at  $2  a 
share,  was  only  $80  million.  Bally's 
board  had  just  ousted  management 
and  installed  Goldberg,  the  principal 
stockholder,  with  9%  of  the  stock,  as 
the  "temporary'"  chief  executive. 

By  the  time  ITT  and  Bally 
started  talking  in  1993,  results 
from  the  turnaround  were  just 
beginning  to  show.  Goldberg 
had  sold  or  spun  off  assets, 
refinanced  Bally's  debt  and  in- 
vested in  upgrading  its  seedy 
casino  properties.  Among  the 
assets  that  went  was  the  slot 
machine  manufacturing  oper- 
ation on  which  Bally  was 
founded  in  1931.  Its  health 
club  chains,  including  Jack  La- 
Lanne  and  Vic  Tanny,  will  be 
spun  off.  Goldberg  reduced 
debt  on  Bally's  casinos  from 
$1.6  billion  to  $1  billion  and 
refinanced  to  cut  interest  costs 
from  $230  million  in  1990  to 
$130  million  last  year.  "The 
dice  sure  rolled  their  way  on 
their  refinancings,"  says  Mer- 
rill Lynch  high-yield  analyst  ^H 
Richard  Byrne.  "They  timed 
every  market  opening  perfectly." 

With  all  of  those  moves,  Goldberg 
increased  operating  earnings — before 
interest,  taxes,  depreciation  and  am- 
ortization— to  $225  million  in  1994, 
up  25%  over  1993  (partly  thanks  to 
the  consolidation  of  the  Las  Vegas 
casino). 

To  upgrade  the  casinos,  gambling 
head  Wallace  Barr  tossed  out  the  old 
Bally-made  slot  machines  and  re- 
placed them  with  up-to-date  ma- 
chines from  former  competitor  Inter- 
national Game  Technology.  He  re- 
duced the  number  of  slot  machines, 
replacing  the  assembly  line  look  with  a 
more  spacious  ambiance  and  increas- 
ing the  number  of  $50  and  $100 
machines.  Slot  revenues  were  up  10% 
last  year  in  Bally's  Park  Place,  already 
the  most  profitable  casino  on  Atlantic 
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THE     BUSINESS     PORTFOLIO 


In  The  Age  Of  The  Information  Highway, 
Here's  Where  You  Pull  In  For  The  Night: 
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ARIZONA 

Hyatt  Regency  Phoenix  ■ 

Hyatt  Regency  Scottsdale  Resort  • 

CALIFORNIA 

Hyatt  Regency  Alicante  (Anaheim)  ■ 

Hyatt  at  Fisherman's  Wharf  (San  Francisco)  ■ 

Hyatt  Grand  Champions  Resort  • 

Hyatt  Regency  Irvine  ■• 

Hyatt  Islandia  (San  Diego)  ■• 

Hyatt  Regency  La|olla  ■• 

Hyatt  Regency  Long  Beach  ■• 

Hyatt  Regency  Los  Angeles  ■• 

Hyatt  at  Los  Angeles  Airport  ■  • 

Hyatt  Regency  Monterey  • 

Hyatt  Newporter  (Newport  Beach)  ■ 

Hyatt  Regency  Suites  Palm  Springs 

Hyatt  Rickeys  (Palo  Alto)  ■ 

Hyatt  Regency  Sacramento  ■• 

Hyatt  Regency  San  Diego  ■•* 

Hyatt  Regency  San  Francisco  ■  • 

Hyatt  Regency  San  Francisco  Airport  ■• 

Grand  Hyatt  San  Francisco  »•• 

Park  Hyatt  San  Francisco 

Hyatt  San  Jose  ■ 

Hyatt  on  Sunset  (Los  Angeles)  ■ 

Hyatt  Westlake  Plaza  ■  • 

CANADA 

Hyatt  Regency  Vancouver  ••« 

COLORADO 

Hyatt  Regency  Beaver  Creek  Resort 

Hyatt  Regency  Denver  ■  • 

Hyatt  Regency  Tech  Center  (Denver)  ■  • 

CONNECTICUT 

Hyatt  Regency  Greenwich  ■  • 

DISTRICT  OF  COLUMBIA  AREA 

Hyatt  Arlington  ■ 

Hyatt  Regency  Bethesda  ■ 

Hyatt  Regency  Crystal  City  ■ 

Hyatt  Dulles  ■ 

Hyatt  Fair  Lakes  ■ 

Hyatt  Regency  Reston  ■  • 

Grand  Hyatt  Washington  ■• 

Park  Hyatt  Washington 

Hyatt  Regency  Washington  ■• 

FLORIDA 

Hyatt  Regency  Coral  Gables  (Miami)  ■ 

Hyatt  Regency  Grand  Cypress  • 

Hyatt  Key  West  Resort  and  Marina 

Hyatt  Regency  Miami  • 

Hyatt  Orlando 

Hyatt  Regency  Orlando  International  Airport  ■ 

Hyatt  Sarasota  ■ 

Hyatt  Regency  Tampa  ■ 

Hyatt  Regency  Westshore  (Tampa  lnt'l  Airport)  ■• 

GEORGIA 

Hyatt  Regency  Atlanta  ••<. 

Hyatt  Regency  Savannah  ■ 

Hyatt  Regency  Suites  Perimeter 

Northwest  (Atlanta)  ■ 

HAWAII 

Hyatt  Regency  Kauai  Resort  • 

Hyatt  Regency  Maui  Resort  • 

Hyatt  Regency  Waikiki  Resort  • 

ILLINOIS 

Hyatt  Regency  Chicago  ■  • 

Hyatt  Deerfield  ■ 

Hyatt  Lisle  ■ 

Hyatt  Regency  Oak  Brook  ■•* 


Hyatt  Regency  O'Hare  (Chicago)  ■•  a 

Hyatt  on  Printers  Row  ■ 

Hyatt  Regency  Woodfield  ■  a 

Park  Hyatt  Chicago 

INDIANA 

Hyatt  Regency  Indianapolis  ■ 

KENTUCKY 

Hyatt  Regency  Lexington  ■• 

Hyatt  Regency  Louisville  ■  • 

LOUISIANA 

Hyatt  Regency  New  Orleans  ■• 

MARYLAND 

Hyatt  Regency  Baltimore  ■• 

Hyatt  Regency  Bethesda  ■ 

MASSACHUSETTS 

Hyatt  Regency  Cambridge  ■• 

Harborside  Hyatt  Conference 

Centers  Hotel  (Boston)  ■ 

MICHIGAN 

Hyatt  Regency  Dearborn  ■ 

MINNESOTA 

Hyatt  Regency  Minneapolis  ■  •« 

MISSOURI 

Hyatt  Regency  Crown  Center  (Kansas  City)»» 

Hyatt  Regency  St.  Louis  •  •« 

NEVADA 

Hyatt  Regency  Lake  Tahoe  Resort  and  Casino* 

NEW  IERSEY 

Hyatt  Regency  New  Brunswick  ■ 

Hyatt  Regency  Princeton  ■  t 

NEW  MEXICO 

Hyatt  Regency  Albuquerque  •  •* 

NEW  YORK 

Hyatt  Regency  Buffalo  ■ 

Grand  Hyatt  New  York  ■• 

Hyatt  Regency  Rochester  ■• 

NORTH  CAROLINA 

Hyatt  Charlotte  ■ 

OHIO 

Hyatt  on  Capitol  Square  (Columbus)  ■• 

Hyatt  Regency  Cincinnati  ■• 

Hyatt  Regency  Columbus  ■• 

PENNSYLVANIA 
Hyatt  Regency  Pittsburgh  ■ 

SOUTH  CAROLINA 

Hyatt  Regency  Greenville  ■ 

Hyatt  Regency  Hilton  Head  Resort* 

TENNESSEE 

Hyatt  Regency  Knoxville  ■ 

TEXAS 

Hyatt  Regency  Austin  ■ 

Hyatt  Regency  Dallas  ■  • 

Hyatt  Regency  DFW«« 

Hyatt  Regency  Hill  Country  Resort  (San  Antonio)  • 

Hyatt  Regency  Houston  ■ 

Hyatt  Regency  San  Antonio  ■  a 

VIRGINIA 

Hyatt  Arlington  ■ 

Hyatt  Regency  Crystal  City  ■ 

Hyatt  Dulles  ■ 

Hyatt  Fair  Lakes  ■ 

Hyatt  Regency  Reston  ■  • 

Hyatt  Richmond  ■ 

WASHINGTON 

Hyatt  Regency  Bellevue  (Seattle)  ■• 

WISCONSIN 

Hyatt  Regency  Milwaukee  ■ 


8 
a 

ByF 

jj 

Ston 

,;:.■• 

i 
Doi 
to 
ib 

V 

part 
Ian 
iSl 


The  above  Hyatt  hotels  and  resorts  are  participants  in  the  Million  Mile  Celebration 

Indicates  Hyatt  Business  Plan  available         •  Indicates  Regency  Club  available  a  Indicates  Touch  and  Go  available 

Gold  Passport  and  l-800-CHECK-IN8  are  available  at  all  locations. 


To  Book  Your  Next  Business  Trip  With  Us, 
Call  Your  Travel  Planner  Or  Hyatt  At  1-800-233-1234. 
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Skeptics,  Forbes  among  them,  were  ready  to  write  off 
McDonnell  Douglas  a  few  years  ago.  Did  we  get  it  wrong. 

Roast  crow, 
anyone? 


By  Howard  Banks 

As  Shakespeare's  Henry  V  chatted 
up  his  troops  in  the  wee  hours  before 
the  Battle  of  Agincourt,  so  Harry  C. 
Stonecipher  often  spends  early  morn- 
ings wandering  the  factory  floors  and 
talking  shop  with  the  workers  at  Mc- 
Donnell Douglas  Co.'s  jet  airliner 
factor}'  in  Long  Beach,  Calif.  "That's 
where  you  find  out  what's  going  on," 
says  Stonecipher,  who  spends  a  good 
part  of  his  time  in  Long  Beach  rather 
than  in  md's  corporate  headquarters 
in  St.  Louis. 

Stonecipher,    58,    is    McDonnell 


Douglas'  new  chief  executive,  ap- 
pointed last  September.  He  is  a  clear 
break  with  the  past.  McDonnell 
Douglas  was  created  from  a  merger  of 
two  pioneering  aviation  firms,  each 
headed  by  a  commanding  figure — 
Douglas  by  Donald  W.  Douglas,  Mc- 
Donnell by  James  S.  McDonnell. 
Stonecipher  succeeded  John  F.  Mc- 
Donnell, 56,  a  son  of  one  of  the 
founders,  so  he  is  the  first  nonfamily 
member  to  head  the  company. 

Stonecipher,  who  began  as  a  lab 
technician  at  GM's  Allison  division, 


Harry  Stonecipher,  McDonnell  Douglas'  new  chief  executive 

In  his  wish  to  beat  Airbus  Industrie  he  wields  a  potent  weapon. 


brbes  ■  January  30,  1995 


made  his  mark  turning  around  Sund- 
strand  Corp.,  maker  of  aerospace  and 
industrial  products  (Forbes,  Nov.  23, 
1992).  Before  Sundstrand,  he  worked 
at  GE,  eventually  heading  manufactur- 
ing for  its  jet  engine  business. 

Just  a  few  years  back,  McDonnell 
Douglas  was  in  bad  shape,  but  Harry 
Stonecipher  takes  over  a  much 
strengthened  company.  With  defense 
orders  shrinking  and  with  McDonnell 
Douglas'  jetliner  business  crowded  by 
Boeing  and  Europe's  Airbus  Indus- 
trie, John  McDonnell  had  to  wield  a 
sharp  ax.  As  revenues  faded  from 
$18.1  billion  in  1991  to  around 
$13.5  billion  in  1994,  he  succeeded 
in  cutting  costs  even  faster.  He  thus 
disappointed  a  lot  of  people  who  were 
predicting  that  McDonnell  Douglas 
wouldn't  survive  in  the  airliner  mar- 
ket. Forbes  had  been  among  the 
skeptics,  saying  in  June  1992  that 
John  McDonnell  was  rapidly  running 
out  of  cards  to  play.  Stonecipher 
laughs  as  he  acknowledges  that  he  had 
joined  in  that  earlier  speculation. 

John  McDonnell  proved  us  wrong. 
Excluding  unusual  items,  McDonnell 
Douglas  has  turned  from  a  loss  of 
$101  million  in  1990  to  earning  an 
estimated  $570  million  ($14.50  a 
share)  in  1994.  Debt  has  been  pared 
to  27%  of  total  capital;  the  cash  posi- 
tion now  exceeds  $260  million.  The 
stock  has  shot  from  under  $40  in  late 
1992  to  the  equivalent  of  $142  (after 
this  month's  3-for- 1  split,  the  stock  is 
currently  $47.50).  "The  financial 
strength  of  McDonnell  Douglas  is 
going  to  surprise  the  hell  out  of  peo- 
ple," Stonecipher  says. 

Not  everybody  is  yet  convinced, 
however,  that  the  company  can  con- 
tinue as  a  player  in  the  commercial  jet 
business.  Plastered  all  over  the  Long 
Beach  plant,  bearing  Stonecipher's 
picture  and  signature,  are  posters  say- 
ing "I  want  to  see  [McDonnell 
Douglas]  surpass  Airbus  Industrie 
and  become  No.  2." 

At  present  the  score  in  the  civilian 
market  for  jets  100  seats  and  over  is: 
McDonnell  Douglas  10%,  Airbus  38%, 
Boeing  50%.  So  Stonecipher  would 
seem  to  be  asking  the  impossible.  On 
the  other  hand,  Stonecipher  does  wield 
a  potent  weapon:  very  low  production 
costs.  The  work  force  at  Long  Beach  is 
now  12,000,  down  from  35,400  in  late 
1991.  The  plant,  Stonecipher  says,  has 
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McDonnell  Douglas 


cut  costs  so  much  that  it  now  makes  an 
operating  profit  in  commercial  jets  even 
though  it  is  delivering  only  a  relative 
handful  (an  average  of  2%  a  month  in 
1994,  down  from  6V2  a  month  in  1993 ) 
of  airliners  a  year. 

Much  rests  on  the  MD-95  program, 
the  latest  proposed  100 -seat  version  of 
McDonnell  Douglas'  170-seat  MD- 
80.  Originally  designed  25  years  back  as 
the  DC-9,  these  twin-engined  jets  are 
workhorses  in  the  short-  to  medium - 
range  market,  but  the  plane  needs  reju- 
venation if  it  is  to  compete  with  newer 
products  coming  from  Boeing,  Airbus, 
Daimler-Benz  Aerospace's  Fokker  sub- 
sidiary and  Britain's  Avro. 

McDonnell  Douglas  isn't  betting 
the  company  on  the  MD-95.  Half  the 
$1  billion  nonrecurring  development 
cost  is  for  engines  being  developed  in 
partnership  between  Britain's  Rolls- 
Royce  and  Germany's  BMW. 

Most  of  the  rest  of  the  investment  is 
to  be  laid  off  on  partners  who  will 
build  large  parts  of  the  airframe.  The 
MD-95's  wings,  for  instance,  are  to 
be  built  in  Korea  by  Halla  Engineer- 
ing and  Heavy  Industry  Ltd.  The 
plane  itself  would  be  assembled  at 
Love  Field,  Tex.  by  Dalfort  Aviation, 
a  subsidiary  of  closely  held  Astfaea 
Aviation,  a  move  that,  over  time,  is 
expected  to  bring  over  S50  million  in 
local  tax  breaks  and  other  subsidies. 

Add  up  the  contributions  of  the 
supplier/partners,  and  McDonnell's 
upfroni  costs  on  the  MD-95  work  out 
to  well  under  $200  million — small 
change  b\  industry  standards. 

But  shar  ng  the  costs  this  way  in- 
curs sizable  risks  for  McDonnell 
Douglas.  It  ill  become  heavily  de- 
pendent on  i  'ier  people's  ability  to 
deliver  while  sti  ca  Tying  full  market 
responsibility  for  the  plane.  For  exam- 
ple, the  RoIIs/bmw  engine  is  a  new 
type,  and  the  Korean  firm  has  no 
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An  artist's  rendition 
of  the  proposed 
100-seat  MD-95 
"We're  going 
to  produce  this 
aircraft  cheaper  by 
far  than  anybody 
else,"  Stonecipher 
vows. 


experience  in  the  tricky  area  of  mak- 
ing wings  (its  new  wing  plant  will  be 
built  alongside  its  shipyard).  As  for 
Dalfort,  it  has  plenty  of  experience  in 
overhauling  planes  but  none  manag- 
ing the  complicated  task  of  assem- 
bling them  from  scratch. 

Stonecipher  insists  the  risks  are 
worth  taking.  Worldwide  demand  for 
airliners  is  growing  at  5%  a  year  and 
money  can  be  made,  he  says,  by  stick- 
ing to  niche  markets.  At  least  800 
aircraft  of  the  MD-95  size  are  expect- 


"We're  looking  at  a  record 
year  [1994]  for  the  company, 
and  1995  is  going  to  be 
even  better." 


ed  to  be  needed  between  now  and 
2010.  He  also  says  low  costs  will  give 
his  company  a  big  marketing  edge. 
"We're  going  to  produce  this  aircraft 
cheaper  by  far  than  anybody  else,"  he 
says.  He  plans  to  sell  MD-95s  for 
around  $22  million  to  $23  million. 
Compare  the  MD-95's  price  tag  with 
the  up  to  $37  million  tag  for  a  compa- 
rable version  of  Boeing's  737,  or  $39 
million  for  the  A3 19  Airbus. 

The  customers  will  have  the  final 
say.  The  MD-95  has  been  tailored 
specifically  to  suit  Scandinavia's  SAS — 
long  a  Douglas  fan — but  John  Mc- 
Donnell indicates  that  board  approval 
for  the  MD-95's  go-ahead  requires 
more  than  just  SAS'  signing  up.  So  far 
no  other  airline  has.  Harry  Stone- 
cipher has  taken  personal  charge  of 
the  marketing  effort  for  the  MD-95. 

What  happens  if  he  lands  too  few 
additional  customers?  It's  likely  that 
McDonnell  Douglas  would  have  to 
abandon  the   business  that   Donald 


Douglas  once  dominated.  Doing  s 
would  be  an  ego-buster  for  this  prou 
company  and  cost  thousands  of  jol 
in  southern  California.  It  would  no 
however,  undermine  the  company. 

That's  because  the  militarv  side 
surprisinglv  healthy.  Stonecipher  sa^ 
the  F-15  fighter,  the  F/A-18  Na\ 
attack  aircraft,  the  T-45  trainer  an 
other  MD  military  craft  will  contini 
to  be  produced  at  low  volumes  fc 
years.  If  there  are  budget  cutbacks  c 
delays  to  new  programs  such  as  th 
Lockheed  F-22  fighter,  existing  Mc 
Donnell  Douglas  products  will  get 
renewed  lease  on  life.  Stonecipht 
also  says  his  company  has  solved  th 
technical  problems  with  the  C-l 
military  transport  and  is  getting  co: 
overruns  under  control.  Its  Delf 
rocket  continues  to  be  the  most  rel 
able  satellite  launcher. 

In  mid-December  Stonecipher  gc 
a  bonus.  The  U.S.  Claims  Court  rule 
that  the  Pentagon  had  erred  in  th 
way  it  canceled  a  program  in  earl1 
1991  to  develop  a  new  attack  plan 
(the  A- 12)  for  the  Navy.  McDonnec 
Douglas  wrote  off  $350  million  at  tht 
time,  and  its  partner,  General  Dynam 
ics,  $750  million.  Including  interest 
the  partners  claim  to  be  owed  aroun 
$2  billion,  though  they  will  not  spec 
ulate  how  much  they  may  get.  Th1! 
court  has  not  yet  ruled  on  this. 

With  its  military  business  hummin.i 
along,  McDonnell  Douglas  is  throw 
ing  off  nearly  $850  million  ($21 
share  before  a  January  3-for-l  stocc 
split)  a  year  in  free  cash  flow  afte. 
covering  interest,   dividends,   capit; 
outlays  and  an  unusual  1994  tax  pay; 
ment.  Out  of  this  it  could  easily  financ 
the  MD-95  if  it  went  ahead  with  tha, 
program.  Meanwhile,  it  is  giving  som 
of  the  money  back  to  shareholders 
The  company  announced  in  Octobe 
it  was  raising  the  dividend  and  woulc 
buy  back  about  1 5%  of  its  40  millioi 
shares  outstanding  before  the  split. 

"We're  looking  at  a  record  yea 
[  1994]  for  the  company,  and  1995  i 
going  to  be  even  better,"  says  Stone 
cipher.  He  likens  what's  happening  a 
McDonnell  Douglas  to  the  turn: 
around  at  Chrysler.  "Look,"  he  says 
rapping  the  table  for  emphasis.  "W< 
have  zero  downside  and  a  lot  of  up 
side."  Not  bad  for  a  company  oven 
which  the  short-sellers  were  swarm 
ing  just  a  couple  of  years  ago.         ■> 
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"I  want  to  be  in  the 

stock  market . . . 
but  I  prefer  a  more 
onservative  approach 
that  also  can  give  me 
some  income." 


Whatever  your  needs,  the  newly  expanded 
Dreyfus  lineup  has  something  for  you. 

Here  are  just  some  of  our  Funds 

International  Stock  Funds* 

Dreyfus  International  Equity  Fund 
Net"  Dreyfus  European  Fund 

Growth  Funds 

fie&  Dreyfus  Core  Value  Fund 
Dreyfus  Appreciation  Fund 

Index  Funds 

New  Dreyfus  S&P  500  Stock  Index  Fund 
Peoples  S&P  MidCap  Index  Fund 
Peoples  Index  Fund" 

Small  and  Mid-Sized  Company  Funds* 

Dreyfus  New  Leaders  Fund 
New  Dreyfus  Special  Growth  Fund 
Net"  Dreyfus  Disciplined  Midcap  Stock  Fund 

Strategic  Funds* 

Dreyfus  Strategic  Growth,  L.P. 

Dreyfus  Global  Growth,  h.P.(A  Strategic  Fund) 

Dreyfus  Strategic  Investing 


Conservative  Stock  Funds 


New  Dreyfus  Disciplined  Stock  Fund 
New  Dreyfus  Equity  Income  Fund 

Dreyfus  Growth  and  Income  Fund 
The  Dreyfus  Fund  Incorporated 


Dreyfus  Disciplined  Stock  Fund 


**** 

4-Star  Rating  From  Morningstart 

The  Fund's  disciplined  approach  earned  it  an  impressive 
4-star  rating  from  Morningstar,  a  widely  respected  service 
which  rates  funds  based  on  risk-adjusted  performance. 
Past  performance  is  no  guarantee  of  future  results. 

t  Source:  Morningstar,  Inc.  1 1/30/94.  Morningstar  proprietary  ratings 
reflect  historical  risk-adjusted  performance  as  of  1 1/30/94  and  are  sub- 
ject to  change  every  month.  Funds  with  at  least  3  years  of  performance 
history  are  assigned  ratings  from  1  star  (lowest)  to  5  stars  (highest). 
These  ratings  are  calculated  from  the  fund's  3-,  5-  and  10-year  average 
annual  returns  in  excess  of  90-day  Treasury  bill  returns  with  appro- 
priate fee  adjustments  and  a  risk  factor  that  reflects  fund  performance 
below  90-day  Treasury  bill  returns.  10%  of  the  funds  in  an  investment 
category  receive  5  stars;  22.5%  receive  4  stars;  1,094  equity  funds  were 
rated  for  the  3-year  period  and  840  for  the  5-year  period. 
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995,  Dreyfus  Service  Corporation,  Broker-Dealer 
er  Mutual  Fund  Services,  Distributor 


— ►  Ask 

1-800-621-5285  ext.  4073 

*  The  international,  Strategic  and  small  and  mid-sized  company 
funds  may  invest  in  certain  kinds  of  securities  or  engage  in  invest- 
ment techniques  that  involve  additional  risks;  these  risks  are  more 
fully  described  in  the  Funds'  Prospectuses.  For  more  complete  infor- 
mation about  any  of  these  Funds,  including  sales  charges  and  expenses, 
obtain  a  Prospectus  by  calling  toll  free.  Read  the  Prospectus  carefully  before 
you  invest.  Investment  return  fluctuates  and  you  may  receive  more  or  less 
than  original  cost  upon  redemption.  Mutual  fund  shares  are  not 
FDIC-insured  and  the  net  asset  value  of  all  equity 
mutual  funds  will  fluctuate  from  time  to  time. 


HOWAIG'S  ABILITY  TO  CONTROL  FINANCIAL  RISKS  PUT* 

ONE  AIRLINE  ON  A  STRAIGHTER  COURSE.  An  airline's  first-ever  energ,  ^ 
hedge  in  jet  fuel,  using  a  series  offixed-for-jloating-rate  transactions.  It's  no  blue-sky  idea  but  how  we  recently  helpe^; 
a  major  U.S.  carrier  manage  risk.  Since  the  airline's  international  operations  generate  a  multiple-currency  revenu\ 


IS 
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ream,  we  also  act  as  one  of  its  primary  foreign  exchange  partners.  And  we  provide  primary  and  excess 
??Jkoperty/ 'casualty  insurance  for  its  buildings  and  aircraft,  fidelity  and  international  insurance  coverages.  Products  and 
■.}  rvicesfor  which  more  and  more  corporations  are  heading  in  AIG's  direction.  For  the  definitive  response  to  risk. 


WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES. 

American  International  Croup.  Inc.,  Dept.  A.  7(>  Pine  Street.  New  York.  NY   10270. 
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Our  new  Venturis 


is  so  easy  to  set  up, 
people  are  askin 


1  n 


if  we  also  make 


VCR. 
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INTRODUCING 
THE   DIGITAL   VENTURIS™ 

With  the  new  Digital  Venturis  line, 
you'll  have  your  favorite  programs 
on  the  screen  in  record  time. 
Everything  about  Venturis  is 
designed  for  easy  setup,  starting 
with  a  box  that  tells  you  how  to 
unpack  it.  Then  Venturis  walks 
you  through  its  icon-based  startup 
screens,  and  even  lets  you  get  inside 
its  easy-access  enclosure  without 
tools.  Offering  power  up  to  a 
60MHz  Pentium'"  chip  and  a  three- 
year  comprehensive  warranty, 


Venturis  is  the  ideal  solution  for 
general  business  users.  Best  of  all, 
it  never  flashes  "12:00"  at  you. 

Call  1-800-215-8744  for  your 
nearest  reseller.  Please  reference  JGB 
when  you  call,  8:30  am-  8:00  pm 
ET,  Monday  through  Friday. 
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What  do  you  do  if  you  are  nervous  about  the  stock 
market  but  still  want  the  long-term  advantages 
that  stocks  offer?  Here's  a  suggestion. 

Get  with  value 


By  Eric  S.  Hardy 

The  stock  market  is  a  little  cheaper 
than  it  was  a  year  ago,  but  it  is  still  not 
cheap.  At  a  recent  460,  Standard  & 
Poor's  500  stock  index  is  trading  at  17 
rimes  trailing  earnings,  versus  a  more 
normal  14  times.  The  average  stock 
trades  at  a  price/book  value  of  3.1 
and  at  34  times  the  dividend  it  pays. 
Both  ratios  are  at  the  expensive  end  of 
their  historical  ranges. 

Does  this  mean  it's  a  good  time  to 
(sell  your  stocks?  Maybe,  but  we  don't 
ow  anyone  who  is  really  good  at 
market  timing,  and  we  do  know  that 

eople  who  hold  stocks  generally  do 

etter  than  people  who  sit  on  bonds 

r  savings  accounts.  So  what's  the 

autious  investor  to  do? 
May  we  suggest  value  stocks?  We 

ean  stocks  trading  at  a  (relatively) 
ow  multiple  of  earnings,  book  value 
ind/or  dividends.  These  stocks  may 
lot  be  dirt  cheap,  but  they  are  cheap 

elative  to  the  market  as  a  whole.  If  the 
market  cracks,-  there's  a  good  chance 
fhey  won't  drop  as  fast  as  the  market. 

f  the  market  continues  to  rise,  a  lot  of 


people  may  decide  to  buy  value 
stocks — and  their  prices  will  rise . 

Some  pundits,  our  own  David  Dre- 
man  prominent  among  them,  think 
these  cheap  or  value  stocks  are  invest- 
ments for  all  seasons.  There's  a  lot  of 
argument  over  that,  but  one  thing  is 
pretty  clear:  If  the  market  drops,  well- 
chosen  value  stocks  will  likely  fall  less 
steeply  than  the  others. 

Cheap  companies  are,  of  course, 


cheap  for  a  reason.  Perhaps  the  ana- 
lysts have  decided  that  they  lack 
growth  prospects  or  an  edge  over 
competitors.  Perhaps  they  were  re- 
cently hit  with  bad  publicity  or  an 
earnings  hiccup.  Perhaps  their  earn- 
ings are  cyclical  and  the  analysts  fear 
that  the  cycle  is  about  to  turn  down. 

That's  where  judgment  comes  in.  If 
the  analysts  and  the  institutions  have 
overreacted — as  they  often  do — the 
stocks  may  be  bargains.  Right  now 
insurance  stocks  may  be  an  example. 
They've  come  through  a  rough  peri- 
od and  their  prices  reflect  that.  But 
their  fortunes  seem  to  be  looking  up 
and  the  share  prices  don't  yet  reflect 
the  improvement. 

Denis  Laplaige,  a  mutual  fund 
manager  at  McKay  Shields  Financial, 
points  to  Travelers.  It  has  a  price/ 
earnings  ratio  of  only  8  and  has  strong 
cash  flow,  here  meaning  net  income 
plus  depreciation,  amortization  and 
other  noncash  items.  Travelers  trades 
for  30%  over  tangible  book  value. 

In  search  of  more  stocks  like  this, 
we  screened  the  Market  Guide  data- 
base of  6,600  stocks  to  create  three 
groups  of  value  stocks.  The  first  group 
(below)  lists  firms  trading  at  no  more 
than  10  times  trailing  earnings  or 
expected  earnings  for  the  current  fis- 
cal year. 

The  second  group  (see  p.  66)  lists 
companies  trading  at  no  more  than 
30%  above  tangible  book.  They  also 
have  cash  and  equivalents  equal  to  at 
least  10%  of  their  common  equity. 

The  third  group  lists  1 0  nonutility 


Valuable  stocks 

Company/business 

Low  price/earnings  multiples 

Advanced  Micro  Devices/semiconductors 

J  Baker/shoe  stores 

CTL  Credit/consumer  finance 

Elco  Industries/fasteners 

Fieldcrest  Cannon/textiles 

Ford  Motor/autos  &  trucks 

Intl  Shipholding/water  transport 

Oxford  Industries/shirts  &  blouses 

Ryland  Group/home  building 

Travelers/insurance;  brokerage 

'Total  debt. 


lat  is  value?  It  depends  on  who  is  beholding  it.  But  here  are  three  ways  to  find  it. 


Recent 

— Price  divided  by— 

Dividends  per 

share 

Debt  as 

—Cash  as 

%of— 

price 

earnings 

1995  est 

sales 

tangible 

current 

payout 

5-year 

%of 

book 

stock 

earnings 

book 

yield 

ratio 

growth 

equity1 

value 

price 

25% 

8.4 

7.1 

1.2 

1.5 

none 

9% 

33% 

23% 

15% 

8.6 

7.5 

0.2 

1.0 

0.4% 

3% 

0.0% 

104 

1 

1 

9% 

6.9 

5.7 

0.7 

0.8 

none 

— 

— 

22 

4 

5 

16% 

9.4 

8.5 

0.3 

1.4 

3.6 

31 

1.6 

69 

1 

1 

23% 

8.6 

8.1 

0.2 

1.0 

none 

— 

— 

155 

2 

2 

28% 

6.9 

5.3 

0.2 

1.4 

3.6 

20 

-7.0 

584 

46 

34 

19% 

9.2 

8.2 

0.3 

0.9 

1.0 

10 

14.9 

199 

27 

37 

20% 

8.9 

7.4 

0.3 

1.4 

3.5 

31 

6.7 

63 

2 

1 

14% 

9.0 

7.8 

0.1 

0.8 

4.0 

36 

2.5 

135 

10 

13 

33% 

8.2 

7.5 

0.7 

1.3 

1.8 

14 

29.4 

152 

15 

11 
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The  sleek  shape  of  the  new  LS  400, has  a  thorough  disregard  for  the  elements.  (As  demonstrated  IU 

respect  for  its  passengers.  (As  evidenced  in  an  additional  5  cubic  feet  of  cabin  space.)  An  entirely 

i 


IT'S  THE  MOST 


AERODYNAMIC   CAR 


SOLD   IN  AMERICA. 


(Where  did  our  engineers  get  their  second  wind?) 


efficient  of  drag  of 0.28.)  Not  to  mention  the  utmost 
ent  if  IS  400.  A  new  journey.  Inquiries,  800-872-5398. 


The  Relentless  Pursuit  Of  Perfection. 


STATISTICAL  SPOTLIGHT 


Valuable  stocks 

Company/business 

Recent 

Prifo  H 1  w 

Dividends  per 

share 

Debt  as 

—Cash  as 

%of- 

price 

earnings 

1995  est 

sales 

tangible 

current 

payout 

5-year 

%of 

book 

stock 

earnings 

book 

yield 

ratio 

growth 

equity1 

value 

price 

Low  price/book  ratios 

Comdisco/computer  leasing 

22 

9.7 

8.8 

0.4 

1.2 

1.6% 

16% 

5.7% 

253% 

14% 

11% 

Data  Systems  &  Software/defense  software 

5'/2 

10.6 

10.0 

0.5 

1 

0 

none 

— 

— 

50 

64 

61 

Nichols  Research/defense  services 

12% 

11.9 

10.8 

0.5 

1 

3 

none 

— 

— 

9 

34 

26 

Psicor/medical  services 

10V4 

10.0 

8.8 

0.5 

1 

2 

none 

— 

— 

3 

16 

13 

Peerless  Mfg/gas  transmission  equip 

11 

7.5 

6.1 

0.5 

1 

3 

4.5 

34 

0.8 

0 

25 

19 

Sky  West/regional  airline 

11% 

6.7 

6.6 

0.6 

1 

0 

0.7 

21 

30.3 

21 

52 

53 

SofTech/custom  software 

5% 

10.5 

NA 

0.6 

1 

0 

none 

— 

— 

0 

27 

28 

Standard  Register/business  forms 

17% 

11.2 

9.8 

0.5 

1 

1 

3.9 

43 

6.4 

5 

14 

13 

Thiokol/aerospace 

27% 

8.9 

9.0 

0.5 

1 

3 

2.5 

22 

22.7 

30 

18 

14 

URS/engineering  services 

5Vb 

8.4 

7.9 

0.2 

1 

3 

none 

— 

— 

27 

29 

26 

High,  sustainable  dividends 

American  List/student  mailing  lists 

16% 

15.0 

NA 

5.5 

5.2 

4.8 

18 

42.8 

19 

69 

13 

Computer  Language  Rsch/tax  software 

10% 

13.0 

NA 

1.4 

2.6 

3.7 

41 

18.5 

1 

47 

18 

Ennis  Business  Forms/business  forms 

12% 

10.2 

8.9 

1.5 

3.4 

4.6 

47 

11.6 

1 

37 

11 

John  H  Harland/check  printing 

20 

12.0 

10.8 

1.2 

6.8 

4.9 

58 

10.1 

65 

6 

2 

Hilb,  Rogal  &  Hamilton/insurance  agencies 

11% 

14.5 

12.6 

1.3 

6.5 

4.7 

58 

38.0 

12 

76 

31 

Merrimac  Industries/electronic  equipment 

7% 

9.0 

NA 

1.0 

1.1 

5.2 

44 

24.6 

0 

35 

34 

Minuteman  Intl/cleaning  equipment 

10 

12.7 

NA 

0.9 

1.5 

4.0 

36 

41.1 

0 

11 

7 

Supervalu/food  wholesaling 

24Va 

33.2 

9.6 

0.1 

2.4 

3.9 

31 

12.0 

132 

0 

0 

Upjohn/pharmaceuticals 

31% 

10.1 

12.2 

1.5 

2.6 

4.8 

48 

13.1 

24 

17 

6 

Howard  B  Wolf/women's  apparel 

6% 

9.0 

NA 

0.5 

1.1 

4.7 

37 

13.3 

0 

16 

15 

'Total  debt.     NA:  Not  available. 

Sources:  Market  Guide  database-,  IBES,  Inc.  via  OneSource  Information  Services. 

The  first  ten  companies  are  cheap  in  relation  to  tangible  book  value. 
The  bottom  ten  have  above-average  yields. 


stocks  with  high  dividend  yields — at 
least  3.5% — and  an  ability  to  maintain 
or  increase  the  dividend.  All  have 
minimum  five-year  dividend  growth 
rates  of  10%  while  their  payout  ratios 
(the  percent  of  earnings  paid  out  in 
dividends)  didn't  exceed  60%  during 
the  latest  four  quarters. 

These  three  factors — low  p/es,  low 


premiums  over  book  value  and  high 
dividend  yields — could  help  keep 
some  stocks  from  being  clobbered  in  a 
bear  market.  Given  time,  these  same 
factors  could  attract  takeovers,  stock 
buybacks  or  just  plain  higher  prices 
for  the  stocks  involved. 

Best  strategy  is  to  buy  a  small  bundle 
of  these  stocks.  Some  may  be  justifi- 


ably low  priced,  and  you  don't  want  tt 
get  stuck  in  those .  As  a  group,  they  ar 
cheap,  yet  the  companies  own  goo< 
assets  and  have  good  earnings.  Thes 
appear  to  be  excellent  stocks  for  ner 
vous  but  patient  investors.  If  yo> 
prefer  mutual  funds,  the  table  belov 
lists  a  few  good  no  -  load  funds  that  leaji 
toward  value  stocks.  ■ 


Safety-net  investing 


UP 

DOWN 

—markets— 

B 

B 

■  B 

■  C 

C 

■  B 

B 

B 

A 

C 

Annualized  total  return 

6/83            last  12           5-year 

Assets 
9/30/94 

Weighted 
average 

Median 
market  cap 

Annual 
expenses 

toll/94 

months 

($mil) 

.    P/E 

($bil) 

per  100 

14.5% 

6.8% 

10.3% 

$531 

14.0 

$12.8 

$0.62 

— * 

1.9 

11.4 

203 

13.9 

1.1 

1.39 

— * 

0.8 

7.6 

259 

14.3 

7.9 

1.22 

13.3 

12.4 

11.6 

1,931 

12.6 

5.7 

0.73 

13.5 

5.3 

11.3 

2,354 

15.1 

11.6 

0.81 

Fund 


Dodge  &  Cox  Stock  Fund 

FAM  Value  Fund 

Gradison-McDonald  Established  Value 

Mutual  Series-Beacon 

Neuberger  &  Berman  Guardian  Fund 

■  Fund  rated  for  two  periods  only.      *Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period. 

These  funds  invest  primarily  in  value  stocks— those  trading  at  low  multiples  of  their  earnings, 

dividends,  cash  flows  or  book  values.  It  is  highly  likely,  albeit  not  assured, 

they  would  be  damaged  less  severely  in  a  market  crash  than  a  high-flying  growth  fund. 
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Try  explaining  to  customers  like  these 

that  their  bowls  are  empty  because  your 

data  network  went  down. 


Reliability.  In  a  word,  that's  why  Hill's  Pet 
Nutrition  chose  AT&T  data  communications  services. 

After  all,  Hill's  wouldn't  have  such  a  loyal 
customer  following  if  it  weren't  for  the  trusted 
quality  of  their  pet  food.  So  it's  only  natural  that 
Hill's  would  insist  upon  a  trusted  data  network. 

One  tiny  problem  with  Hill's  data  network  could 
cause  big  distribution  delays.  And  that  could  mean 
empty  bowls  for  more  than  a  few  Mutleys  and 
Muffins. 

But  that's  not  likely  to  happen.  Because  only 
AT&T  can  give  Hill's  a  hassle-free  network  that 
seamlessly  connects  all  of  their  far-reaching  sites. 


With  AT&T's  ACCUWANSM  Services,  all  of  the 
time-consuming  details  of  implementing,  managing 
and  maintaining  a  wide-area  network  are  handled 
by  AT&T  specialists.  Kind  of  like  having  a  very 
smart  watchdog. 

So  Hill's  can  concentrate  on  more  important 
aspects  of  their  business.  Like  feeding  the  Boomers 
and  the  Bingos  of  the  world. 
►  To  find  out  how  your  data  network  can  lead  a 
long,  healthy  life,  call  1  800  332-7FAX,  Ext.  600. 
But  call  today.  You  wouldn't 
want  your  data  network  to 
keep  any  customers  waiting. 


©1995  AT&T 
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AI&T  For  the  life  of  your  business. 


AT&T 


Lufthansa  could  have 
called  on  any  bank  to  help  them 
further  privatize  in  October,  1994. 
But  then,  Lufthansa  doesn't  like 
turbulence.  So  they  called  their 
preferred  "Tower"  to  arrange  and 
lead  the  deal:  Dresdner  Bank. 

Needless  to  say,  they 
arrived  on  time.  The  landing  was 
exceptionally  smooth.  Employing 
a  dynamic  network  that  stretches 


This  is  the  tower 
called  for  a  bi 


across  67  countries,  we  make  it 
our  business  to  help  other  busi- 
nesses prosper  -  worldwide. 

In  case  you  haven't  had 
a  chance  to  get  to  know  us  in  the 
last  122  years,  it's  time  you  did. 


We're  not  only  the  second  la 
bank  in  a  country  known  for 
banks  -  Germany  -  we're  a 
Universal  Bank:  We  have 
right  people  (i.e.  46,500  s^ 
specialists).   We   have   the  i 


to  privatize, 

Lufthansa  called 

Oresdner  Bank 

for  guidance. 


s 


> 


w 


f  Lufthansa 
takeoff. 


::'-  = 


Every  fifth  DM  earmarked 
foreign   trade   with   Germany 

s|  -ses  our  "borders"  first).  And 
lave  the  wherewithal  to  meet 
f  objectives.    Moreover,    we 

;li  in  nearly  a  100  languages. 


Our  vast  resources 
and  experience  can 
help  you  tap  a 
world  of  opportu- 
nities. Whether  they 
are  in  the  up-and-coming  markets 
of  Eastern  Europe.  Or  right  in  your 
own  backyard:  North  America. 


Call  "The  Tower"  to  avoid 
financial  turbulence.  Lufthansa  did. 
And  now  their  tickets  aren't  the 
only  first-class  investments  they 
offer.  Together  we  can  find  ways 
to  help  you  start,  expand  or  en- 
hance your  business.  Just  phone 
(212)  574-0  100. 


I 


o 


Dresdner  Bank 


New  York  •  Chicago  ■  Los  Angeles  •  Mexico  City  ■  Toronto 


Americans  could  dominate  the  market  for  farm-raised 
salmon,  but  the  U.S.  has  shot  itself  in  the  foot  and  let 
Chile  walk  away  with  a  booming  industry. 

"Real  fish  don't 


eat  pellets" 


By  Nina  Munk 

With  the  surefootedness  of  a 
tightrope  artist,  Ivette  Rone  steps 
along  a  series  of  shaky  platforms  sus- 
pended over  Chile's  Lake  Llanqui- 
hue.  In  the  chilly  water  below  are  72 
submerged  pens,  each  containing 
2,500  tiny  Atlantic  salmon  fry,  fresh 
from  a  nearby  hatcheiy. 

Seven  months  from  now  Rone's 
fish  will  be  trucked  from  the  lake  to 
saltwater  pens  in  protected  fjords 
along  the  coast  of  southern  Chile. 
There  they'll  be  coddled  for  another 
17  months  until,  weighing  at  least  9 
pounds  each,  their  gills  will  be  split, 
their  blood  drained  and  their  meat 
processed  and  airlifted  to  grace  tables 
in  New  York  and  Los  Angeles  and 
Chicago  and  Tokyo. 

From  nowhere  a  few  years  ago, 
Chile  has  emerged  as  the  world's  sec- 
ond-largest producer  of  farmed  salm- 
on, after  Norway.  Production  hit 
about  165  million  pounds  last  year, 
worth  $335  million,  a  healthy  addi- 
tion to  this  fast-developing  nation's 
exports,  and  continues  to  grow.  "We 
can  easily  reach  220  million  pounds 
[by  1997],"  boasts  Guillermo  Soto 
Giordani,  general  manager  of  Santia- 
go-based LTnimarc  Trading.  Unimarc 
expects  to  sell  $35  million  of  farm- 
raised  salmon  this  year,  most  of  it 
through  a  joint  venture  with  Japan's 
Maruha  Corp. 

U.S.  fishermen  are  outraged.  A 
bumper  sticker  on  the  back  of  a  pick- 
up truck  in  Anchorage,  Alaska — the 
world's  only  region  with  really  big 
stocks  of  wild  salmon,  and  still  the 
world's  largest  producer — snaps: 
"Real  fish  don't  eat  pellets." 

The  reference  is  to  the  pellets  con- 
taining high-protein  feed  that  Chil- 
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ean  aquaculture  engineer  Rone  and 
others  like  her  supply  every  10  to  15 
minutes  to  the  salmon  fry,  along  with 
medicated  baths  as  a  vaccine  against 
disease. 

In  the  wild  only  about  a  tenth  of 
these  fry  would  make  it;  under  Rone's 
supervision  the  survival  rate  is  90%.  "I 
am  like  a  nurse,"  says  Rone. 

Nurses  for  fish?  Yes,  but  that's  not 
really  what  the  Alaskan  fishermen  are 
sore  about.  The  development  of 
farmed  salmon  has  almost  doubled 
the  global  supply  of  the  fish  while 
chopping  Alaska's  share  of  the  world 
salmon  market  from  46%  to  32%  in 
the  past  decade.  In  Japan,  where  over 
two-fifths  of  the  world's  salmon  is 
consumed,  Alaska's  share  has 
dropped  from  85%  to  55%  since  1987. 

With  more  supply,  prices  fall.  Alas- 
ka's prized  sockeye  salmon  hit  an 
average  of  $2.35  a  pound  at  the  dock 


RIGHT: 

Ivette  Rone 
inspects  her 
charges  on 
Lake  Llanquihue 
These  coddled 
fry  are  fed 
every  10  to  15 
minutes,  receive 
medicated  baths 
and  have  their 
netted  pens 
changed  weekly. 


BELOW: 

Processing  salmon 
in  Puerto  Montt,  Chile 
From  there, 
it's  airlifted  to 
markets  around 
the  globe. 


jin  1988,  but  last  year  went  for  about 
|89  cents  a  pound. 

It  also  miffs  the  Alaskans  that  Chil- 

lean  salmon  is  available  fresh  year- 

Iround  while  Alaska's  traditional  salm- 

>n  season  is  June  to  August.  Says  John 

yan  Amerongen,  editor  of  the  Seattle- 

Ibased  Alaska  Fisherman's  Journal:  "A 

iv  who  used   to  just  fish  in  the 

summer  for  salmon  is  now  forced  to 

[go  out  nine  months  of  the  year.  That's 

lard  on  a  guy,  and  dangerous." 

Why  not  farm  salmon  in  Alaska? 
Jood  question.  Answer:  Prodded  by 
le  powerful  commercial  fishing  in- 
terests, in  1987  the  Alaska  state  legis- 
lature first  placed  a  moratorium  on 
id  then  banned  outright  the  farming 
)f  any  creatures  with  fins.  Score  one 
For  Chile. 


Chilean  salmon  farmers  got  anoth- 
er boost  in  1990,  when  fish  farmers  in 
Maine  filed  dumping  charges  against 
Norwegian  salmon  farmers.  Wash- 
ington slapped  duties  averaging  24% 
on  Norway's  salmon;  total  imports  of 
Norwegian  salmon  crashed  from  over 
30  million  pounds  in  1989  to  3  mil- 
lion in  1991. 

Rushing  to  replace  the  Norwe- 
gians, the  Chileans  increased  their 
salmon  exports  to  the  U.S.  from  4.6 
million  pounds  in  1989  to  26  million 
pounds  two  years  later,  and  then  to  50 
million  pounds  in  1994. 

Washington  State  could,  if  allowed, 
provide  tough  competition  for  the 
Chileans.  Washington  Fish  Growers 
Association  Executive  Director  Dan- 
iel Swecker  says  salmon  farming  in 


Puget  Sound  waters  should  be  a 
booming  business.  It  isn't  because  the 
aquaculture  industry  has  been 
stopped  in  its  tracks  by  environmen- 
talists and  homeowners  who  don't 
want  their  view  of  Puget  Sound  dis- 
turbed by  salmon  pens. 

In  their  efforts  to  obtain  a  saltwater 
salmon  farming  permit  Swecker  and 
his  wife,  Debby,  spent  $500,000  and 
five  years  battling  the  Sierra  Club 
Legal  Defense  Fund  and  a  shoreline 
residents  association  calling  itself  the 
Marine  Environmental  Consortium. 
Still,  no  salmon. 

"Americans,  I  think,  do  not  favor 
free  trade,"  says  Francisco  Ruiz 
Tirado,  a  director  of  the  Association 
of  Chilean  Salmon  &  Trout  Farmers. 
Touche!  H 
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What's  the  fastest-growing  sector  in  advertising? 
Hint:  You  can  drink  coffee  out  of  it. 

As  long  as 
it's  free... 


By  John  R.  Hayes 

Looking  to  break  through  the  me- 
dia clutter?  Lou  Weisbach  may  have 
the  answer  for  you.  Weisbach,  46,  will 
put  your  logo  on  anything.  Coffee 
mugs,  paperweights,  luggage  tags, 
bottle  openers,  baseball  caps,  fishing 
lures,  even  condoms — someone  at 
the  Cook  County  Public  Defenders 
Office  once  ordered  250  from  the 
Niles,  111. -based  halo  Industries. 


Weisbach  does  a  lot  of  this  logo- 
promoting,  about  $100  million 
worth  this  year.  He's  the  kingpin  of 
sorts  in  the  fastest- growing  sector  in 
the  advertising  business — corporate 
giveaways.  Companies  currently 
spend  more  than  $6  billion  a  year 
sending  out  this  kind  of  stuff,  up  by 
half  in  five  years.  As  a  medium,  that's 
bigger  than  outdoor  billboards  and 


ii 


catching  up  to  magazines. 

The  giveaway  boom  even  survivec 
the  1991  bloodbath,  when  the  sag 
ging  economy  prompted  all  sorts  o 
companies  to  slash  their  ad  budgets 
That's  because  that  personalized  pen 
knife  you  just  received  from  GM  oi 
Miller  Beer  gets  funded  out  of  tht 
company's  promotion  budget,  not  it:  i 
ad  budget,  so  a  lot  of  coffee  mugs  flew 
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Lou  Weisbach, 
chairman 
of  HA-LO 
Industries 
A  man  who 
knows  his 
coffee 
mugs  and 
paperweights. 
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under  the  budget-cutters'  radar  when 
the  ad  crunch  came.  Then,  too,  coffee 
mugs  are  cheap:  At  HA-LO  the  average 
order  for  ad  specialties  runs  about 
$1,500,  so  a  brand  manager's  deci- 
sion to  pass  out  a  few  thousand  key 
chains  doesn't  attract  much  attention. 
Corporate  freebies  first  began  ap- 
pearing in  the  late  19th  century  as 
smalltown  newspapers  and  print 
shops  looked  for  new  business  to  keep 
their  presses  rolling.  Horse  blankets, 
flysuatters,  buggy  whips,  playing 
cards,  yo-yos — anything  that  would 
take  ink — got  squeezed  into  the  flat- 
bed presses.  In  the  1940s  and  1950s 
St.  Paul,  Minn. -based  Brown  &  Bige- 
^  low  Co.  created  calendar  giveaway 
promotions  for  John  Deere,  Ford  and 

rioi  Pillsbury  featuring  the  work  of  Nor- 
man Rockwell  and  Maxfield  Parrish 

Ipa-  that  were  as  well  known  then  as  to- 

;m  a  I  day's  most  prevalent  TV  campaigns. 

jf  tfat :     Weisbach,  a  former  Chicago  high 
-hool  basketball  coach,  got  into  the 

jj]a|  business  by  borrowing  S3, 500  from 
his  mother  in  1972  to  sell  calendars  to 
butchers  and  beauty  shops. 

His  Nasdaq -traded  company,  HA- 
LO (for  Lou  and  his  brother  Hal) 
Industries  is  the  best  known  of  the 
12,000  distributors  in  the  corporate 
premium  business.  Weisbach  has 
come  up  with  ceramic  vases  shaped 
like  bags  of  popcorn  for  Cineplex 
Odeon  and  temperature -sensitive 
coffee  mugs  for  Kraft,  which  wanted 
to  promote  the  new  packaging  on  its 
parmesan  cheese  in  1991.  Heated  by 
the  coffee,  the  mug's  image  changes 
from  the  old  label  to  the  new  one. 

There's  a  basic  problem,  of  course. 
How  many  coffee  mugs  and  calendars 
can  anyone  use?  The  trick  is  coming  up 
with  new  gimmicks — logo-engraved 
wine  bottles  or  disposable  cameras  that 
print  a  company's  name  on  each  photo. 
'Most  of  the  world  will  take  an\thing  if 
it's  free,"  says  Weisbach. 

Maybe,  but  some  things  no  one  will 
give  away.  A  recent  disappointment: 
death  clocks.  These  threatening  little 
terns,  imprinted  with  the  name  of  the 
giver  and  the  recipient,  tick  off  the 
dwindling  days  of  the  recipient's  life 
span  based  on  actuarial  tables.  Weis- 
oach  thought  they'd  make  great  gifts 
or  employees — a  reminder  not  to 
•vaste  time — but  employers  found 
:hem  too  morbid.  Says  he:  "We 
:ouldn't  sell  a  single  one."  wm 
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To  sell  advertising,  Comedy  Central  started 
giving  it  away.  Impressed  with  the  results, 
the  freeloaders  became  paying  customers. 

Mr.  Hatfield, 
meet  Mi*.  McCoy 


By  James  M.  Clash 

Under  cover  of  darkness,  Via- 
com's MTV  Networks,  Inc.  Chief  Ex- 
ecutive Thomas  Freston,  49,  dis- 
patched his  men  five  years  ago  to  the 
Greenwich  Village  neighborhood 
where  dwells  Time  Warner's  hbo 
Chief  Executive  Michael  Fuchs.  They 
plastered  huge  logos  promoting 
mtv's  new  HA!  comedv  channel  all 


over  the  block  wrhere  Fuchs  lives. 

"It  was  childish,  no-good  stuff  we 
like  doing  at  MTV,"  recalls  Freston. 
Fuchs,  48,  jokes:  "I  didn't  think  those 
guys  had  the  guts  to  come  down  to 
my  neighborhood." 

Both  executives  needed  a  good 
laugh.  Launched  in  November  1989, 
hbo's  Comedv  Channel  had  onlv  6.9 


Rival  chief  executives  Tom  Freston  (MTV)  and  Michael  Fuchs  (HBO) 

"I  like  Tom,"  says  Fuchs,  "but  we  haven't  double-dated  or  anything." 
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Comedy  Central  Chief  Executive  Robert  Kreek  on  the  set  of  "Politically  Incorrect" 
On  his  way  to  35  million  viewers  and  first-time  profits. 


million  subscribers  by  the  end  of  its 
first  year,  far  short  of  the  break-even 
target  of  30  million.  It  offered  24 
hours  of  original  skits,  standup  spots 
and  clips  from  old  movies.  But  the 
material  was  uneven  and  often  thin. 

mtv's  ha!  was  doing  even  worse.  It 
had  only  5.8  million  subscribers  and 
even  skimpier  material:  reruns  of  stuff 
like  I  Love  Lucy;  Car  54  Where  Are 
Ton};  and  That  Girl. 

Both  channels  were  bleeding,  and 
had  spent  some  $50  million  each  to 
launch.  Cable  operators  didn't  want 
both.  Some  wanted  neither. 

So  Fuchs  and  Freston  buried  the 
hatchet.  In  a  series  of  meetings  spread 
over  six  weeks  in  the  fall  of  1990,  the 
former  rivals  hammered  out  a  joint 
venture.  HBO  and  Viacom  agreed  to 
share  costs  and  profits  50-50.  They 
brought  in  Robert  Kreek,  46,  a  veter- 
an of  two  decades  in  television,  from 
Fox  to  head  up  the  venture,  which 


premiered  on  Apr.  1,  1991. 

Right  off  Kreek  cut  the  staff  by  40%, 
to  110.  The  bigger  challenge  was 
remixing  the  programming.  "I  had 
24  hours  of  one  flavor,  24  of  the 
other,"  he  says.  "I  had  to  put  48 
hours  into  24."  Kreek  began  dump- 
ing stale  shows  like  Love  American 
Style  and  Rhoda  that  he  inherited 
from  ha!,  marginal  and  expensive 
original  shows  like  Onion  World  and 
The  Higgins  Boys  &  Gruber  from  the 
Comedy  Channel. 

Increasingly,  Comedy  Central  used 
original  programming  rather  than  re- 
nins. One  recent  example:  The  Juice  Is 
Loose,  a  simulated  TV  news  story  about 
O.J.  Simpson  breaking  out  of  jail, 
replete  with  correspondents  and  fake 
footage.  It's  not  everybody's  idea  of 
funny,  but  it  got  lots  of  attention. 
Politically  Incorrect,  an  irreverent 
half- hour  talk  show,  has  gained  a  cult 
following. 


Pleased  with  the  ne\ 
programming,  longtim 
holdout  Tele-Communica 
tions,  Inc.,  the  nation' 
largest  cable  operatoi 
signed  on  with  4  million 
subscribers.  By  year-enu 
1991  Comedy  Central  ha< 
almost  doubled  its  sub 
scribers,  to  a  respectable  2.\ 
million. 

Viewers  it  now  had.  Ad  I 
vertisers  it  didn't.  Corned; 
Central    was    still    losinji 
about  $1  million  a  week.  I 
boasted     the     highest-in 
come  demographics  in  tele 
vision  (cable  or  network)—  | 
52,000  households  in  trui 
hard-to-reach       $50,0001 
plus-per-year         categoryl 
Now  advertisers  needed  t<| 
be  convinced  that  corned 
was  the  best  background 
for  their  message. 

In  a  bold  move  to  hooll 

new      advertisers,      Kreel 

started  giving  away  free  aii 

time  to  big-name  compa] 

nies.    Coca-Cola   got   freci 

publicity    and    advertising 

time  during  the  1992  Sumf 

mer     Olympics.      Pleased 

with     the     results,     CokJ 

signed  on  as  a  paying  client! 

Kreek  went  even  further  fo  I 

Dos  Equis  beer  and  Piloj 

pens.  He  wrote,  produced  and  filmeel 

irreverent,  hip  new  spots  for  botll 

companies — for    free.    Both    outfit! 

soon  became  paying  customers. 

The  freebies  worked.  Ad  revenue  I 
last  year  reached  $34  million  anoj 
contributed  57%  of  total  revenues! 
Those  numbers  are  up  dramaticall;| 
from  1991,  when  the  $8  million  in  ac 
revenues  represented  only  45%  of  toj 
tal  revenues. 

The  red  ink  is  disappearing,  toaj 
Losses  were  down  to  just  $16.5  mil] 
lion  for  1994,  and  this  year,  on 
projected  base  of  35  million  viewers] 
Comedy  Central  should  earn  close  tcj 
$1  million  on  total  revenues  of  $7l.\ 
million. 

But  if  Time  Warner  and  Viaconl 
hadn't  agreed  to  stop  knocking  head  i 
and  begin  working  together,  botll 
would  still  be  losing  money.  The  mar 
ket  just  wasn't  big  enough  to  suppor 
two  channels. 
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Probably  the  new 


960  FROM  VOLVO 


Driver  and  passenger-side  supplemental  restraint  system 
(air  bag  and  knee  bolster) 

Four-wheel  power-assisted  dise  brakes  with 
anti-lock  braking  system  (ABS) 

Side  Impact  Protection  System  (SIPS) 

Daytime  Running  Lights 

Electronic  Climate  Control  (CFC-free) 

8-way  power  adjustable  driver's  and  front  passenger  seats 
with  3-position  memory  on  driver's  seat 

Leather-faced  seats  and  leather-wrapped  steering  wheel 

100-watt  "Premium  Sound"  cassette  stereo  with  CD  capability 

Power  slide/tilt  glass  sunroof 


For  more  information 

and  a  free  video, 
call  1-800-960-9988. 
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2.9  liter,  6-cylinder,  light  alloy,  24-valve  engine 

Electronically  controlled  4-speed  automatic  transmission 
with  selectable  shift  modes  (Economy/Sport/Winter) 

Automatic  Locking  Differential 

MacPherson  strut  independent  front  suspension 

Multilink  independent  rear  suspension 

Power-assisted  rack  and  pinion  steering 

Alloy  wheels  and  all-season  radial  tires 

Four-year/50, 000-mile  new  vehicle  warranty* 

24-hour  On-Call  roadside  assistance** 


Drive  safely. 


VOLVO 


UDOtnuHiiuno 


Democrats  accuse  Republicans  of  "trickle-down" 
economics.  So  they  give  us  trickle-through  economics, 
with  bureaucrats  and  experts  getting  a  generous  cut. 

A  dishonest 


slogan 


vo 


Dr.  Thomas  Sowell  is  an  economist 

and  a  senior  fellow  at  the  Hoover  Institution 

in  Stanford,  Calif. 


n. 


If  there  were  a  prize  for  the  most 
dishonest  phrase  in  politics,  the  com- 
petition would  be  fierce  and  the  out- 
come very  uncertain.  However,  my 
nomination  would  be  the  phrase 
'trickle-down  economics." 

The  trickle-down  theory  is  supposedly 
the  notion  that  the  way  to  benefit  the 
poor  is  to  have  the  government  provide 
benefits  to  the  rich,  which  will  then 
xickle  down  to  the  poor.  But  there  is 
amply  no  such  theory — not  in  Adam 
Smith,  not  in  John  Maynard  Keynes,  not 

Milton  Friedman.  Not  in  anybody. 

My  specialty  within  economics  is  the 
ustory  of  economic  theories — but 
here  is  no  history  of  any  such  theory. 

Still,  no  political  campaign  is  com- 
plete without  liberals  accusing  conser- 
•atives  of  applying  trickle-down  theo- 
ies  to  benefit  the  rich,  instead  of 
laving  the  government  give  benefits 
directly  to  the  poor.  With  Republicans 
ikely  to  raise  the  issue  of  reducing  the 
apital  gains  tax  in  the  next  Congress, 
Democrats  will  no  doubt  cry  that  this 

a  "tax  break  for  the  rich"  based  on 
'trickle-down  economics." 

Let's  go  back  to  square  one.  There 
s  no  investment  income  to  tax  until 
fter  an  investment  has  been  made 

•'orbes  ■  January  30,  1995 


and  people  hired — and  after  it  all 
works  out  successfully,  which  is  by  no 
means  guaranteed.  In  short,  the  bene- 
fits to  investors  come  after  the  bene- 
fits to  those  they  employ,  not  before. 

When  investments  finally  pay  off, 
perhaps  years  later,  it  would  make  no 
sense  to  call  the  eventual  profit  simply 
income  for  the  year  in  which  it  is 
received.  That  is  why  capital  gains  are 
taxed  differently  from  ordinary  income. 

Often  there  is  no  real  capital  gain  at 
all,  except  on  paper.  If  you  bought  an 
asset  back  when  the  price  level  was 
half  of  what  it  is  today,  and  you  sold 
the  property  for  twice  what  you  paid 
for  it,  then  you  have  just  kept  up  with 
inflation.  If  you  sell  it  for  50%  more 
than  you  paid  for  it,  you  have  actually 
lost  part  of  the  real  value. 

Even  when  your  capital  "gain" 
does  not  keep  up  with  inflation,  the 
government   still   taxes   you   on   it. 

The  welfare  state  is  about 
more  power  for  government, 
not  about  getting  more 
money  to  the  poor. 

Moreover,  these  kinds  of  "gains"  go 
into  the  statistics  supposedly  showing 
that  "the  rich  are  getting  rich  and  the 
poor  are  getting  poorer." 

Despite  tilting  against  the  windmills 
of  a  nonexistent  trickle-down  theory, 
the  last  thing  the  liberals  want  to  do  is 
to  give  benefits  directly  to  the  poor. 
They  may  not  have  a  trickle-down 
theory,  but  in  practice  they  make  sure 
that  any  benefits  to  the  poor  trickle 
down  through  layers  of  bureaucracy 
and  are  siphoned  off  to  pay  the  salaries, 
consulting  fees  and  research  grants  of 


all  sorts  of  "experts"  with  degrees. 

That  is  why  studies  have  shown  that 
every  man,  woman  and  child  in  America 
could  be  raised  above  the  official  pover- 
ty level  by  direct  transfers  of  money,  at 
less  than  half  the  cost  of  all  the  govern- 
ment's antipoverty  programs.  Lots  of 
people  who  are  not  poor  by  any  stretch 
of  the  imagination  have  to  be  taken  care 
of  out  of  antipoverty  money. 

Proposals  to  replace  public  housing 
programs,  "retraining"  programs  and 
other  social  experiments  with  hard  cash 
given  directly  to  the  poor  have  repeated- 
ly run  into  a  buzz  saw  of  opposition  from 
liberals.  They  don't  mind  more  money 
being  given  to  the  poor — or  to  anybody 
else — but  not  at  the  expense  of  programs 
that  employ  bureaucrats  and  "experts." 

These  anomalies  are  not  accidental. 
The  welfare  state  is  ultimately  not  about 
getting  more  money  into  the  hands  of 
the  poor  but  about  getting  more  power 
into  the  hands  of  government.  In  pro- 
gram after  program,  the  poor  are  to 
benefit  only  insofar  as  the}'  allow  them- 
selves to  be  directed  and  manipulated 
by  their  self- anointed  saviors. 

When  people  get  private  sector  jobs 
instead  of  government  handouts,  the 
situation  is  completely  different.  Cap- 
ital gains  tax  reforms  are  needed  sim- 
ply to  stop  the  government  from  dis- 
couraging the  investment  that  pro- 
vides employment. 

It  is  nonsense  to  call  this  "trickling 
down"  because  the  investment  has  to 
happen  first,  and  workers  have  to  be 
hired  first  and  paid  first,  before  the 
investor  has  any  hope  of  reaping  any 
gains.  Since  capital  gains  come  last, 
not  first,  they  do  not  "trickle  down." 

Obviously,  the  higher  the  capital 
gains  tax  rate,  the  less  the  incentive  to 
invest  and  hire.  If  you  want  more 
Americans  employed,  you  don't  pun- 
ish people  for  employing  them.  Oth- 
erwise, the  investors  have  every  incen- 
tive to  invest  their  money  in  some 
other  country  that  doesn't  have  such 
high  capital  gains  taxes — or  doesn't 
have  capital  gains  taxes  at  all. 

But  the  liberals  are  so  politically  de- 
pendent on  class  warfare,  and  on  their 
own  role  as  saviors  of  the  poor,  that  they 
are  very  slow  to  admit  that  there 
wouldn't  be  so  many  poor  for  them  to 
save  if  there  were  more  jobs  created  by 
the  economy.  On  the  other  hand,  if  they 
are  not  playing  the  role  of  saviors  of  the 
poor,  how  are  they  to  get  re-elected?  M 
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NEC 


MULTIMEDIA 


GIVING    NEW 


MEANING    TO 


THE    TERM 


INTERACTIVE". 
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Just  as  more  and  more  compan- 
ies are  introducing  interactive 
multimedia  systems,  NEC  is 
redefining  the  concept.  With 
products  that  engulf  you  in 
sights  and  sounds  that  are  big- 
ger and  brighter  than  anything 
you  ve  ever  experienced.  To 
that  end.  we  ve  pioneered  the 
world's  fastest  CD-ROM 
readers,  monitors  that  are  the 


industry  standard,  and  ad- 
vanced networking  technolo- 
gies. All  of  which  push  multi- 
media to  its  full  potential.  As  a 
result,  NEC  is  creating  a 
whole  new  connection  between 
you  and  your  computer. 

SEE,    HEAR 

and  feel  the 
difference: 


Was  Will  Harris  just  unlucky  in  his  oil  trading? 

Or  did  the  money  he  borrowed  from  Chase  Manhattan 

find  its  way  into  the  international  arms  trade? 

Oilman, 
trader, 
banker, 
spy 


While  the  good 
times  rolled, 
Roy  William 
(Will)  Harris 
partied  hard  and 
lived  the  good  lifei 
including  peri- 
odic cruises  on 
Long  Island 
Sound  with  Aro- 
chem's  staff.  By 
1991,  however, 
Arochem  was  a 
sinking  ship. 


By  James  R.  Norman 

Sitting  IN  jail  just  north  of  New  York  City,  awaiting 
federal  prison,  is  Roy  William  Harris.  No  common 
crook  is  he.  Harris,  41 ,  was  once  a  star  oil  trader  for 
Salomon's  Phibro  Energy  unit,  where  he  could  have  been 
a  contender  for  the  top  job.  Now  he  stands  convicted  in 
one  of  the  biggest  bank  frauds  in  recent  memory. 

His  crime:  lying  to  a  bank  group  led  by  Chase  Manhat- 
tan to  disguise  huge  oil  trading  losses  racked  up  by 
Arochem  Corp.,  his  private  refining  company.  The  banks 
lost  almost  $200  million  when  Arochem  went  bust  in  early 
1992.  Ignoring  advice  from  his  first  lawyer,  Harris  refused 
to  cop  a  plea  to  get  a  short  prison  stint. 

Instead,  he  went  on  trial  and  was  found  guilty  by  a  jury 
in  December  1992  on  20  counts  of  bank  or  wire  fraud, 
plus  one  count  of  money  laundering.  In  December  Harris 
got  15V2  years  as  a  criminal  "kingpin."  He  is  appealing. 

On  the  surface  this  looks  like  a  case  of  a  luckless 
speculator  stiffing  the  banks  for  his  losses — like  a  cashier 
who  robs  the  till  to  play  the  horses  and  loses.  In  fact,  what 
came  out  in  his  trial  is  just  the  tip  of  the  story.  Hanging 
over  Arochem  and  Harris  is  a  dark  cloud  of  unanswered 
questions — and  the  evil  face  of  Saddam  Hussein.  Some 
mysteries  that  still  linger: 

Did  bright-guy  Will  Harris  really  lose  all  that  money,  or 
is  much  of  it  stashed  in  secret  bank  accounts? 

If  Harris  did  divert  the  money,  was  it  simple  theft?  Or 
did  he  intend  to  put  the  money  back  after  financing  arms 
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trading  with  Iraq? 

What  did  his  bankers  know?   It  should  have  bee 
obvious  he  was  doing  far  more  trading  than  needed  i 
hedge  inventories  at  his  small  refiner)'.  But  did  they  knoj  I 
where  the  money  might  be  going? 

This  much  is  certain:  The  defrauded  banks  have  mi 
found  that  $200  million.  Nor  have  they  tried  very  hard  I 
trace  the  tangled  web  of  trading,  sweetheart  deals  ar 
kickbacks  Harris  may  have  been  involved  in.  Chase  st 
insists  the  money  was  just  lost  on  oil  trades. 

Even  more  perplexing  is  the  failure  of  the  banks  and  tl 
prosecutors  to  probe  Will  Harris'  many  business  dealing  . 
with  his  boyhood  chum  David  Bay  Chalmers  Jr.,  who  rui 
a  company  called  Bayoil  (U.S.A.)  Inc. 

At  the  same  time  Harris  started  wheeling  and  dealir 
with  Arochem,  in  1987,  Chalmers'  Bayoil  became  i 
important  middleman  ih  a  massive  Iraqi  oil-for-arms  ne 
work  involving  the  notorious  Chilean  weapons  male  j 
Carlos  Cardoen.  There  also  appears  to  be  a  link  betwee 
Bayoil  and  Bay  Industries,  fingered  in  congressional  hea 
ings  as  a  front  for  Iraq's  nuclear,  chemical  and  biologic 
weapons  program.  The  big  question:  If,  as  we  suspec 
Harris  was  skimming  money  from  Arochem,  was  it  fundir 
Chalmers'  arms  trade? 

That  arms  flow  needed  financing  but  was  hardly  tr 
kind  of  business  a  U.S.  bank  would  want  to  show  on  i 
books — witness  the  machinations  of  the  Atlanta  branch  < 
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he  Banca  NazionaJe  del  Lavoro  to  disguise  $4  billion  in 
ce  raqi  arms  loans  as  agriculture  and  industrial  credits. 

There  is  no  question  that  Bayoil  and  Arochem  were 

c0  :losely  connected.  Harris'  Arochem  and  Chalmers'  Bayoil 

lsed  the  same  Stamford,  Conn,  office  building  when  they 

-jtarted  in  1987.  They  shared  a  secretary  who  is  now  Harris' 

::iancee.  Bayoil  once  even  claimed  to  own  Arochem. 

Chalmers  and  Harris  have  been  close  friends  since  they 

•  -:  vere  boys  together  in  Kansas.  Chalmers  has  paid  most  of 

iarris'  S500,000  in  legal  bills  and  gets  copies  of  all  the 

J1llings.  He  helped  pick  Harris'  current  lawyer:  New  York 

"ittorney  David  Lewis,  whose  past  clients  include  ex- 

-ranama  dictator  Manuel  Noriega  and  Edwin  Wilson,  the 

x-cia  man  who  went  to  jail  for  supplying  arms  to  Libya. 

Harris    isn't    talking.    Lawyer    Lewis 

^•' wears  his  client  is  broke:  Harris'  $4 

raM  nillion  Greenwich,  Conn,  mansion  has 

is  M  cen  foreclosed.  Chalmers,  41,  is  also 

5  mm.  The  lanky,  cigar-smoking  oil  trad- 

:a  r  lives  in  a  Houston  mansion  behind 

'  y?  :curity  walls  watched  by  guard  dogs. 

The  Chalmers  link  is  important.  His 

:  imily  has  deep  roots  in  government  and 

le  oil  business.  His  namesake  great- 

irdli :  ncle,  Charles  Bay,  founded  Bay  Petro- 

*  on  :um  in  1935  and  then  held  a  top  post  in 

leciA  predecessor,  the  Office  of  Strate- 
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"Don't  worry," 
Chalmers  said 
to  Pastis. 
"This  [deal] 
has  the  full 
approval 
of  the  U.S. 
government." 


gic  Services,  before  becoming  ambassador  to  Norway  in 
1946.  Chalmers'  father,  David  Bay  Chalmers  Sr.,  was  an 
executive  at  Bay  Petroleum;  when  Bay  died  in  1955,  the 
company  was  sold  to  Tenneco.  Later  Chalmers  Sr. 
launched  Coral  Petroleum  and  gained  prominence  as  an 
oil  trader,  spending  lots  of  time  in  the  Middle  East.  In 
1980  he  pleaded  guilty,  along  with  Coastal  Corp.  Chair- 
man Oscar  Wyatt  Jr.,  to  charges  related  to  violating  federal 
oil  price  controls.  Wyatt  later  had  the  conviction  over- 
turned on  a  technicality.  They  paid  $20  million  in  penalties 
for  "daisy  chaining"  old  oil  into  new  through  a  maze  of 
trades. 

Coral  went  bust  in  1983.  But  Chalmers  Sr.,  now  70,  still 
lives  in  grand  style  in  Las  Hadas,  Mexico,  and  his  marital 
misadventures  have  recently  made  news. 

David  Chalmers  Jr.  learned  the  oil  trade  at  his  father's 
knee.  After  Coral  failed,  the  young  Chalmers  went  to  work 
trading  oil  for  his  father's  old  friend  Edward  Carey, 
brother  of  former  New  York  Governor  Hugh  Carey.  It  was 
while  working  for  Carey  Petroleum  in  1987  that  Chalmers 
Jr.  got  into  the  wonderfully  lucrative  Iraq  oil-for-arms 
trade — for  his  own  account,  behind  Carey's  back. 

Carlos  Cardoen,  the  Chilean  arms  maker,  was  using 
ingredients  bought  in  the  U.S.,  supposedly  for  "mining 
explosives,"  to  build  boatloads  of  cluster  bombs.  He 
shipped  them  to  Iraq  during  and  after  the  1980-88  Iran- 
Iraq  war.  Drained  of  hard  currency  by  then,  Iraqi  dictator 
Saddam  was  paying  with  oil.  Cardoen  needed  someone  to 
market  that  for  him.  Enter  Chalmers  Jr. 

Court  records  show  that  Chalmers  brokered  about 
twenty  1- million -barrel  tankerloads  of  Iraqi  oil  for  Car- 
doen— right  up  until  Saddam  invaded  Kuwait.  This  was 
not  the  most  savory  of  businesses,  and  Chalmers  extracted 
a  fat  fee  for  his  services — $2  a  barrel;  the  standard  fee  for 
brokering  oil  is  more  like  a  nickel  a  barrel  or  less. 

Apparently  Chalmers  was  relentless  in  his  demands  for 
profits.  John  Pastis,  56,  a  onetime  Atlanta  drug  informant 
now  working  at  his  son's  building  contracting  firm,  has 
been  in  and  out  of  the  oil  trade  over  the  past  20  years. 
Pastis  says  he  was  in  Chalmers'  suite  in  a  posh  Vienna  hotel 
cutting  a  deal  for  Nigerian  crude  during  a  meeting  of  OPEC 
ministers  there  in  December  1988.  Who  should  show  up 
but  the  suave  Cardoen.  Chalmers  and  Cardoen  retired  to 
another  room,  and  Pastis  recalls  a  desperate-sounding 
Cardoen  shouting:  "What's  the  matter?  Isn't  $2  a  barrel 
enough  for  you?  It  takes  money  to  build  cluster  bombs!" 
Pastis  got  nervous.  As  a  drug  informant  he  was  used  to 
danger,  but  the  illicit  arms  trade  is  even  rougher  than  the 
drug  business.  "Don't  worry,"  Pastis 
says  Chalmers  assured  him  later.  "This 
[deal]  has  the  full  approval  of  the  U.S. 
government." 

Pastis  bought  the  explanation:  It  was 
an  open  secret  that  until  the  invasion  of 
Kuwait,  the  U.S.  was  tacitly  encouraging 
arms  sales  to  Saddam  to  help  create  a 
bastion  against  the  mullahs  running 
Iran.  Yes,  there  was  officially  a  U.S. 
embargo  on  arms  going  to  either  Iran  or 
Iraq,  but  Bayoil' s  middleman  role  for 
Cardoen    was    technically    legal    since 
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Harris'  boyhood      |ja 
pal,  oil-for-arms 
trader  David 
Chalmers  Jr., 
wouldn't  talk 
to  us.  This  was 
as  close  as  we 
got— his  walled 
Houston 
mansion. 
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Chalmers  never  took  possession  of  any  bombs.  (Cardoen 
is  under  indictment  in  Miami  on  charges  of  falsifying 
export  documents  to  cover  a  shipment  of  zirconium  for 
use  in  bombs,  but  has  not  been  extradited  from  Chile.) 

In  fact,  court  documents  show  Chalmers  was  far  more 
than  just  a  well-paid  broker  of  Iraqi  oil.  At  one  point  in 
1988  he  was  floating  plans  for  a  $3  billion  petrochemical 
project  in  Iraq.  This  was  the  infamous  PC2  compLex 
designed  by  Bechtel  but  never  completed.  Besides  ethyl- 
ene, PC2  would  have  made  key  ingredients  for  mustard 
gas  and  explosives. 

And  then  there  is  Bay  Industries,  Inc., 
identified  bv  Treasury  agents  as  an  Iraqi 
front  company  at  the  time  of  the  Kuwait 
invasion.  Are  the  two  Bays  connected? 
Both  Ed  Carey  and  John  Fastis  claim  that 
they  are.  They  say  they've  heard  that  Bay 
Industries  was  launched  in  the  early 
1980s  and  that  Chalmers  Sr.  was  in- 
volved with  it.  Fastis  says  he  once  met 
Chalmers  Jr.  and  Bay  Industries  Presi- 
dent Mansour  Wadi  in  London  as  the  two  were  waiting  for 
a  table  at  a  restaurant. 

What  about  Coastal  Chairman  Oscar  Wyatt,  fellow 
trader  to  the  elder  Chalmers?  He  has  had  nothing  to  do 
with  Bay  Industries,  he  says.  But  he  has  had  dealings  with 
Saddam.  Over  the  years  he  has  been  a  significant  buyer  of 
Iraqi  crude.  In  a  much-publicized  mercy  mission  in  De- 
cember 1990,  just  before  the  Allied  air  war,  Wyatt  flew  to 
Baghdad  and  helped  win  the  release  of  22  Western 
hostages.  No  business,  said  Wyatt,  just  humanitarianism. 
But  he  later  boasted  to  Vanity  Fair  magazine  about  the 
many  favors  he  did  for  former  CIA  head  William  Casey. 

It  would  seem  sensible  to  investigate  whether  there 
were  links  between  Chalmers  Jr.'s  arms  trading  and  Harris' 
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"No  one 
has  covered 
themselves 
with  glory," 
admits  a 
Chase  lawyer. 


huge  losses  in  oil  trading.  But  neither  the  victimized  bank 
nor  the  federal  prosecutors  seem  to  have  bothered.  Why 
not?  Here's  our  hypothesis: 

It  takes  big  bucks  to  finance  armament  trading,  especial! 
ly  with  a  warmonger  like  Saddam,  who  could  pay  only  ii 
oil  when  the  arms  were  delivered.  You  can't  just  go  to  ; 
bank  and  say  you  wanted  to  finance  murderous  weapon  i 
for  a  bloody  dictator.  But  you  could  borrow  money  foi 
something  else  and  then  divert  it.  The  international  oi 
market,  involving  billions  of  dollars  in  trading  every  day 
offered  a  convenient  venue. 

Was  it  merely  coincidence  that  at  the 
very  same  time  Chalmers  got  rolling  witl. 
Bayoil  and  Cardoen,  Harris  quit  Phibro 
to  start  Arochem?  We  doubt  it. 

Arochem  was  set  up  ostensibly  to  buy 
a  small,  potentially  valuable  Puerto  Ri 
can  benzene  refinery.  Harris  bought  tht 
80,000-barrel-a-day  plant  for  about  Sl( 
million,  then  put  in  about  $40  million  to 
repair  it.  The  refurbished  refinery  wenil 
into  operation  in  1988,  but  for  Harris,  cracking  towers 
were  almost  incidental.  His  main  activity  was  trading  in  oili 
buying  and  selling  it  in  huge  quantities.  Harris  traded  both 
futures  contracts  and  ''wet"  oil — that  is,  oil  cargoes  ir 
transit — in  private  off-market  deals.  One  of  the  name: 
frequently  appearing  on  the  other  side  of  Harris'  trade 
was  David  Chalmers  Jr.'s  Bayoil. 

Chase's  commodity  lending  team — since  departed- 
considered  Harris  an  excellent  risk.  Chase  kept  a  third  of  the 
$245  million  it  lent  Arochem  on  its  own  books  and 
syndicated  the  rest  to  Swiss  Bank,  Bank  Brussels  Lambert. 
Banque  Indosuez  and  Finland's  Skopbank.  Chase  thus 
extended  more  than  twice  the  financing  needed  for  a  refiner} 
Arochem 's  size.  Why  not?  Arochem  was  a  gold  mine  for 

Forbes  ■  January  30, 1995 


fees.  Chase  got  a  S5  million  upfront  fee  for  arranging  the 
credit,  and  the  banks  each  got  their  share  of  lucrative 
letter-of-credit  financing  for  Arochem.  If  Arochem  lost 
money,  the  banks  figured,  they  could  get  most  of  their 
money  back  bv  foreclosing  on  the  refiner}'.  The  refinery 
w as  ostensibly  worth  a  lot  more  than  what  Harris  put  into 
it  because  demand  for  its  "aromatic"  output — chemicals 
like  benzene — was  strong. 

WTiat  caused  the  deal  to  explode?  Will  Harris  made  a 
major  mistake.  He  took  in  minority  partners.  They  includ- 
ed Edwin  Wells,  a  former  Allen  &  Co.  investment  banker 
who  took  an  1 1%  equity  stake  for  himself.  Wells'  deal  also 
automatically  increased  his  equity  if  refinery  repairs  ran 
over  budget.  Eventually,  Wells  claimed  majority' 
ownership. 

Alarmed  by  Arochem's  trading  volume  and  by  unex- 
plained losses  at  the  refinery,  director  Wells  began  asking 
questions.  Getting  no  good  answers,  his  lawyers  wrote 
long  warning  letters  to  Chase  even  before  Chase  made  its 
first  loan  to  Arochem  in  early  1990.  (Previously,  Chase 
had  lent  to  Arochem  through  Drexel  Burnham.)  Wells 
even  hired  Chevron's  former  top  trader,  Richard  Perkins, 
to  study  Arochem's  trading. 

Perkins  says  he  found  good  reason  to  believe  that  much 
of  the  money  Harris  was  losing  on  trading  was  ending  up 
in  other  accounts,  including  Bayoil's. 

How  much  of  the  bank  borrowing  was  thus  diverted? 

:  Perkins  says  there  was  the  potential  for  tens — maybe 

hundreds — of  millions  of  dollars  to  be  skimmed.  In  fact, 

-  one  letter  from  a  Harris  crony,  found  by  Wells,  openly  asks 

|  about  the  "S200  million  in  a  Swiss  bank"  account.  Pastis 

:    also  says  a  Bayoil  source  told  him  there  is  S200  million 

v!  stashed  in  Liechtenstein  and  elsewhere,  to  be  split  with 

tyi  Chalmers  when  Harris  exits  the  calaboose. 

How  do  you  make  embezzlement  look  like  honest 

-■  tosses?  Obscured  by  his  blizzard  of  oil  trading — sometimes 

8  million  barrels  a  dav,  or  almost  as  much  oil  as  the  U.S. 
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imports — Harris  could  easily  have  arranged  deals  that 
secretly  left  the  risk  and  the  losses  with  Arochem  and  put 
the  profits  elsewhere.  If  the  trade  went  bad,  Arochem  got 
it;  if  the  trade  made  money,  someone  else — Bayoil,  maybe, 
or  a  secret  bank  account — got  it. 

Oil  traders  do  big  business  in  unlisted  options,  provid- 
ing a  further  smoke  screen.  Perkins  points  to  deals  in  which 
Harris  would  buy  a  put  option  on  a  cargo  of  crude  from  a 
friendly  counterpart  like  Bayoil  and  resell  a  similar  contract 
in  the  oil  market.  If  oil  prices  climbed,  the  put  would 
expire  worthless  and  Bayoil  would  pocket  the  price  of  the 
option,  while  Arochem  would  break  even.  If  oil  prices 
dropped,  and  the  ultimate  buyer  exercised  the  put,  Aro- 
chem could  absorb  the  loss  while  conveniently  neglecting 
to  exercise  its  put  against  Bayoil,  Perkins  theorizes. 

Kind  of:  Heads  Arochem  loses,  tails  Arochem  loses. 

Evidence  of  Harris'  rigged  trades  emerged  in  a  1990 
lawsuit.  Troy  Parker,  a  trader  suing  Los  Angeles-based 
U.S.A.  Petroleum,  run  by  Harris  acquaintance  John 
Moller,  claims  he  once  expressed  alarm  to  Moller  over  the 
risk  of  selling  puts  to  Arochem.  Parker  says  Moller  told  him 
to  relax:  Arochem  wasn't  going  to  exercise  the  put. 
Documents  show  Moller  kicked  the  money  received  for 
the  options  back  to  a  private  Harris  bank  account — later 
claiming  it  was  just  a  loan. 

Perkins  says  Arochem  records  show  a  number  of  such 
suspicious  deals  with  Moller,  Bayoil  and  another  trading 
company  called  Delaney  Petroleum,  run  from  London  bv 
Michael  Linehan,  a  longtime  friend  and  associate  of 
Chalmers.  Among  Linehan's  traders:  Oscar  Wyatt's  son 
Steven. 

The  list  of  characters  keeps  lengthening — and  with  it  the 
suspicious  circumstances.  There's  Irwin  L.  (Smittv) 
Vosko,  a  mastermind  of  complex  oil  and  metals  trades, 
now  in  his  70s  and  retired  to  London.  Vosko  headed 
Bayoil's  key  Nassau  office  in  the  Bahamas.  Also  working 
there  was  Peter  Shaddick,  who  spent  a  year  in  prison  for 
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Oil  mystery 


1.  Chase  and  four 

European  banks  lent 

more  than  $200  million  to 

Arochem.  2.  Through 

phony  oil  deals,  Arochem         industries 

may  have  "lost"  much  of 

that  money  to  Bayoil  and  other 

traders.  3.  Meanwhile,  Bayoil 

was  marketing  Iraqi  oil  that  was 

paid  for  arms.  4.  Bayoil  kept 

about  $2/bbl.,  then  sent  the 

money  to  Chilean  bomb-maker 

Carlos  Cardoen.  5.  Cardoen,  using 

U.S.  equipment  and  components,  was  a 

major  arms  supplier  to  Iraq  throughout  the 

1980s.  6.  Another  front  for  Iraqi  arms-buying 

was  Bay  Industries,  run  from  Los  Angeles.  The  big 

question:  Did  Chase's  money  find  its  way  into.  Bay 

Industries  or  into  other  arms  deals? 
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helping  Michele  Sindona  loot  the  Franklin  National  Bank 
in  1974. 

It  was  probably  Wells'  whistle- blowing  that  sparked  the 
first  federal  probe  into  Arochem's  activities,  in  1990.  An 
investigation  by  a  joint  fbi-irs  team  in  Connecticut  result- 
ed in  grand  jury  subpoenas  in  October  1991  naming, 
among  others:  Bayoil;  Moller;  Goldman,  Sachs'  J.  Aron 
commodities  unit;  a  Houston  oil  firm  run  by  Vosko's  son; 
and  companies  controlled  by  Manuel  Rojas.  Rojas  is  a 
Chilean  close  to  Cardoen  who  lined  Harris  up  with  a 
lucrative  deal  for  Indonesian  feedstock  for  Arochem. 

One  plausible  theory  is  that  Harris  planned  to  eventually 
repay  Arochem's  creditors  with  profits  from  the  arms 
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deals,  but  the  tightening  noose  of  the  federal  investigatio ! 
made  it  impossible  to  hide  the  money  flows. 

How  did  Chase  react  to  the  probe?  It  hired  former  fi  • 
and  CIA  head  William  Webster,  then  head  of  litigation  i , 
the  Washington  office  of  Milbank  Tweed.  Just  as  tbj 
Connecticut  FBI  task  force  was  about  to  pounce,  com 
records  show,  Webster  called  an  unidentified  governmer  | 
official,  asking  that  agents  from  the  FBI's  New  York  offic 
raid  Arochem's  headquarters  on  Christmas  Eve   1991 
New  York  FBI  agents  arrested  Harris  and  grabbed  the  cas 
from  their  Connecticut  counterparts. 

The  Connecticut  money-laundering  probe  was  halll 
ed — much  to  the  ire  of  the  FBI  and  IRS  agents  then 
Instead,  Arochem  became  a  simple  case  of  bank  fraud 
misstated  balance  sheets. 

Chase  grabbed  Arochem's  shuttered  refinery  and  force 
its  sale  for  $6  million.  The  buyer  is  an  Israeli  investc 
named  Gad  Zeevi,  who  owes  Chase  a  bundle  on  ye 
another  troubled  Puerto  Rican  refinery.  Unsecured  Arc 
chem  creditors  with  upward  of  $15  million  in  claims  go 
nothing.  Neither  did  Ed  Wells  or  the  other  minorit 
partners  who  put  $20  million  into  Arochem.  Wells  is  suin 
everybody  in  sight:  60  defendants  at  last  count.  Deposi 
tions  and  discovery  could  take  at  least  three  years. 

Three  of  the  four  other  banks  in  the  Arochem  credit  ar 
suing  Chase.  Separately,  Chase  is  suing  Arochem's  audi 
tor,  Ernst  &  Young,  and  has  moved  to  sue  two  othe 
European  banks  that  provided  trade  finance  to  Arochem' 
Cayman  Islands  affiliate. 

Chase  denies  knowing  of  any  arms  trading  and  insists  a, 
the  court  cases  against  it  "have  no  merit" — including 
newly  filed  suit  by  Arochem's  bankruptcy  trustee  tha 
accuses  Chase  and  34  other  defendants  of  helping  t< 
"loot"  Arochem.  Admittedly,  though,  concedes  Milbanl 
partner  Richard  Tufaro:  "No  one  has  covered  themselve 
with  glory  in  this  case." 

Perhaps,  as  these  cases  unfold,  more  of  this  mystery  wil 
be  solved.  But  if  there  is  hidden  money,  a  lot  of  peopli 
seem  to  prefer  it  isn't  found.  ■ 
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EXCEEDSM  process.  So  besides  a  required 
business  audit  of  world-class  quality,  you  also 
receive  inspiring  business  advice. 


History  is  to  be  made, 
not  just  reported. 


Arthur 
Andersen 

Arthur  Andersen  &  Co,  SC 


or  <x  uunitna 


EDITED  BY  FLEMING  MEEKS 


Successful  entrepreneurs  aren't  made,  George  Broady 
says.  "They're  cornered."  He  speaks  from  experience. 

Expensive  lessons 


By  R>  Lee  Sullivan 


Ultrak  Chairman  George  Broady 

A  little  knowledge  is  a  dangerous  thing. 


A  FORMER  military  policeman, 
George  Broady  thought  he  knew 
something  about  the  security  busi- 
ness. And  as  a  stock  analyst  in  the  trust 
department  of  First  National  Bank  in 
Dallas,  Broady  thought  he  knew 
something  about  investing. 

But  a  little  knowledge  is  a  danger- 
ous thing.  A  year  after  putting 
$80,000,  a  good  chunk  of  his  savings, 
into  a  startup  company  developing  a 
wireless  h  me  alarm  system,  Broady 
realized  the  product  was  a  dud.  "It 
was  a  blow,"  says  Broady,  then  31. 
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But  Broady  is  the  sort  who  learns  from 
bad  experience  rather  than  being  dev- 
astated by  it. 

Now,  25  years  later,  Broady  runs 
Dallas-based  Ultrak,  Inc.,  a  marketer 
of  video  security  systems.  He  sells 
equipment  to  big  outfits  like  adt  and 
Brink's.  He  also  sells  security  systems 
through  Wal-Mart's  Sam's  Club 
warehouse  store  chain.  Sales  last  year: 
$80  million. 

Not  everyone  has  the  confidence 
and  the  stamina  to  turn  defeat  into 
victory.  Broady,  now  56,  was  con- 


vinced there  was  a  future  in  ho 
security  and  confident  that  he  co 
figure  out  how  to  take  advantage 
the  opportunity.  Inspiration  ca 
from  a  1970  television  news  sh 
about  how  few  police  cars  were  av 
able  for  neighborhood  pati 
Coughing  up  another  $10,0 
Broady  bought  a  squad  car,  hire 
retired  cop  and  set  himself  up  in 
private  patrol  business. 

He  went  door-to-doo 
affluent  Dallas  neighb 
hoods,  offering  to  prov 
more  patrol  hours  as  m 
residents  joined.  In  15 
his  Network  Security  Co 
earned  $5.3  million  on  r 
enues  of  $59  million.  1 
following  year  he  sold  < 
to  Inspectorate  Inter 
tional,  a  Swiss  conglom 
ate,  for  $165  million.  P 
sonally  clearing  $  1 1  milli 
on  the  deal,  Broady  \ 
planning  to  go  into  m 
chant  banking.  "I  was  j 
ing  back  to  my  first  lo 
investing,"  he  says. 

But  the  new  owners 
his  old  company  wanted 
get  rid  of  the  division  t 
imported  alarm  equipmi 
components.      He     coi 
have  the  Ultrak  division 
book     value,     $662 ,0( 
Otherwise,    it    would 
shuttered.  "A  whole  lot 
people  I  had  just  hired  vv 
going   to    be   put   out 
work,"  he  says,  explaini 
why  he  took  the  deal. 

Broady  quickly  narrow 
the  little  operation's  fix 
to  closed-circuit  televisi 
surveillance    systems.    1 
Japanese     companies     1 
Sony,  Mitsubishi  and  Toshiba  dor 
nated  the  business,  but  Broady  w< 
to  Korea,  where  small  outfits  w< 
making  the  stuff  the  Japanese  wi 
selling  under  their  names.  Soon 
was  selling  a  system  that  was  1 
enough  to  cover  a  grocery  store 
around  $24,000,  20%  less  than  i 
going  rate. 

Over  the  next  three  years  Bros 
put  up  $2.5  million  of  his  own  a 
and  raised  $1.2  million  from  a  19 
stock  offering.  The  money  went 
expand   distribution   to  wholesal 
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"I  need  a  couple  or  raincoats 
cleaned  overnigfnt.77 


Say  the  word,  and  our  valets  will  clean  and  deliver  your  clothing  by  morning.  If  it's  wrinkled,  they'll  Ap 

hs  it  with  equal  dispatch.  We  will  polish  your  shoes  with  a  virtuoso's  touch,  and  ir  need  be,  even  provide       loS? 

laces-all  with  our  compliments.  And  our  room  service  chefs  will  ensure  your  breakfast     -j-,  ^  „ 

;  ves  well  before  your  5:30  a.m.  taxi.  In  this  value-conscious  era,  the  demands  of  business 
land  nothing  less.  For  reservations,  telephone  your  travel  counselor  or  call  1-800-332-3442. 

Four  Seasons  •  Regent.  Defining  the  arl  oj service  al40  hotels  in  H)  countries. 


Four  Seasons  •  Recent 
hotels  and  resorts 


up  a  COMERS 


like  Arius  and  King  Alarm  and  install- 
ers like  Wells  Fargo  and  Mosler.  Busi- 
ness boomed. 

In  1991  Wal-Mart,  a  big  Ultrak 
customer,  was  looking  for  a  video 
surveillance  system  to  retail  to  homes 
and  small  businesses.  Broady  found  a 
Korean  manufacturer  who  could  turn 
out  a  home  system  that  could  sell  for 
under  $300.  Shortly  before  Christ- 
mas, Ultrak  began  shipping  to  Sam's 
Club  a  video  camera  and  monitor  that 
hooks  up  to  a  VCR  and  starts  to  record 
whenever  an  intruder  triggers  a  mo- 
tion detector.  It  retails  for  $299;  for 
$180,  you  can  buy  an  add-on  that 
automatically  dials  an  emergency 
number  and  plays  a  prerecorded 
break-in  message.  Broady  plans  to 
market  a  similar  line  to  discounters 
like  Target  and  Kmart  this  year. 

Along  the  way  Broady  got  a  painful 
reminder  of  the  dangers  of  ceasing  to 
focus  your  business.  In  1992  he  tried 
to  repeat  his  success  with  inexpensive 
surveillance  outfits  by  selling  cheap 
PCs  into  the  warehouse  club  market. 
The  timing  was  awful;  computer 
manufacturers  like  Compaq  began 
cutting  prices  and  selling  to  discount- 
ers. In  1993  Ultrak  took  a  $1.5  mil- 
lion charge  to  shut  down  the  opera- 
tion. "An  awful  expensive  lesson," 


Inspiration  came  from  a 
1970  television  news  show 
about  how  few  police  cars 
were  available  for 
neighborhood  patrol. 


Broady  sighs. 

With  that  behind  Ultrak,  Randal 
Ferguson,  an  analyst  with  First 
Western  Securities  in  Fort  Worth, 
expects  Ultrak  to  earn  $3.8  million, 
or  56  cents  a  share,  on  revenues  of 
$100  million  this  year.  At  a  recent 
price  of  7,  Ultrak's  shares  trade  at 
less  than  13  times  expected  1995 
earnings;  Broady's  34%  stake  in  the 
company  is  worth  $16  million. 

"Heroes,"  says  George  Broady, 
reflecting  on  the  disaster  that  be- 
fell his  first  foray  into  business, 
"aren't  made,  nor  born.  They're 
cornered."  H 


FOLLOW  THROUGH 


Gone  ice  fishing 


Digi  International's 

new  chief  executivi 

Ervin  Kamm 

So  far, 

no  sleepless 

nights. 


Overthe  past  five  years,  Eden  Prai- 
rie, Minn. -based  Digi  International 
landed  five  times  on  the  Forbes  list 
of  the  200  Best  Small  Companies  in 
America.  Its  profits  quadrupled,  to 
$  1 7  million,  or  $  1 . 1 5  a  share,  for  the 
fiscal  year  ended  in  September,  on 
revenues  of  $131  million.  Digi  made 
its  mark  turning  out  circuit  boards 
that  allow  multiple  terminals  to  share 
data  using  a  single  PC  (Forbes,  Nov. 
8,  1993). 

But,  as  it  usually  does  to  fast- 
growing  smaller  companies,  nemesis 
caught  up  with  Digi.  First  a  major 
supplier,  Toshiba,  stopped  making  a 
key  memory  chip  with  just  60  days' 
notice.  Digiscrambled  to  buy  partson 
the  gray  market  and  redesign  19 
separate  circuit  boards  to  accommo- 
date other  chips.  "That  cost  us  a 
couple  of  cents  a  share,"  says  Presi- 
dent Mykola  (Mike)  Moroz. 

Margins  were  squeezed  when 
Digi  stepped  up  theprivatelabelingof 
its  PC-sharing  circuit  boards  to  big 
computer  companies  like  IBM,  NEC 
and  AT&T.  This  boosted  revenues 
but  hurt  operating  margins. 

Digi's  stock  took  a  dive,  falling 
50%,  to  HVi.  "I  took  it  personally," 
says  Moroz,  57.  "I  started  not 


sleeping  nights."  His  wife  worried 
about  his  health,  remembering  the 
heart  attackhe  had  had  five yearsearl 
er.  In  July  Moroz  announced  he  w: 
quitting  by  the  end  of  1994. 

"The  company  just  got  to  be  to< 
big  for  me,"  he  says.  "I  looked  at 
and  said,  'Do  I  need  this?'  "  With 
$  1  million  in  Digi  stock  and  option: 
Moroz  is  spending  the  winter  ice 
fishing  and  fielding  offers  from 
startups. 

Meanwhile,  at  Digi,  the  board  re 
cruitedErvinKamm,55,totakeMoi 
oz's  place.  A  West  Point  graduate 
who  was  director  of  systems  analysh 
for  the  North  American  Air  Defens 
Command,  Kamm  is  expanding  Di> 
gi's  product  line.  For  example,  ono 
new  product  lets  business  travelers 
quickly  tap  into  home-office  local 
area  networks  using  a  laptop.  Anoth 
er  allows  res  to  share  voice,  data 
and  video  information. 

Kamm's  goal  is  to  push  Digi's 
revenues  to  $500  million.  Investors, 
who  have  bid  Digi's  o-t-c  shares 
back  up  to  around  I8V2,  are  begin- 
ning to  share  his  confidence.  "The 
only  debate,"  declares  Kamm,  "is 
whether  it  takes  four  years  or  five 
years."  -Gary  Samuel 
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iAPERSHIP  15  6EING  5UCCE55FUL  FOR  OVER  125  VEAR5. 

These  days,  especially  in  the  financial  world,  a  company  that's  over  a  century  and  a  quarter 

old  is  obviously  doing  the  right  things.  MetLife  was  founded  in  1868  and  since  then  we've  become 

the  largest  issuer  of  life  insurance  in  North  America  (face  value  $1.2  trillion).  We  have  $8.1  billion 

in  total  capital,  $163.4  billion  in  assets  under  management,  and  in  1993  paid  out  $32.2  billion 
to  policyholders  and  beneficiaries.  Nothing  succeeds  like  success. 

SETMET.ITPAV5: 

1-800-MetLife 


■JUTS  ©  United  Feature  Syndicate.  Inc. 


94074W6-MLIC-LD©1995  Metropolitan  Life  Insurance  Co.,  NY,  NY 


After  shooting  up  nearly  1,000%,  Russian  stocks 
dropped  by  half.  Such  volatility  is  almost  the  least 
of  the  risks  in  this  ultimate  developing  market. 

High-tension 
investing 


By  Paul  Klebnikov 

With  all  the  gleaming  investment 
opportunities  available  in  the  world 
today,  why  would  anyone  want  to 
mess  around  in  Russia? 

John  Kleinheinz  of  Texas-based  San 
Antonio  Capital  Management  answers 
for  himself  and  other  hedge  fund  oper- 
ators dipping  their  toes  in  the  chilly 
Russian  waters:  "The  values  are  so  low 
that  many  people  are  thinking  it's  a 
once-in-a-lifetime  opportunity.'" 

How  low  are  these  values?  The 
market  capitalization  of  Russian  equi- 
ties is  about  $20  billion  for  the  23 
largest  companies  combined:  less 
than  the  market  capitalization  of  a 
single  U.S.  giant  like  Exxon,  AT&T  or 
IBM.  Western  investors,  mostly  U.S. 
hedge  funds,  have  about  $2.2  billion 
invested  in  the  market,  according  to 
the  dominant  foreign  broker  in  Mos- 
cow, cs  First  Boston.  That's  relatively 


small  change  for  the  foreign  investors 
but  already  represents  a  sizable  stake 
in  Russian  industry. 

Probably  the  largest  single  portfo- 
lio of  Russian  stocks  belongs  to 
George  Rohr's  Bermuda- based  New 
Century  Holdings,  which  holds  an 
estimated  portfolio  of  over  $200  mil- 
lion in  Russia.  George  Soros  is  close 
behind,  with  just  under  $200  million. 


Other  big  players:  Julian  Robertsc 
Tiger  Management,  about  $100  r 
lion;  Michael  Steinhardt,  about  $]  f) 
million;    New    York-based    Croe 
Capital   Management,  $80  milli  |; 
San  Antonio  Capital,  $50  million. 

Even  by  hedge  fund  standards, 
is  nail-biting  stuff.  In  1993  a  Lond< 
based  commodities  trader,  Tra 
world  Group,  bought  20%  of  the  gi  t 
Krasnoyarsk  Aluminum  Plant  r 
about  $10  million.  Three  months  ;  b 
Transworld  was  informed  by  the  Ki 
noyarsk  managers  it  had  been  wi]  jl 
off  the  shareholder  register.  So  sue  i 

Transworld 's  partner  in  the  Kj  - 
noyarsk  deal,  as  in  most  of  its  ot 
deals  in  Russia,  was  a  Monaco-ba  I 
company  called  Trans-cis  Comm<  - 
ities.  Trans-CIS  is  run  by  Lev  Cherr 
a  shadowy  metals  trader  from  Uzbc 
stan  rumored  to  be  a  gangster  c< 
trolling  much  of  Russia's  alumim  % 
trade.  In  Russia  it's  tough  to  fig  e 
out  where  the  government  and  leg 
mate  business  people  leave  off  s  1 
gangsters  begin. 

Most  of  the  hedge  funds  have  bci 
careful,  buying  only  the  largest,  m  it 
liquid  issues.  San  Antonio  Capitis 
holdings  are  oil  companies  like  Luk 
and  Tomskneftegaz,  40%  of  its  pc 
folio.  The  rest  is  spread  among  alui 
num  companies  Sayansk  and  Irkut 
cement    companies    KatavTvano- 
and  Ulianovsk;  forest  products  cot 
panies  Bratsk  Timber;  the  telephc 
monopoly      Rostelekom;      shippi 
company  Volga  tanker. 

Russian  investors  Michael  Steinhardt  (top), 

George  Soros  (left) 

and  Julian  Robertson 

Buying  at  fire-sale  prices;  nail-biting 

stuff,  even  by  hedge  fund  standards. 
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Fisher  Island. 
Unlike  any  community  in  the  world. 


In  1925,  William  K.  Yanderbilt  II  could  have  chosen  anywhere  in  the  world  to  create  his  elegant  seaside  winter 
estate  suitable  for  hosting  captains  of  industry,  presidents,  kings  and  princes. 

He  chose  Fisher  Island  in  Florida,  overlooking  the  Gulf  Stream,  Biscayne  Bay 
and  the  skylines  of  Miami  and  Miami  Beach. 

Three-quarters  of  a  century  later,  Fisher  Island  has  remained  absolutely  faithful 
to  the  original  design  and  purpose  William  Vanderbilt  envisioned  for  it. 

In  the  last  decade,  the  developers  of  Fisher  Island  have  re-created  the  princely- 
lifestyle  that  flourished  on  this  historic,  museum-quality  estate. 

Today,  it  offers  an  array  of  world-class  amenities,  including  seaside  golf,  tennis 
on  three  surfaces,  an  international  spa,  magnificent  beaches,  fine  restaurants,  two 
deepwater  marinas,  shops  and  the  ultimate  in  privacy  and  security.  More  than  four  hundred  of  the  world's  most  promi- 
nent families  from  thirty-nine  countries  now  live  in  splendid  residences  in  Vanderbilt  Style. 

Fishei  Island,  Florida  33109  (305)  535-6071/  (800)  624-3251,  Fax  (305)  535-6008.  (^^!^sMfi 

Your  inquiry  is  welcomed  and  appreciated.  f  FISHER  ISLAND 


Unlike  any  community 
in  the  world 


Residences  from  $X(X).(XK)  to  $4,8(X),000.  Guests  of  residents  are  welcome  to  stay  in  restored  Vanderbilt  Kra  Guest 
Cottages  and  Seaside  Villas,  from  $425  to  $l,0fX)  per  night. 


Ihis  project  is  registered  with  the  \cw  Jersey  Heal  Ks[arc  Communion.  SJREC  9074-71  1  [o7I6.  Registration  docs  nor  const i 
Ness  Jersey  Public  Offering  surcmcnl  heforc  signing  anything  'Phis  is  not  an  offering  to  any  person  in  an',  stale  where  I 


itc  an  endorsement  of  the  merits  or  value  of  the  project  Obtain  and  lead  the 
eh  jn  offering  may  not  lawfully  be  made   Equal  I  lousing  Opportunity 
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Russian  investing 

The  hedge  funds  usually  execute 
their  trades  through  one  of  the  top  six 
Moscow  brokers:  three  Western 
ones — cs  First  Boston,  Brunswick 
Brokerage  and  Troika  Dialog;  and 
three  Russian  ones — Grant,  Russia 
Brokers  and  Rinako  Plus. 

Most  of  the  action,  even  between 
Russian  parties,  takes  place  outside 
Russia.  Here's  how  a  deal  works: 

A  hedge  fund  signs  a  purchase/sale 
contract  in  New  York.  The  stocks  are 
either  dollar-priced  or  dollar-in- 
dexed, so  the  principals  don't  have  to 
worry  about  the  ruble.  The  fund  wires 
funds  from  its  Bermuda-based  com- 
pany to  the  Cayman  Islands  subsid- 
iary of  a  Russian  bank.  To  get  the 
shares  registered  on  company  books, 
you  need  a  stockbroker,  a  Moscow- 
based  law  firm  or  one  of  the  indepen- 


'The  values  are  so  low  that 
many  people  are  thinking 
Russia  is  a  once-in-a- 
lifetime  opportunity." 


dent  share  registry  services. 

Taxes?  No  one  seems  to  know  for 
sure  if  foreigners  should  pay  a  20%  tax 
on  their  capital  gains  (if  any)  to  the 
Russian  government. 

How  are  the  risk-loving  foreigners 
doing?  The  cs  First  Boston  index  of 
the  23  Russian  blue  chips  rose  from 
190  in  March  to  1706  in  mid-Sep- 
tember, then  crashed,  and  the  revised 
2 1  -company  index  now  stands  at  734. 
Those  who  bought  early  retain  enor- 
mous profits,  but  they  are  probably 
outnumbered  by  those  who  arrived  in 
July  and  August,  when  the  market  was 
peaking.  These  losers  should  have 
known  better:  When  a  market  shoots 
up  nearly  1,000%,  it  is  due  for  a 
reaction. 

Some  of  the  unlucky  ones  are  hang- 
ing on,  hoping  to  be  rescued  by  a  fresh 
wave  of  foreign  money.  In  about  six 
months  the  Russians  are  expected  to 
have  improved  custodial  arrange- 
ments and  strengthened  stock  market 
regulations.  That  could  be  the  catalyst 
for  a  new  capital  invasion.  After  all, 
the  Russian  market  could  double 
again  and  still  be  worth  less  than 
Exxon.  BR 
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Paul  Kahn  very  much  wanted  to  start  his  own  company 
Instead  he  found  plenty  of  challenge— and  headaches 
in  running  somebody  else's. 

Filling  the 
founder's  shoes 


By  Rita  Koselka  and  James  M.  Clash 

A  funny  thing  happened  to  Paul 
Kahn  on  the  way  to  starting  his  own 
company.  He  went  back  to  work  for 
somebody  else's  company. 

From  1989  to  1993  Kahn,  now  50, 
was  president  of  AT&T  Universal  Card, 
the  phone  company's  credit  card  op- 
eration. He  built  it  from  scratch  into  a 
business  with  17  million  cardholders 


and  more  than  $1  billion  in  revenue 
Bursting  with  confidence,  he  It 
AT&T  Universal  in  May  1993  detc; 
mined  to  put  his  talents  to  work  f 
himself.  But  before  Kahn  cou 
launch  his  own  act,  he  was  asked 
the  board  of  SafeCard  Services  Inc.  S 
he'd  like  to  run  that  company.  Touj 
decision.  His  heart  was  set  on  creatii 


SafeCard  Chief  Executive  Paul  Kahn 

"You  can't  have  top-quality  service  if  employees  don't  feel  valued." 
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s  own  company,  but  here  was  a  great 
hallenge  and  a  chance  to  make  a  lot 
money:  S750,000  a  year  in  salary', 
. .  nd  options  for  1  million  SafeCard 
jscd  i  hares  at  around  S 1 3,  the  market  price 
sine  t  the  time.  In  December  of  1993 
ahn  said  yes  to  the  SafeCard  offer. 
Started  in  1969  by  an  ambitious 
ntrepreneur  named   Peter  Halmos 
|nd  his  brother  Steven,  SafeCard  es- 
ntially  is  a  registry  for  consumers' 
redit  cards;  if  the  cards  are  lost  or 
olen,  SafeCard  quickly  informs  issu- 
s.  Currently  some  13  million  card- 
blders  pay  S15  to  S45  a  year,  de- 
nding  on  the  services  provided. 
As  Kahn  evaluated  the  SafeCard 
er,  he  was  struck  by  how  profitable 
e  company  was  and  what  a  solid 
unching  pad  it  could  be  for  expan- 
n.  On  1993  revenues  of  S167  mil- 
n,   SafeCard   earned   S31    million 
11.10  a  share),  a  20%  return  on 
bital.   It  had  no  debt  and   SI 80 
lillion  in  cash  in  the  bank. 
But  under  Peter  Halmos,  SafeCard 
kd  become  a  company  obsessed  with 
leurity.      Every      employee      was 
larched  as  he  or  she  exited  SafeCard 
padquarters  in  Cheyenne,  Wyo.  The 
iilding  was  controlled  by  fingerprint 
lentification  systems.  Armed  guards 
lamed  the  halls.  It  was  not  an  atmo- 
Ihere  that  encouraged  innovation  or 
Ik-taking.  Amidst  hostilitv  and  dis- 
lsion,  Halmos  finally  left  in  1992. 
ihn  quickly  fired  all  eight  top  man- 
ors and  got  rid  of  Halmos'  over- 
)wn  security.  "You  can't  have  top- 
kality  service  if  employees  don't  feel 
Jlued,"  Kahn  says. 
Next:  Computerize  the  place.  Un- 
recently  SafeCard  kept  its  credit 


Richard 
Interdonato, 
head  of  operations 
"We  brought 
the  best  from  our 
old  companies," 
says  the  former 
American  Express 
executive  of 
SafeCard's  all- 
new  management. 


card  records  on  microfilm.  Working 
with  SafeCard's  new  head  of  opera- 
tions, Richard  Interdonato,  formerly 
of  American  Express,  Kahn  is  spend- 
ing $6  million  to  computerize  every 
facet  of  the  Cheyenne  operation. 

Now  for  the  growth  that  Kahn  had 
come  there  to  achieve.  But  not  any 
growth.  It  had  to  be  related  to  the 
solid  business  that  Halmos  had  creat- 
ed. In  September  SafeCard  spent  S35 
million  in  cash  to  purchase  Wright 
Express  Corp.,  a  Portland,  Me. -based 
$12  million  (1993  revenues)  compa- 
ny that  issues  credit  cards  to  truck  and 
auto  fleet  drivers  and  monitors  their 
expenses  (Forbes,  Dec.  20,  1993). 

The  hottest  growth  area  in  credit 
cards  these  days  is  "co-branding." 
For  example,  each  dollar  charged  on  a 
Citibank  Advantage  card  adds  a  fre- 
quent flier  mile  in  American  Airlines' 
Advantage  program.  In  August  Kahn 
announced  a  co-branding  deal  be- 
tween SafeCard  and  the  Professional 
Golfers  Association  tour.  Purchases 
on  the  new  PGA  Tour  card  will  build 
points  toward  golf  tournament  tickets 
and  other  golf- oriented  rewards. 
SafeCard  will  get  a  percentage  of  the 
S55  membership  fee  and  of  other 
potential  services — including  golf 
clinics,  a  direct  mail  golf  catalog  and 
operating  golf  tours. 

But  there  remains  a  very  big  worm 
in  Kahn's  apple.  It's  called  Peter  Hal- 
mos. In  1994,  SafeCard's  revenues 
rose  13%  over  the  prior  year,  but 
earnings  sank  36%.  A  big  reason  for 
the  earnings  plunge  is  lawsuits 
launched  against  SafeCard  and  vari- 
ous insiders  by  Halmos. 

Bitter  at  his  treatment  by  SafeCard, 


Halmos  has  been  suing  the  company 
and  its  directors  in  courts  in  New 
York,  Florida,  Wyoming  and  Illinois 
for,  among  other  things,  defamation 
of  character  and  loss  of  incentive  pay. 
Halmos  is  demanding  some  $200 
million  from  SafeCard,  which  has 
spent  more  than  $11  million  in  the 
last  two  years  defending  itself  against 
the  suits.  Never  mind  that  none  of  the 
suits  has  really  gotten  anywhere.  Re- 
cently a  class  action  suit  has  been 
filed — in  tandem  with  Halmos' 
claim — by  seven  SafeCard  investors 
charging  stock  fraud  by  Kahn  and 
company  directors. 

Frank  Marino,  SafeCard's  new  vice 
chairman  (and  Kahn's  former  attor- 
ney), says  Kahn  wants  to  settle,  but 
Halmos  won't  come  to  the  table. 
Retorts  Halmos:  "When  they  pay  me 
what  I'm  owed,  it  can  be  settled." 

Kahn's  tactic  for  dealing  with  the 
pesky  lawsuits  is  to  refuse  to  be  para- 
lyzed. He's  going  ahead  with  his  ex- 
pansion as  though  they  weren't  there. 

Thomas  Donatelli,  a  securities  ana- 
lyst at  Wertheim  Schroder,  predicts 
the  company  (which  will  change  its 
name  to  Ideon  Group  in  April)  will 
earn  at  least  $1.25  a  share  in  fiscal 
1995  (ending  Oct.  31),  up  from  70 
cents  a  share  last  year.  Donatelli  cites 
strong  growth  in  the  basic  card  notifi- 
cation operation,  and  the  fact  that  the 
trucking-and-fleet  operation  will  kick 
in  nicely  this  year. 

Kahn  plans  to  make  SafeCard's  ac- 
counting more  conservative  by  writ- 


Every  employee  was 
searched.  Armed  guards 
roamed  the  halls. 


ing  off  customer  acquisition  costs 
over  one  to  three  years  instead  of  1 1 
to  12  years  currently;  the  change  will 
result  in  a  one-time  noncash  aftertax 
charge  of  about  $45  million.  But  it 
will  make  SafeCard's  bookkeeping 
look  a  lot  more  solid  and  improve  the 
quality  of  its  earnings. 

With  SafeCard's  stock  now  at 
around  $17,  Kahn's  already  in  the 
money  to  the  tune  of  $750,000  on 
the  options  that  have  vested  since  he 
joined  the  company.  Now,  if  only 
those  lawsuits  would  go  away.        IB 
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A  corporate  executive  warns  the  Internet  could  be 
his  company's  "biggest  productivity  reducer."  The 
truth  about  cyberspace  is  this:  New  technologies  go 
through  three  phases— mania,  bankruptcies,  rebirth. 
Right  now  it's  mania  time  on  the  Internet. 


Where's  the 


money 


y  David  C.  Churbuck 
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Roderick  Braithwaite  thought 
that  he  had  the  information  super- 
highway all  figured  out.  His  Victoria, 
B.C.  company,  Internet  Order 
House,  built  an  electronic  catalog  for 
an  Edmonton  merchant  selling  back- 
packs. He  put  the  catalog  on  the 
Internet's  World  Wide  Web,  told  the 
Net  where  it  was,  and  waited  for  the 
customers  to  show  up. 

He's  still  waiting.  "We  have  been 
dismayed  at  the  lack  of  interest  to 
date,"  Braithwaite  confessed  to  an 
Internet  mailing  list  in  October,  one 
month  after  opening  the  electronic 
store.  "I  mean,  we're  talking  two 
responses  total,  and  one  of  those  was  a 
Tiend  of  mine." 

Mark  Radcliffe,  a  Palo  Alto,  Calif, 
awver  and  coauthor  of  the  Multi- 
media Law  Handbook,  had  a  similar 
experience.  He  put  a  S30  abridged 
electronic  version  of  the  book  up  for 
ale  on  the  Online  Bookstore.  "We've 
lad  about  1 ,000  lookers,  but  not  one 
ale,"  he  says.  "We  thought  multi- 


media law  was  a  natural  for  people  on 
the  Internet.  But  people  don't  want 
to  pay  for  anything.  I  guess  it  is  all  part 
of  the  culture." 

If  you  believe  some  of  the  pub- 
lished hyperbole,  20  million  people 
worldwide  are  on  the  Internet,  and 
this  network  of  hip,  modem-ready 
computer  users  is  growing  15%  a 
month.  That's  435%  a  year. 

Internet  is  on  everybody's  lips  and 
in  everybody's  news  stories.  A  Nexis 
search  shows  2,475  newspaper  stories 
containing  the  word  Internet  in  just 
one  month,  November.  That  was  a 
gain  of  309%  from  a  year  earlier. 

But  where  is  the  flood  of  spending 
money  this  great  phenomenon  was 
supposed  to  unleash?  As  John  Little, 
founder  of  Portal  Information  Net- 
work, Inc.,  a  Cupertino,  Calif.  Inter- 
net access  provider,  puts  it,  "It  is  still  a 
lot  easier  to  pick  up  the  phone  and 
order  a  pizza  than  log  on  to  the 
computer  and  do  it. 

"The  things  happening  to  the  In- 


ternet are  the  same  things  that  hap- 
pened in  the  videotext  industry,"  Lit- 
tle continues.  "People  wouldn't 
spend  $700  on  a  limited-function  TV 
set  to  look  up  a  phone  number.  All  in 
all  I  think  we'll  be  seeing  a  lot  of 
disappointment  in  the  Internet  very 
soon.  Right  now  it  is  like  an  enormous 
library  with  no  card  catalog.  People 
look  around  and  leave." 

Don't  tell  this  to  Wall  Street.  Amer- 
ica Online,  the  premier  pure  play  in 
on-line  services,  trades  at  131  times 
earnings.  Netcom  On-Line  Commu- 
nication Services,  which  is  in  the  busi- 
ness of  providing  connections  to  the 
Internet,  went  public  a  month  ago  at 
13  and  has  since  shot  up  to  24 Vi.  That 
is  1,212  times  earnings.  It  values  each 
Netcom  subscriber  at  a  preposterous 
$3,600. 

Venture  capital  is  pouring  into  any- 
thing with  the  word  Internet  in  it — at 
least  $30  million  in  the  last  six 
months,  according  to  newsletter  Ven- 
tureFinance.  Bolt  Beranek  &  New- 
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For  cellist  Yo-Yo  Ma,  calling  a 
hotel  room  home  is  nothing  new. 
While  on  tour,  it  might  be  a  converted 
monastery  in  Florence  one  day,  and 
a  Hong  Kong  high-rise  the  next.  Not 
surprisingly,  Yo-Yo  Ma  prefers  to  travel 
light.  A  goal  made  easier  by  his  new 
IBM  ThinkPad®  755CE.  And  more  dif- 
ficult by  his  250-year-old  Stradivarius, 
which,  understandably,  requires  its 
own  separate  seat  on  the  plane. 


'MB  =  million  bytes  'IBM's  Statement  ot  Limited  Warranty  is  available  upon  request  (call  1 800  772-2227)  International  Warranty  Service  is  available  only  in  countries  where  ThinkPad  is  sold  and  serviced  Registration  required  Other  restrictions  apply  IBM  a 
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The  IBM  ThinkPad  755CE:  486DX4  100MHz  processor,  10.4"  black -matrix  TFT  color 
display  (measured  diagonally),  removable  810  MB'  hard  drive,  built-in  speakerplume,  fax 
modem.  Infrared  Tile  Transfer,  3-year  warranty.  Far  an  IBM  Authorized  Business  Partner, 
call  I  800  772-2227.  Or  for  details  by  fax,  call  I  800  IBM  IT \\  (key-in  ID*  1622). 


There  is  a  difference" 
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man,  an  electronics  firm  with  a  spotty 
earnings  history,  is  trying  to  get  back 
in  Wall  Street's  good  graces.  It  has 
dumped  a  hardware  division  and  is 
putting  its  money  into  acquiring  re- 
gional Internet  networks. 

AT&T  reportedly  paid  $50  million 
for  the  Interchange  Online  Network, 
an  on-line  service  that  hasn't  even 
started.  America  Online  just  shelled 
out  $30  million  to  get  BookLink 
Technologies,  a  firm  working  on  an 
Internet  interface.  At  the  time  of  the 
sale,  BookLink  had  but  15  employ- 
ees, had  been  in  existence  for  all  of 
nine  months  and  had  yet  to  sell  its  first 
piece  of  software. 

Are  most  of  these  eager  investors 
fated  to  be  disappointed?  If  technol- 
ogy takes  its  usual  path,  the  answer  is 
almost  certainly  that  they  will  be  dis- 
appointed with  a  capital  "D."  Hu- 
man beings  have  a  stubborn  habit  of 
not  doing  things  when  the  technolo- 
gists say  they  ought  to.  The  real  reve- 
nue shows  up  a  decade  or  two  later. 

Railroads  changed  the  world  in  the 
19th  century,  but  many  of  the  early 
railroad  companies  went  broke.  So 
did  many  of  the  pioneer  auto  compa- 
nies. Three  decades  ago,  it  was  pre- 


dicted that  IBM,  General  Electric,  RCA 
and  Control  Data  would  dominate 
the  computer  age.  Only  IBM  actually 
made  it.  Several  of  today's  leading 
players,  including  Compaq  and  Ap- 
ple, were  created  only  when  the  com- 
puter era  was  already  30  years  old. 

Few  of  the  pioneers  in  TV  have  even 
survived — remember  Dr.  Allen  Du- 
Mont,  his  manufacturing  company 
and  his  network?  The  movie  compa- 
nies, once  thought  to  be  victims  of  TV, 
turned  out  to  be  among  the  biggest 
winners. 

In  short,  the  triumph  of  technology 
is  foreseeable;  what  direction  it  will 
take  and  how  society  will  use  it  is  not 
predictable. 

So  it  may  be  with  the  Internet. 

Yes,  there  are  people  making  mon- 
ey off  the  Internet  right  now.  But  they 
aren't  the  people  selling  products  on 
the  Internet  or  reengineering  their 
businesses  around  the  Internet.  They 
are  the  folks  selling  connections  to  it, 
software  to  navigate  it,  seminars  tout- 
ing it  and  books  explaining  it. 

Put  it  this  way:  Hyping  the  Internet 


has  become  almost  as  big  a  business  as  I 
the  Internet  itself.  Books  in  Print  hasl 
230  titles  that  include  the  magic  word 
Internet.   Laurence   Canter  and   his 
wife  Martha  Siegel,  the  pioneers  oij 
Internet  junk  mail,  were  roundly  at- 
tacked for  the  on-line  advertising  o! 
their  legal  business.  No  matter.  Nov\j 


Internet  is  on 
everybody's  lips 
and  in  everybody's 
news  stories— 
2,475  of  them  in  just 
one  month,  November. 
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they're  cleaning  up  with  their  How  t\ 
Make  a  Fortune  on  the  Information 
Superhighway  (HarperCollins,  $20)1 
"It  isn't  often  that  you  have  an  oppor  J 
tunity  to  take  part  in  the  developmenj 
of  a  great  new  industry,  but  it's  aboul 
to  happen  to  you  right  now,"  Cantej 
and  Siegel  gush  in  the  book.  "By  thj 
time  you  finish  this  book,  you'll  bj 
able  to  cybersell  with  thj 
_best  of  them." 
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ne  play  can  mean  the  difference  between  winning  and  losing.  One  fax  can  mean  the  difference  between  the 
right  play  and  the  wrong  one.  Perched  high  in  a  press  box  at  Soldier  Field  with  a  bird's  eye  view  of  the  opposing 
defense,  Chicago  Bears  offensive  coordinators  diagram  plays  and  send  them  down  to  the  sideline.  They 
send  them  down  to  a  Muratec  plain-paper  fax  with  superfine  resolution  and  image  smoothing.  After  all, 
a  picture  can  be  worth  more  than  a  thousand  words.  Six  points  to  be  exact.  Muratec.  1-800-543-4636 
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So,  if  you  can't  sell  products  on  the 
Net,  you  can  still  sell  advice  to  people 
who  think  they  can  sell  products  on 
the  Net.  Last  year  Mecklermedia  of 
Westport,  Conn,  folded  its  on-line 
marketplace  only  two  weeks  after 
opening  for  business.  But  it  hauled  in 
$1.3  million  hosting  an  Internet  trade 
show,  double  the  year-earlier  figure. 

In  the  early  days  of  the  gold  rush,  it 
isn't  the  prospectors  who  get  rich.  It's 
the  folks  selling  steamship  tickets  to 
California,  blue  jeans  and  picks  who 
get  rich. 

The  hype  is  breathtaking.  Consider 
this  excerpt  from  a  brochure  touting  a 
$695-per-person  conference  in  Los 
Angeles  this  March  on  "The  Business 
of  Interactive  Information": 

"...  a  multitrillion-dollar  industry 
based  on  the  dynamics  of  interactive 
information  flowing  into  and  out  of 
our  homes,  offices,  cars,  and  class- 
rooms ....  a  digital  superhighway 
that  provides  datariders  with  any- 
time/anywhere information  ....  a 
world  where  virtual  reality  is  reality. 
The  result  will  be  an  electronic  global 
community  living,  working  and  play- 
ing in  cyberspace.  And  the  biggest 
new  market  opportunity  in  history." 
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Who  are  these  20  million  Internet 
users?  A  fair  number,  we'll  wager,  are 
already  suffering  from  Internet  burn- 
out. Here's  the  syndrome.  You  access 
the  Australian  Defence  Force  Acade- 
my archive,  then  paw  through  37 
comments  about  a  Unisys  patent  that 
has  on-line  fans  in  a  tizzy  because  it 


"Right  now  it  is 
like  an  enormous 
library  with 
no  card  catalog. 
People  look  around 
and  leave." 


threatens  their  photo  downloading, 
then  read  the  same  Pentium  joke  for 
the  third  time  in  a  Usenet  newsgroup. 
Then  what?  Maybe  you  go  back  to 
your  TV  set.  Maybe  even  pick  up  a 
book  or  a  magazine. 

We  know  of  a  foreman  with  no 
computer  experience  who  acquired  a 
sudden  fascination  with  the  Internet 
last  summer  after  seeing  on-line  erot- 


ica at  a  neighbor's  house.  Soon  he  h 
a  spanking  new  computer  with 
14,400-bit-per-second  modem  ai 
SLIP  connection  so  that  he  cou 
cruise  the  Web  in  all  its  graphical  uj 
interface  detail.  After  downloading 
picture  of  a  naked  woman  (it  took  2 
minutes),  he  went  back  to  readii 
Playboy.  Now  he  uses  the  machine 
play  Doom  and  store  phone  numbe 

"Consumers  won't  put  up  with  t 
slow  speed  and  unpredictability  oft 
Internet,"  says  Lee  Levitt,  an  anal] 
at  International  Data  Corp.  "Corp 
rate  America  is  looking  at  the  Interr 
as  the  opportunity  to  save  their  bu 
ness.  It  won't  happen.  Coca-C( 
won't  take  orders  for  six-packs  < 
line." 

Even  if  the  Internet  were  alrea 
the  most  efficient  way  to  buy  groc< 
ies,  it  would  be  a  long  while  befc 
consumers  preferred  it  to  their  c1 
shopping  habits.  Maybe  Time  Warr 
should  be  grateful  that  technology 
glitches  caused  its  video-on-demai 
service  to  get  off  to  such  a  slow  start 
Orlando.  It  will  take  a  decade  to  we 
consumers  from  their  rented  videc 
In  short,  Sumner  Redstone  wast 
stupid  when  he  paid  $7  billion  to  b 
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Only  from  the  mind 

ofMinolta... 
The  Watchdog  Copier! 


Introducing  the  CS-Pro  Series! 

With  hidden  electronic  Watchdogs 
to  unleash  CS  (Customer  Satisfaction). 
Watchdogs  that  guard  against 
misfeeding,  guard  against  miscopying 
and  cut  malfunctions  way  back. 
Plus:  Minolta's  S.M.A.R.T.  System. 
So  clever,  it  calls  the  Dealer  by  itself... 
to  prevent  downtime.  Press  a  button, 
it  even  orders  toner  and  supplies! 
n  addition,  our  Automatic  3-hole  punch 
and  Booklet  Making  Mode.  All  these 
features  and  1 00%  productivity. 
To  give  this  Watchdog  a  home, 
just  call  1-800-9-MINOLTA 


Copiers 

Cameras 

Faxes 

Digital  Systems 

Document  Imaging 

Camcorders 

Binoculars 

Only  from  the  mind 
ofMinolta 


MINOLTA 


■  NOlTACOflPOflATlON 


■-M,i:ii:;yi>!iTi.ii:iiJ.\iM:^ 


Blockbuster  Video  for  his  Viacom 
last  year. 

Of  course,  any  business  that  ig- 
nores cyberspace  ignores  the  future, 
but  the  smart  ones  aren't  yet  putting 
big  bets  on  it.  As  a  way  to  move 
merchandise,  it  has  not  proven  itself 
and  probably  won't  for  a  long  time. 

Condom  Country  is  an  Internet 


"We  have  been  dismayed 
at  the  lack  of  interest 
to  date.  I  mean,  we're 
talking  two  responses 
total,  and  one  of  those 
was  a  friend  of  mine." 

server  run  by  five  enterprising  young 
MIT  graduates  who  wanted  to  build 
electronic  catalogs  but  needed  a 
working  prototype  to  show  prospects. 
Between  1 ,000  and  3,000  people  visit 
Condom  Country  every  day.  Maybe  8 
buy  condoms.  The  Economist  esti- 
mates it  receives  a  dozen  subscrip- 
tions a  month  via  the  Electronic 
Newsstand,      an 
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Internet  service. 

Sex  does  seem  to  sell — perhaps  be- 
cause the  anonymity  of  the  Internet 
makes  users  less  embarrassed.  Open 
Market  Inc.'s  directory  of  commercial 
sites  on  the  World  Wide  Web  lists 
1,582  businesses,  ranging  from  sex 
chat  lines  to  nightclubs.  Open  Market 
President  Shikhar  Ghosh  says  the  two 
most  popular  queries  to  the  index's 
search  tool  are  "Microsoft"  and 
"sex." 

Maybe  that's  not  all  bad — soft  porn 
helped  get  the  video  business  rolling. 
Now  videotape  sales  and  rentals  have 
turned  into  a  $14-billion-a-year 
mainstream  business — exactly  39 
years  after  Ampex  Corp.  invented  the 
videotape  recorder.  Remember  Am- 
pex? Last  year  the  sickly  stock  was 
delisted  from  Nasdaq. 

What  about  corporate  use  of  the 
Internet?  It  makes  a  lot  of  sense  for 
Digital  Equipment  Corp.  or  Sun  Mi- 
crosystems to  publish  product  specs 
on  line :  nerds  talking  to  nerds.  But  is  it 
yet  time  for  the  average  insurance 
broker  or  freight  forwarding  firm  to 
be  Internet- ready? 

Jay  Weiss,  a  senior  analyst  at  Burger 
King  headquarters  in  Miami,  Fla.,  is 


evaluating  the  Internet  and  the  cor  | 
mercial  on-line  services  as  a  chann 
for  communications  within  the  cor; 
pany  and  out  to  its  customers,  supp 
ers  and  distributors.  "I  discoven 
that  the  Internet  can  potentially  1 
the  company's  biggest  productivi 
reducer,"  says  Weiss.  Why?  Emplo 
ees  spend  working  hours  surfii 
through  alt. chat.  Adds  Weiss,  "I  a 
trying  to  locate  actual  business/str 
tegic  uses  of  the  Internet,  and  haver 
found  any  besides  E-mail." 

"Technology  always  starts  out  as 
solution  in  search  of  a  problem,"  sa 
new-media  analyst  Denise  Caruso 
San  Francisco.  "No  one  needs  tf 
stuff  yet.  Billions  of  dollars  will  be  lc 
in  this  market." 

The  exalted  information  highw 
will  one  day  be  used  by  Everyma 
But  don't  hold  your  breath.  Or  bj 
your  company.  ■ 
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If  you're  managing  your  company's  finances, 

what's  your  next  move? 


eMa 
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Real  Solutions5"  from 
Sprint  Business 


»:« 


Real  business  challenges  demand 
Real  Solutions.  The  new  program  that's 
helping  businesses  boost  their  bottom  lines. 
Your  free  action  plan 

Call  us  for  a  free  top-to-bottom  analysis  of  where 
your  business  stands,  with  information  such  as 
industry  comparisons  for  operating  expenses,  spend- 
ing trends  and  other  vital  financial  benchmarks. 
Talk  to  a  professional  business  consultant 
You'll  have  unlimited  access  to  our  experienced  staff 
of  professional  consultants  at  the  Real  Solutions 


Business  Center.  They'll  work  with  you  on  strategies 
to  manage  finances  more  efficiently.  And  show  you 
how  advanced  communications  technology  can  help 
your  business  do  more  business. 
Here's  what  else  you'll  get: 

•  Flat  rate  pricing  (to  take  the  guesswork  out  of 
monthly  expenses). 

•  One  simplified  bill  combining  voice  and  data. 

•  Free  software  to  receive  your  bill  on  a  disk. 

•  Credits  for  valuable  business  products  and  services. 
So  call  today  for  Real  Solutions.  It's  your  move. 


1-800-816-REAL 


Sprint 

Business 


©  1994  Sprint  Communications  Company  L.P.  Monthly  minimum  and  term  plan  apply. 
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COMPUTERS/COMMUNICATIONS 


Can  a  PC  make 
you  a  sharper 
manager? 


EfflmamiEaa 


Richard  A.  Shaffer  is  founder  of  Technologic 
Partners,  a  technology  consulting 
company  in  New  York  City,  and  publisher  of 
Technologic  Computer  Letter. 


The  first  generation  of  personal 
computer  software  was  clerical.  It  re- 
placed secretaries  and  bookkeepers. 
I'm  talking  about  programs  like 
spreadsheets  and  word  processors. 

The  next  generation  of  PC  software 
was  designed  to  inform  or  entertain 
us.  In  this  category  are  games  like 
Myst,  reference  works  like  dictionaries 
and  atlases,  and  CD-ROMs  that  teach 
your  kid  to  read. 

Now  a  new  category  is  emerging 
that  blends  the  other  two.  It  does 
clerical  work,  but  it  knows  more  than 
a  mere  spreadsheet  or  word  processor 
program.  Call  it,  if  you  will,  middle 
manager  software.  When  sold  to  cor- 
porate users,  it  replaces,  not  a  secre- 
tary, but  a  memo  pusher  in  the  per- 
sonnel or  marketing  department. 

This  is  good  news  not  just  for  the 
many  employers  that  are  cutting  costs 
by  firing  middle  managers.  It  is  also 
an  opportunity  for  a  new  round  of 
software  entrepreneurs.  Startups 
have  no  prayer  of  dislodging  the  en- 
trenched giants  of  clerical  applica- 
tions (like  Microsoft,  Lotus  Develop- 
ment Corp.  and  Novell's  WordPer- 
fect division).  Bur  they  can  break  new 
ground  in  the  more  creative  applica- 
nt) 


tions  that  rise  above  clerical  work. 

On  the  simplest  level,  publishers 
are  adding  information  to  familiar 
clerical  programs.  Microsoft,  for  ex- 
ample, has  improved  Word  for  Win- 
dows by  including  links  to  CD-ROM 
versions  of  the  American  Heritage 
Dictionary  and  the  Hammond  Atlas. 
Intuit,  soon  to  be  acquired  by  Micro- 
soft, embeds  the  CD-ROM  version  of  its 
Quicken  home  accounting  program 
inside  a  package  that  includes  an  in- 
teractive guide  to  mutual  funds  and 
videos  of  financial  advice . 

Smaller  publishers  are  going  fur- 
ther. Two  prime  examples  are  Em- 
ployee Appraiser  from  little  Austin- 
Hayne  in  Redwood  City,  Calif,  and 
Performance  Now!  from  Knowledge- 
Point  in  Petaluma,  Calif.  Both  of 
these  programs,  which  cost  between 
$50  and  $100,  help  managers  write 
up  appraisals  of  the  workers  who  re- 
port to  them. 

The  Austin  -Hayne  application  or- 
ganizes the  performance  categories  to 
be  considered  ("initiative,"  "team 
work"  and  so  on).  Then  it  lays  out  an 
on-screen  form  in  which  to  enter  data 
and  construct  the  report.  It  leads  the 
boss  through  various  libraries  of  stan- 
dard text,  such  as  "always  tackles 
problems"  or  "works  well  in 
groups."  Such  boilerplates  can  be 
modified  to  make  comments  less  or 
more  adulatory — in  the  event  that 
Joe  Employee  is  "too  informal  in 
group  situations." 

Think  of  the  possibilities.  A  few 
keystrokes  automatically  turn  a  warm 
appraisal  into  a  hatchet  job. 

This  exercise  completed,  Employ- 
ee Appraiser  gives  the  boss  all  the 
tools  of  a  typical  word  processor  with 
which  to  dress  up  the  report  on  a  nice 
typewritten  page.  In  a  similar  vein, 
KnowledgePoint  produces  Descrip- 


tions Now!  and  Policies  Now!,  which 
aid  in  writing  job  descriptions  and] 
employment  policy  handbooks. 

Negotiator  Pro,  the  first  product 
from  a  company  of  the  same  name, 
tackles  the  somewhat  nebulous  fiek 
of  bargaining.  The  user  answers  ques- 
tions about  his  bargaining  objectives 
and  company  strengths  and  those  of 
his  opponent,  which  the  program 
translates  into  a  summation  of  each) 
side's  relative  advantages  or  disadvan- 
tages. Then  it  is  up  to  the  user  to  take 
these  results  and  fashion  them  into  a 
written  negotiating  plan  in  the  word  j 
processor  that  comes  with  the  soft- 
ware. A  glossary  of  negotiating  terms 
and  a  compendium  of  a  dozen  case 
histories  round  out  the  program. 

Doesn't  sound  like  the  kind  of| 
thing  that  would  help  Sumner  Red- 
stone in  a  crucial  merger  battle.  On) 
the  other  hand,  it  may  enable  a  bu- 
reaucratic corporation  to  dump  some 
of  its  bureaucrats  and  have  the  survi- 
vors write  faster. 


A  few  keystrokes 
automatically  turn  a  warm 
appraisal  into  a  hatchet  job. 


Some  of  these  "expert"  applica- 
tions come  dressed  up  in  multimedia. 
One  is  Crush,  from  Hands- On  Tech 
nology,  a  year- old  venture  backed  by 
Silicon  Valley  PR  legend  Regis  Mc- 
Kenna  and  other  investors.  Crush, 
named  for  a  strategy  McKenna  suc- 
cessfully urged  on  Intel  in  the  late 
1970s,  is  supposed  to  help  product 
managers  and  other  marketing  types 
crush  the  competition.  It  has  the  user 
build  a  file  of  competitors'  strengths 
and  weaknesses  and  then  displays  the 
data  graphically.  The  fun  starts  when 
the  user  connects  to  audio  and  video 
coaches  for  several  hours  of  tips  on 
marketing  strategy  from  the  likes  of 
Fred  Smith  of  Federal  Express  and,  of 
course,  Regis  McKenna. 

Let's  be  realistic.  Computer  pro- 
grams aren't  going  to  replace  the 
critical  element  of  judgment  in  busi- 
ness management.  But  their  creators 
may  find  new  ways  to  speed  up  bu- 
reaucratic chores  and  perhaps  even  to 
inspire  the  bureaucrats  to  higher 
achievements.  ■ 
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CHECK   THE    MILEAGE. 


AIR  BAG  COMPUTERS 
Irwindale,  CA 


AIR  BAG  INFLATORS 
&  MODULES 

Ogden,  UT 


TIE  ROD  ENDS 

Brewer,  ME 


INTERIOR  PLASTICS 
&  ARMRESTS 

Dover,  NH 


URETHANE 
La  Porte,  TX 


BRAKE  COMPONENTS 

Charleston,  SC 


LEATHER 
Williamsport,  MD 


PISTONS 
Morristown,  TN 


FORGED 

CRANKSHAFTS 

Louisville,  KY 


CYLINDER  HEADS 

&  MANIFOLDS 

St.  Louis,  MO 


More  than   270.000  Camrys  are  built 


rgttown.    Kentuck, 
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EVTRY  YEAR,  Toyota  buys  thousands  of  parts  from  \  U.S.  suppliers.  Whether  it's  engine  blocks  from  Ohio, 
communities  right  across  the  country.  In  fact,  we  buy  )  batteries  from  Tennessee  or  wiper  systems  from  New 
more  than  $4.6  billion  per  year  in   parts  for  both       /       York,  our  investment  in  local  industries  is  paying  off  in 


domestic  and  overseas  production,  from  more  than  440       (       the  form  of  thousands  of  jobs  across  the  United  States. 

INVEST!  N  G       I  N       THE       THING  S       W  E       ALL       CARE       ABOUT.  I  O  ■  O  I  A 

For  more  information  about  Toyota  in  America  write  Toyota  Motor  Corporate  Services,  9  West  57th  Street,  Suite  4900-J2,  New  York,  NY  10019 
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SCIENCE  &  TECHNOLOGY 


The  case  for 
herd-following 


COMMENTARY  BY  MICHAEL  GIANTURCO 


Michael  Gianturco  is  a  portfolio  manager. 
His  forthcoming  book  on  investing  in  technology 
stocks  and  funds  is  The  Market  that  Beats  the  Market 
(Little  Brown,  1995). 

It  is  almost  a  cliche-  on  Wall  Street 
to  go  off"  in  search  of  "underowned 
and  undervalued"  stocks.  The  idea  is 
that  you  find  some  undiscovered  baby 
Wal-Mart  trading  over-the-counter  at 
12  times  earnings.  Within  a  few  years 
the  steady  earnings  gains  attract  at- 
tention and  the  institutions  crowd  in. 
That's  when  you  unload  at  23  times 
earnings. 

It's  a  lovely  idea,  but  the  truth  is 
that  the  market,  even  in  thinly  traded 
o-t-c  stocks,  is  pretty  well  picked  over. 
Genuine  bargains  are  extremely  hard 
to  uncover. 


After  a  tepid  performance  in 
1994,  the  technology  sector 
will  enjoy  a  strong  1995. 


When  you  tire  of  trying  to  find 
overlooked  bargains,  consider  trying 
the  reverse  strategy.  Buy  stocks  that 
are  popular  with  the  institutions — 
specifically,  with  mutual  funds.  Un- 
derstand that  I  would  not  make  a 
practice  of  this  or  use  it  as  a  long-term 
strategy,  but  just  now  it  won't  hurt  to 
pick  one  or  two  such  stocks.  Be  a 
herd-follower. 

Herd-following  doesn't  make  any 
sense  in  a  bear  market.  But  if  you 
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think  a  bear  market  is  a  long  way  away, 
keep  reading. 

Take  a  look  at  the  table.  Here  are 
25  profitable  technology  stocks  with 
market  values  of  less  than  $1  billion, 
ranked  by  the  number  of  brokerage 
analysts  who  have  posted  earnings 
forecasts.  The  most  heavily  analyzed 
companies  on  this  list  (Cordis,  Bro- 
derbund  and  Sequent)  are  each  being 
followed  by  17  analysts. 

Notice  the  second  column  of  fig- 
ures, showing  the  number  of  institu- 
tional holders  of  these  stocks.  It  is  no 
accident  that  heavily  followed  stocks 
are  widely  held  by  institutions  like 
banks,  insurance  companies  and 
(most  significantly)  mutual  funds. 

Stock  analysts  are  not  stockbrokers, 
but  it  must  be  clearly  understood  that 
the  analysts'  research  reports,  busi- 
ness relationships  and  briefings  are  an 
important  part  of  the  marketing 
mechanism  through  which  stocks  are 
sold  to  institutional  buyers.  You  can 
look  at  a  company's  institutional 
stock  holdings  to  determine  how 
many  of  its  shares  have  been  bought 
up  by  professional  money  managers. 
(You  can  find  this  figure  by  looking  in 
the  s&p  Security  Owner's  Stock  Guide 
or  in  an  on-line  database,  such  as 
Telescan  of  Houston.) 

But  knowing  what  money  manag- 
ers have  bought  is  not  the  full  picture. 
It  also  helps  to  know  what  they  are 
being  sold.  If  many  different  analysts 
from  many  different  brokerages  have 
been  assigned  to  follow  a  particular 
stock,  then  you  can  assume  the  stock 
is  being  well  and  vigorously  marketed 
to  fund  managers. 

When  cash  flows  into  funds,  their 
managers  tend  to  build  positions  in 
stocks  they  already  own.  So,  if  cash 
keeps  coming  into  equity  funds,  it's  a 
fair  assumption  that  managers  will 
buy  more  of  these  favored  stocks. 

That  is,  to  be  sure,  a  big  if.  In  a 
severe  downdraft — one  bad  enough 
to  trigger  fund  redemptions — these 


same  stocks  are  vulnerable  to  indis- 
criminate institutional  selling.  These 
stocks  are  also  vulnerable  individually 
to  institutional  selling  on  earnings 
disappointments,  since  17  analysts 
can  foment  an  awful  lot  of  disappoint- 
ment. But  these  are  the  risks  you  are 
taking  if  you  decide  to  invest  along 
with  the  funds  and  other  institutions. 
In  an  up  market,  the  rewards  out- 
weigh the  risks. 

After  a  tepid  performance  in  1994, 
I  think  the  technology  sector,  and  the 
science  and  technology  sector  funds, 
will  enjoy  a  strong  1995.  One  stock 
on  this  list  that  seems  intriguing  is 
Cerner  Corp.,  a  clinical  information 
systems  company  based  in  Kansas 
City,  Mo.  At  a  recent  46,  it  is  trading 
at  39  times  earnings  of  $1.18  over 
the  12  months  through  September. 
This  is  expensive  in  comparison  with 
the  market  as  a  whole,  but  not  in 
comparison  with  the  other  stocks  on 
the  table  favored  by  institutional  buy- 
ers. Buv  it  at  46  or  better.  Hi 


Where  analysts  swarm 

Company 

Analysts 

Institutions 

following  it 

that  own  it 

Cordis 

17 

193 

Sequent  Computer 

17 

131 

Broderbund  Software 

17 

123 

Scimed  Life 

16 

176 

Cypress  Semi 

16 

150 

Powersoft 

15 

114 

Altera 

14 

181 

Stratus  Computer 

13 

225 

Novellus 

13 

158 

Chipcom 

12 

157 

Ventritex 

12 

155 

Learning  Co 

12 

60 

Platinum  Technology 

11 

86 

Synopsys 

10 

171 

Octel 

10 

141 

Cerner 

10 

129 

Cadence  Design 

9 

149 

America  Online 

9 

113 

Banyan  Systems 

9 

93 

Landmark  Graphics 

8 

132 

Komag 

8 

116 

Peoplesoft 

8 

101 

Picturetel 

7 

73 

Maxim  Integrated  Prods 

6 

161 

Network  Equipment  Tech        6 

65 

Strategy:  Buy  stocks  that  institutions 
are  most  likely  to  buy  more  of. 
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Innovators  in  High-Tech  Solutions 

Seizing  New  Strategies  for  a 
Competitive  Edge 


i! 


A  Three-Part  Special  Section  Series  in  FORBES  ASAP 
Written  by  The  Yankee  Group 


companies  that  embrace  technological  advance- 
ments and  use  them  to  competitive  advantage. 

FORBES  ASAP,  the  technology  supplement  to  FORBES,  celebrates 
innovators,  and  their  visions,  in  three  critical  areas  —  client/server,  net- 
works and  mobile  communications/computing  —  in  an  upcoming  series 
of  special  advertising  sections. 

Written  by  Howard  Anderson,  founder  of  The  Yankee  Group,  a  world- 
wide technology  and  market  analysis  firm,  Innovators  in  High-Tech 
Solutions  will  explore  new  developments,  applications  and  show  how 
smart  companies  are  strategically  using  new  products  and  services. 


ASAP  Dates: 

Innovators  in  Client/Server  Systems 

June  5,  1995 

Closing:    March  20,  1995 


Forbes 


Innovators  in  Networks 

August  28,  1995 
Closing:   June  12,  1995 


K 


Innovators  in  Mobile  Communications/Computing 

October  9,  1995 

Closing:   July  24,  1995 


FORBES  ASAP:  The  Manager's  Guide  to  New  Technology 

tor  more  information,  contact  Arnold  Prives,  Director  of  Special  Projects,  (212)  620-2229 
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It's  been  40  years  since  Mount  Everest  was  first  scaled. 
Today  any  reasonably  fit  traveler  can  trace  some 
of  Sir  Edmund  Hillary's  footsteps. 

Himalayan  high 


By  Rita  Koselka 

No  ONE  is  yet  thinking  of  putting  a 
McDonald's  at  the  peak  of  Mount 
Everest.  At  29,000  feet,  it  is  still 
seldom  crested.  For  example,  our 
Sherpa  told  us  that  no  parties  at  all 
reached  the  summit  in  1994. 

Yet  nearby  Himalayas,  and  the  ris- 
ing foothills  below  Everest  itself,  have 
become  trekking  grounds  for  thou- 
sands of  tourists  each  year.  Provided 
you  are  in  reasonable  shape  and  are 
not  prone  to  altitude  sickness,  you'll 
have  little  trouble  walking  the  trails 
that  lead  to  the  base  of  Everest,  and 
maybe  even  scaling  the  peaks  of  small- 
er mountains  nearby.  You  can  even  do 
so  in  relative  luxury. 

Guided  treks — most  between  12 
and  21  days — can  be  arranged  three 
ways.  The  easiest  is  to  contact  tour 
operators  in  the  U.S.,  like  Himalayan 
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Travel,  Stamford,  Conn.;  Wilderness 
Travel,  Berkeley,  Calif;  or  Mountain 
Travel-Sobek,  El  Cerrito,  Calif.  Or 
you  can  deal  directly  with  a  tour 
operator  in  Kathmandu  via  fax.  A 
good  one  is  Asian  Trekking  (fax 
00977-1-411878). 

Even  if  you  are  fit,  a  certain  amount 
of  common  sense  is  called  for.  You'll 
start  trekking  at  about  10,000  feet, 
and  are  apt  to  tire  quickly  at  first.  (For 
lower-altitude  trekking,  many  tour- 
ists visit  the  Annapurna  region,  with 
trails  between  3,000  to  12,000  feet.) 

It's  wise  to  start  off  slowly,  or  better 
yet,  spend  a  few  days  in  thin  air  before 
starting  your  trek.  One  way  to  do  this 
is  to  allow  a  few  extra  days  and  fly  from 
Kathmandu  to  Lhasa,  in  Tibet  (eleva- 
tion, around  12,000  feet).  The  best 
hotel  is  the  Holiday  Inn,  at  roughly 


lilkyinac 

bthetast 

iiicysteaki 
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$100  a  night.  (Note:  Tibet  is  stilikvthen 
occupied  by  China;  get  visas  in  th.<\- iat are  tht 
U.S.  first.)  By  day, 

We  did  the  Lhasa  detour  and  on ^te  was  i 
return  to  Kathmandu  took  a  larg:<ie  higher 
Soviet-made  and  -manned  helicopter ™ped w, 
to  Lukla,  one  of  the  trekking  bases  fo  ymornint 
the  Everest  region.  There  we  wedatofours 
met  by  our  Sherpas,  an  entourage  c  fficjUM 
seven  for  just  the  two  of  us — a  guide,  id  basins  ( 
cook,  two  cook's  helpers,  and  thre  We  plant 
porters  who  carried  gear  in  baskets  o : ,imi  a  j 
their  backs.  All  we  had  to  do  was  carnu-o  davs- 
ourselves  and  enjoy  the  scenery. 

Treks  are  tailored  to  suit  the  age 
and  shape  of  the  hikers.  We  were  bot 
in  good  shape  and  in  our  early  30 
Older  or  more  sedentary  types  wi 
want  to  do  an  easier  trek.  We  starte 
off  our  12-day  journey  at  9,000  fee 
along  a  gentle  tree-lined  trail,  flanke  I 
on  both  sides  by  a  mixed  bag  c 
tourists.  But  as  we  trekked  higher,  th 
crowd  thinned  out.  At  first  we  saw  loi 
of  middle-aged  Germans  using  si 
poles  as  staffs,  French  of  every  age  i 
fashionable  neon  climbing  gear,  an 
Japanese  business  types,  who  barei 
broke  a  sweat,  decked  out  in  knicke: 
and  hiking  boots.  When  they  retur 
all  of  them  doubtless  will  dine  out  o 
stories  of  having — well,  almost — copj 
quered  Everest. 

Days  later,  and  thousands  of  fe< 
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igher,  the  trails  would  be  nearly 
eserted.  At  first  the  scenery  was  al- 
lost  alpine,  and  the  hiking  easy  and 
leasant.  Until  we  hit  the  first  rickety, 
anging  bridge.  We  held  the  hand- 
rils  tight  and  fought  the  sway  as  we 
loved  slowly  across,  trying  not  to 
>ok  down.  After  the  first  passage, 
lese  bridges  became  fun. 
Hanging  bridges  notwithstanding, 
e  were  never  far  from  a  place  to  stay 
r  to  get  a  hot  meal.  Or  emergency 
;sistance.  Lodges  and  teahouses  dot 
le  trails,  and  virtually  even'  Sherpa 
ome  is  an  inexpensive  bed-and- 
reakfast.  But  if  this  isn't  barebones 
lountain  climbing,  neither  is  it  four- 
lar  travel.  Our  cook  was  used  to 
joking  for  Americans,  and  took 
-ide  in  his  fish  patties,  vegetarian  pies 
id  sausages.  There's  plenty  of  beer 
'ailable  along  the  trails,  and,  if  you 
in  handle  it,  the  local  rice  wine — 
ilky  in  appearance,  and  slightly  sour 
•  the  taste.  Don't,  however,  expect 
icy  steaks  or  fine  wines. 
Most  nights  we  slept  out,  comfort- 
i  A  i  by  the  moos  of  the  yaks  and  buffalo 
ii  th  tat  are  the  pack  animals  of  choice. 

By  day,  in  the  strong  sun,  the  di- 
ll o  ate  was  ideal  for  trekking.  But  at 
iirj  e  higher  altitudes,  temperatures 
Dopfl  'opped  way  below  freezing  at  night, 
nl  y  morning  it  took  willpower  to  crawl 
'«'  it  of  our  sleeping  bags.  The  Sherpas 
iic(  >axed  us  out  with  hot  cocoa  and  tea 
Wm  id  basins  of  hot  water  for  bathing. 
;:e  We  planned  on  reaching  Namche 
Ktsl  izaar,  a  Sherpa  trading  village,  in 
seal  /o  days — a  brisk  clip.  My  compan- 
n,  Jim,  more  affected  by  altitude 


The  ultimate  challenge,  Mount  Everest 

No  parties  managed  to  scale  it  in  1994. 


than  I  was,  took  Diomox  for  two  days 
for  his  altitude  sickness,  and  we  both 
drank  four  liters  of  water  daily.  He 
suffered  some  headaches  and  strange 
dreams,  but  the  exhilaration  more 
than  made  up  for  it. 

Namche  Bazaar  is  a  village  of  a 
hundred  or  so  whitewashed  build- 
ings, all  of  them  hawking  some- 
thing— from  mountaineering  gear  to 
Sherpa  and  Tibetan  handicrafts  and 
jewelry  to  furs  and  knitwear. 

Some  travelers  will  want  to  quit 
there.  We  continued  on  to  more  ad- 
venturous territory.  Everest  is  sur- 
rounded by  lower  peaks  that  don't 
require  climbing  gear  to  scale.  We  did 
two  of  them:  Kala  Pattar  (18,300 
feet),  and  Gokyo  Ri  (17,710  feet). 
Each  was  a  one-day  climb. 

We  also  tackled  two  glacier- filled 
passes,  the  Kongma  La  and  Cho  La. 
By  now  we  were  almost  beyond  the 
tourist  belt.  But  at  1 7,000  we  ran  into 
a  former  Salomon  Brothers  salesman 


from  New  York  who  had  dropped  out 
of  the  rat  race. 

In  Gokyo,  on  a  blazing  blue  glacial 
lake,  there  is  the  Gokyo  Resort,  which 
has  private  rooms  and  hot  showers — 
luxuries  when  you're  at  15,700  feet. 

The  best  hotel  in  the  region  is  the 
Everest  View,  above  Khumjung,  the 
largest  town  in  the  Everest  region.  At 
about  12,500  feet,  the  hotel  charges 
about  $200  a  night,  and  even  sports  a 
volleyball  court. 

That's  where  we  ended  our  trek, 
and  from  Shyangboche,  an  easy  20- 
minute  walk  away,  we  caught  a  heli- 
copter back  to  Kathmandu  for  our 
flight  back  to  the  U.S. 

Like  many  U.S.  travelers,  we  had 
become  very  fond  of  our  Sherpa 
hosts.  In  fact,  the  U.S.  Embassy  in 
Kathmandu  gets  so  many  requests 
from  Americans  who  want  to  bring 
their  Sherpas  home  that  it  has  pre- 
pared a  special  pamphlet  detailing 
how  hard  it  is. 

Cost  per  person,  exclusive  of  air- 
fare, runs  about  $2,500  to  $4,000  for 
up  to  21  days  of  trekking,  if  organized 
in  the  States.  Treks  can  be  arranged 
much  more  cheaply  by  dealing  direct- 
ly with  a  tour  operator  situated  in 
Kathmandu.  We  paid  less  than  $900 
apiece,  before  tips. 

Round-trip  direct  airfare  from  ei- 
ther Los  Angeles  or  New  York  to 
Kathmandu  is  $1,500  and  up  on  Air 
India.  Royal  Nepal  Airlines  doesn't  fly 
direct  to  Kathmandu  from  New  York 
or  Los  Angeles.  Best  times  to  visit: 
February  through  late  April;  Septem- 
ber through  November.  tm 


On  the  trail  to  Namche  Bazaar 

Sherpa  porters  tote  your  gear.  Yaks  carry 

heavier  burdens — besides  providing  milk  and  cheese. 
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PERSONAL  AFFAIRS 


Collect  what  you  like,  not  what  the 
"experts"  like.  That  old  saw  made  a  lot 
of  money  for  people  who  fell  in  love 
with  Edo-period  Japanese  art. 

Contrarian 
collecting 


By  Esther  Wachs  Book 

A  HANDFUL  OF  American  servicemen 
who  served  in  Occupied  Japan  after 
World  War  II  developed  an  eye  for  a 
certain  kind  of  Japanese  art — prints, 
paintings  and  screens  from  the  Edo 
period  (1615-1868).  Today  some  of 
that  art  has  appreciated  about  a 
thousandfold. 

Mary  Burke,  a  wealthy  Manhattan 
collector,  shares  that  love  of  Edo- 
period  art.  Her  collection  of  800 
pieces  is  one  of  the  best  and  broadest 
private  collections  outside  Japan.  Part 
of  her  Upper  East  Side  residence  re- 


sembles a  Japanese  teahouse.  Beige 
tatami  mats  cover  the  floors.  Peaceful 
landscapes  of  mountains  and  arching 
cliffs  line  the  walls.  A  painting  of 
Japanese  courtesans  wrapped  in 
bright  kimonos  greets  as  you  enter. 

Burke  made  her  first  trip  to  Japan  in 
1954  to  visit  Japanese  gardens  at  the 
suggestion  of  famed  architect  Walter 
Gropius.  She  was  seeking  ideas  for 
landscaping  her  home  on  New  York's 
Long  Island.  She  found  herself 
hooked  on  Japanese  art. 

In  1956  at  Sotheby's  in  New  York, 


she  bought  her  first  piece,  an  Edo 
period  screen  that  had  once  belongec 
to  Frank  Lloyd  Wright.  She  paid  les 
than  $1 ,000.  Now  it  could  fetch  up  t< 
$70,000.  She  followed  this  by  buyinj 
Edo  paintings  and  screens  for  a  fev 
hundred  dollars  apiece  in  auctioi 
houses  and  dealerships  in  the  U.S. 
London  and  Tokyo.  "When  I  firs 
started  buying  Japanese  art,  they  [deal 
ers  and  auction  houses]  didn't  kno\ 
what  they  had.  It  was  fun  because  ther 
were  so  few  of  us  and  it  made  you  fee 
smarter  than  other  people." 

For  a  few  thousand  dollars  each 
Burke  acquired  paintings  by  a  numbe 
of  Edo  artists  whose  works  have  sine 
appreciated  dramatically.  According  ti 
Leigh  ton  Longhi,  a  prominent  Ne\ 
York  dealer  of  Edo  paintings,  som 
works  by  artists  like  Ito  Jakuchu  no\ 
fetch  over  $500,000,  while  those  o 
Zen  painters  like  Hakuin  Ekaku  cai 
make  $200,000  or  so.  In  the  1970 
Burke  bought  decorative  Rimp 
screens  for  under  $3,000,  some  c 
which  might  now  go  for  over  $1  miin  lass  prefei 
lion.  In  all,  her  collection  is  worth  ten 
of  millions.  itom  t 

Burke's  timing  was  just  right.  In  thi  ot  for 
postwar  period  Edo  art  was  considi  merging 
ered  too  recent  and  too  commercia 
The    reemerging    Japanese    wealthiijwlaltoa 


per 


Chicago  lawyer  George  Mann  and  some  of  his  150  Japanese  prints 
Portrait  of  Tomimoto  Buzen  Dayu  II  (left)  is  one  of  his  rarest. 


Lass  preferred  earlier  classical  works. 
Edo-period  art  represented  a  break 

|om  that  tradition.  It  was  intended 
)t  for  the  aristocracy  but  for  the 
lerging  merchant  and  professional 

lasses.  Japan  was  in  transition  from  a 

kudal  to  a  commercial  society,  and  art 


LEFT: 
Six-frame 
screen  of 
"The  Tale 
of  Genji" 
Edo-period 
screens  sold  for 
under  $1,000 
in  the  1950s; 
they  are 
now  worth 
up  to  $70,000. 


of  the  period  depicted  the  changing 
landscapes,  emerging  towns  and  bold 
creativity  of  this  prosperous  era. 

In  the  18th  and  19th  centuries  the 
Japanese  also  began  publishing 
woodblock  prints  of  everyday  plea- 
sures as  a  commercial  art  form.  These 
were  called  ukiyo-e,  literally  "scenes 
from  the  floating  world,"  and  depict- 
ed courtesans,  Kabuki  actors  and 
landscapes.  Ukiyo-e  art  also  embraced 
painting  and  screens  and  such  items  as 


RIGHT: 
Avid  collector 
Mary  Burke 
in  kimono 
Over  800  pieces 
in  her  multimillion- 
dollar  collection. 


lacquerware  and  porcelain  figures. 

The  market  for  Edo-period  objects 
began  rising  again  in  the  1970s,  lev- 
eled off  in  the  early  1980s  and  sizzled 
again  in  the  late  1980s  and  early 
1990s  as  Japanese  began  buying.  As 
the  yen  rose  against  the  dollar,  prices 
rose  further.  Now,  with  Japan  in  re- 
cession, the  market  is  fairly  quiet. 

George  Mann  is  an  American  collec- 
tor of  Edo  art  who  specializes  in  prints. 
A  corporate  lawyer  in  Chicago,  he 
began  his  150-print  collection  with 
$100  purchases  through  local  dealers 
in  Chicago,  but  then  graduated  to  the 
better-quality  prints  at  Christie's  and 
Sotheby's.  Mann  owns  prints  by  Edo- 
period  artists  like  Toshusai  Sharaku 
and  Kitagawa  Utamaro  that  are  worth 
up  to  $400,000  today. 

What  does  Mann  look  for?  "With 
prints,  it's  important  to  look  for  de- 
sign, color  preservation,  rarity, 
strength  of  the  impression  and  condi- 
tion," says  Mann.  "If  there  have  been 
extensive  repairs,  I'm  not  interested. 
You  have  to  educate  yourself  by  see- 
ing prints  as  often  as  you  can." 

Excellent  collections  of  Japanese 
art  can  be  found  at  New  York's  Met- 
ropolitan Museum  of  Art;  the  Art 
Institute  of  Chicago;  Boston's  Muse- 
um of  Fine  Arts;  the  Freer  Gallery  of 
Art  and  the  Sackler  (Arthur  M.)  Gal- 
lery in  Washington,  D.C.  ■■ 
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For  over  45  years,  leading 

international  companies  have 

selected  VISION  to  advertise 

their  products,  goods  and 

services  throughout 

Latin  America. 


•  Reaching  Latin  America's 
top  business  influences 
and  consumer  trendsetters 

•  Edited  in  Spanish  by 
Latin  Americans  for 
Latin  Americans 

•ABC-Audited  110,000 
circulation  base 

•  95%  fully  paid  subscribers 
providing  readership 
continuity 


•  Full  coverage  of  the  1 8 
markets  of  the  region  as  well 
as  regional  &  single  country 
advertising  editions 


kisoi 


•  Lower  effective  CPMs  than 
any  international  magazine 
circulating  in  the  region 

•  Integrated  marketing 
services  and  free  translation 

•24  issues  per  year 


CALL  OR  LAX  VISION'S  NEAREST  REPRESENTATIVE  EOR  A  COMPLETE  MEDIA  KIT 


DUSSELDORF: 

J.A.R.  Communications 
Diisseldorfer-Strasse  132 
4000  Diisseldorf-Oberkassel 
Germany 
(211)57-30-26 
Fax:  57-53-92 


SWITZERLAND: 

Publicitas  AG 
Kirschgartenstrasse  14 
CH-40 10  Basel 
Switzerland 
(61)275-4646 
Fax:  275-4777 


MADRID: 

Mr.  Luis  Andrade 

Paz.  Descubridor  Diego  de 

Ordas  1     Escalera  2-2D 

Madrid  28003  Spain 

(1)  441-6266 

Fax:  441-6549 


LONDON: 

Christopher  Warburton 

&  Associates 

185-187  Brompton  Road 

London  SW31NE  England 

(71)584-8588 

Fax:  584-8633 


PARIS: 

Evelyn  Lechene 
PUBLICITAS  S.A 
26  Avenue  Victor  Hug 
75116  Paris,  France 
(1)45  00  66  08 
Fax:  45  00  94  81 
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on 


"U.S.,  Japan  and  European 
business  have  quadrupled 
investments  in  Latin  America 
in  the  past  three  years." 

New  York  Times 


"A  market  revolution  is  taking 
hold  across  Latin  America." 

Business  Week 


IF  YOU  WANT  TO  TALK  TO  THOSE  WHO 

INFLUENCE,  AUTHORIZE  AND  BUY  FROM  MEXICO  TO 

ARGENTINA,  THE  BEST  WAY  IS  THROUGH  THEIR  OWN 

NEWS/BUSINESS  ANALYSIS  MAGAZINE 


THE  LARGEST  NEWS  MAGAZINE  READERSHIP  IN  LATIN  AMERICA 
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MILANO 

NEW  YORK 
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Vision,  Inc. 

ito  Lend  Building 

Via  Degli  Archimboldi  #5 

60  East  42nd  St. 

-5  Ginza  3-Chome,  Chuo-ku 
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Suite  1531 

kyo  104,  Japan 

Italy 
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)  3546-2231 

(2)  722-511 

(212)953-1308 

IX  (3)  546-2237 

FAX  (2)  722-51251 

FAX  (212)  953-1619 

MIAMI 

HOUSTON 

InterAmerica  Media  Mgmt. 

The  House  Co. 

2655  Le  Jeune  Road 

4888  Loop  Central  Dr. 
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Mea  culpa 


After  Robert  Prick  of 
Price  Communications 
overlcvcragcd  to  buy  TV 
and  radio  stations,  the  $22 
million  (sales)  company 
landed  in  bankruptcy  in 
1992.  "I  was  the  captain 
of  the  ship,"  admits  Price, 
62.  "It  was  my  fault." 

But  things  have  turned 
around  for  Price.  The  com- 
pany emerged  from 
Chapter  1 1 ,  and  the  stock 
has  gone  from  60  cents  to 
a  recent  6%. 

Now  Price  has  a  second 


Tortus  interruptus 

Richard  Weekley  sold 
commercial  real  estate  in 
Houston  and  cofounded, 
with  his  brother,  $415  mil- 
lion (sales)  David  Week- 
ley  Homes,  one  of  the  na- 
tion's largest  privately 
held  home  builders. 

Then  he  read  a  paper 
by  Forbes  columnist  Peter 
Huber  on  lawsuit  abuse. 
"This  is  crazy,"  said  Week- 
ley.  "It's  not  the  Ameri- 
can way."  To  help  turn 
things  around,  Weekley, 
49,  started  Texans  for  Law- 
suit Reform  in  1993. 
Among  his  goals:  punitive 
award  caps  at  two  times 
actual  damages  and  elected 


Richard  Weekley 

Back  to  the  American  way. 


judges  off  cases  whose 
lawyers  give  over  $5,000  to 
their  campaigns. 

With  $2  million  he's 
raised,  Weekley's  group 
helped  defeat  three  state 
senators  who  opposed  tort 
reform,  while  propelling 
three  pro-reform  state  Su- 
preme Court  justices 
onto  the  bench  in  the  No- 
vember elections. 

And  Governor  George 
W.  Bush  has  made  lawsuit 
reform  a  top  priority. 
That's  a  foundation  to 
build  on. 

-Christopher  Palmeri 


Richard  Gordon  of  Subic  Bay 

The  next  president  of  the  Philippines? 
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Bay  watch 


chance.  Last  month 
$20  million  (sales)  Pri- 
Cellular,  a  former  subsid- 
iary with  properties  in  the 
Midwest,  went  public  afte 
raising  $110  million  in 
junk  bonds. 

Bondholders  hope 
strict  covenants  prohibitin 
Price  from  overleverag- 
ing  will  protect  them.  But 
Price  may  not  own  Pri- 
Cellular  for  long;  some 
speculate  AT&T's  McCaw 
Cellular —  which  owns  17 
of  it  — will  take  it  over. 
Hope  springs  eternal. 

-Riva  Atl 


Robert  Price 
of  New  York- 
based  Price 
Communications 
"I  was  the  cap- 
tain of  the  ship. 
It  was  my  fault." 


When  the  U.S.  Navy 
closed  the  century-old  Su- 
bic Bay  in  November 
1992,  it  was  Richard  Gor- 
don's job  to  revitalize  the 
facility,  which  once  em- 
ployed 42,000  locals  and 
was  home  to  6,000  Navy 
personnel. 

The  son  of  an  Ameri- 
can father  and  Filipino 
mother,  Gordon,  49, 
used  Subic's  strategic  loca- 
tion and  low- tax,  free 


trade  zone  status  to  att; 
over  $700  million  in  ne 
investments — everything 
from  oil  storage  facilities' 
and  casinos  to  textile  anc 
electronics  assembly 
plants.  Employment 
now:  13,000. 

"This  is  a  community 
that's  always  aimed  higi 
says  Gordon.  So  does  hei 
The  former  mayor  of  Ok 
gapo  City,  Gordon  may 
run  for  president  of  the 
Philippines  in  1998. 

-Andrew  Tan2 
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Addition  is  a  positive  sign,  both  for  the  Essar  Group,  and  the 
country  it  is  resident  in,  India.  While  we  were  building  a 
professionally-led,  S2  billion-asset  company,  the  country's  consumer 
base  swelled  to  an  enticing  200  million. 

We  achieved  business  leadership  in  steel,  shipping,  oil  &  gas, 
power,  finance  and  are  looking  to  expand  our  scope,  internationally. 
India's  corporate  performance,  exhibiting  a  similar  trend,  is  expected  to 
spurt  by  30%.  Parallel  to  our  reckoning  among  the  world's  largest 
enterprises,  was  India's  recognition  among  its  5  premier  investment 
markets.  As  we  achieved  strategic  integration,  the  nation  reposed  faith 
in  a  market-driven  economy. 

It  is  only  logical  today  for  the  world  to  focus  on  the  new  India. 
Once  there,  converging  on  Essar  similarly  adds  up. 

STEEL. SHIPPING'OIL  &  GAS.POWER'FINANCE.TURNKEY  PROJECTS'TRADING 


ESSAR 


INDIA 

A  positive  a++itude 


Fax  business  enquiries  to  Bombay  91-22-493-2695,  London  44-71-839-3542,  New  York  1-212-758-5860,  Hong  Kong  852-526-5220. 


With  $552.5  Million  In  Communication  Sales, 
Newbridge  Networks  Has  The  Whole  World  Talking. 

Where    do    you    go    from    there!    

The  New  York  Stock  Exchange,  of  course.  "A  revolution  is  taking  place  in  communications,  and  Newbridge  is  on  the  front  lines,"  says 

Chairman  of  the  Board  and  CEO,  Terence  H.  Matthews.  "We  got  here  by  developing  and  delivering  superior  networking  products  that  put 

the  tremendous  power  of  multimedia  communications  within  everyone's  reach.  And  to  continue  doing  that,  we  needed  an  equally  powerful 

partner."  By  moving  to  the  NYSE  on  September  14th,  Canada-based  Newbridge  Networks  Corporation  (NN)  joined  a  market  driven  by 

the  most  technologically  advanced  trading  system  in  the  world.  The  NYSE  supports  growing  companies  like  Newbridge  by  providing 

unparalleled  access  to  capital  in  a  market  that  always  puts  investors'  interests  first.  And  that's  something  worth  talking  about. 


THE  NEW  YORK  STOCK  EXCHANGE 


*■> 


mc  runocD/DHnnH  iihll  oincci  ncuicn 


BY  JOHN  H.  CHRISTY 


'espite  a  robust  economy,  most  air- 
nes  suffered  again  in  1994.  s&p's 
ock  index  of  four  large  U.S.  carriers 
as  off  30%,  and  the  airlines  contin- 
:d  to  blast  each  other  with  fare  cuts. 
Contrarian  Kevin  Murphy,  Morgan 
ranley's  airline  analyst,  thinks  1995 
ight  mark  a  turn  in  the  airlines'  for- 
mes. He  cites  AMR  Corp.,  American 
irlines'  parent,  with  a  real  money- 
aker  in  its  Latin  American  service 
>301  million  in  operating  profits 
/er  the  last  reported  12  months). 
rith  efforts  to  cut  costs,  he  thinks 
4R  (price:  55V0  could  hit  90. 
Another  stock  favored  by  Murphy 
Delta  Air  Lines,  which  lost  S398 
illion  in  the  last  reported  12 
onths.  He  thinks  with  89%  of  its 
nployees  non-union,  Delta  should 
:  able  to  rein  in  costs  and  return  to 
ofitability  this  year.  Murphy  pre- 
cts  earnings  of  S4.50  a  share  in 
>95  for  Delta  and  1996  earnings  of 
).50.  Delta  stock  was  recentlv  at  51. 


I  Special  focus 


the  Federal  Reserve  drove  up  interest  rates 
t  year,  it  drove  a  number  of  closed-end 
nd  funds  to  steep  discounts  from  net  asset 
ue.  Below  are  five  closed-ends  that  sell  at 
counts  of  10%  or  more,  emphasize  U.S. 
porate  and/or  Treasury  bonds  and  earned 
ORBKS  mutual  fund  rating  of  at  least  a  C  in 
markets  and  at  least  a  B  grade  in  past  bear- 
bond  markets.  One  of  the  better  buys  is 
mam  Premier  Income,  whose  portfolio  also 
ludes  some  foreign  bonds.  The  fund  rates 
3\e  average  in  up  and  down  markets,  and 
Is  for  13%  below  asset  value. 


Discounted  closed-end  bond  funds 

Fund 

Discount 

Mentor  Income 

-14% 

Montgomery  Street  Income 

-11 

Putnam  Master  Income 

-12 

Putnam  Master  Intermediate  Inc 

-14 

Putnam  Premier  Income 

-13 

Through  12/31/94. 

The  overall  market 


3000 
2600 

2200 
1800 

1400 
1000 


The  Barra  All-US  price  index  as  of  1/5/95 


Market  value:  $5,361.1  billion 

PIE:  18.7 

P/E  minus  negative  EPS:  14.7 

Price/book:  2.6 

Yield:  2.4% 


12-month  closeup 


2800 


2700 


'85     '86     '87 


Price       Total  return 

2.7%  2.9% 

-0.2  -0.1 


'89      '90     '91     '92     '93     '94     '95 


2600 


2500 


2400 


s  Barra  index 

j200-day  moving  average 


JFMAMJJASONDJ 

'94  '95 


Closeup  on  the  market 


Index  or  investment 

2-week  change 

%  change  from 
1  year  ago        5-year  high 

Barra  All-US  index 
S&P/Barra  Growth  index 

0.2  % 
-0.4 

1 
■ 

-4.1  % 
2.9 

-2.3 

-4.6 
-3.2 
-4.5 

S&P/Barra  Value  index 

1.0 

■1 

-0.6 

1.2 

-1.5 

Dow  Jones  industrials 

0.9 

| 

SIP  500 

0.1 
0.3 

1 

NYSE 

1 

-2.9 

-6.1 

Nasdaq 
Amex 

0.9 
1.5 

^ 

-4.5 

-9.4 

4.1 

-7.2 

-11.1 
-5.5 

EAFE! 

-0.4 

■ 

CRB  futures  index 

0.4 

I 

3.6 

-7.0 

Gold s  (Comex  spot) 

-1.5 

■■■ 

-3.5 

-10.4 
14.6 

-11.1 
-37.0 
-57.0 

Yen  (per  JUS) 

Oil s  (W  Texas  Intermediate) 

0.7 
3.2 

u«* 

The  best  and  worst  performing  stocks 


Best 

Price 

2-week 
change 

1995 
EPS' 

Worst 

Price 

2-week 
change 

1995 
EPS' 

Interdigital  Communications 

8V8 

68% 

NA 
$0.78 

Grupo  Mex  de  Desarrollo 
Empresas  ICA  Sociedad 

73/8 

-48% 

$1.60 

Perry  Drug  Stores 

lO'/s 

40 

123/4 

-45 

1.86 

Health  Systems  Intl 

31V. 

36 

2.06 

Viewlogic  Systems 

93A 

-45 

1.33 

Telxon 

13V8 
151/, 

30 
27 

0.89 

Grupo  Tribasa 

13i/8 

-41 

1.98 

Circon 

0.71 

Grupo  Casa  Autrey 

18 

-30 

1.23 

The  best  and  worst  performing  industry  factors7 


Best 

2-week 
change 

Since 
12/31/94 

Worst 

2-week 
change 

Since 
12/31/94 

Air  transport 

8.1% 

3.6% 

Precious  metals 

-3.8% 

-6.5% 

Photographic,  optical 

8.1 
6.9 
4.7 
3.0 

2.2 

Electric  utilities 

-2.8 

-0.7 
-2.1 

-1.1 

Motor  vehicles 
Trucking 

0.0 

-3.0 

2.9 

Beverages 
Household  prods 
Retail 

-2.7 
-2.1 

Railroads 

-1.6 

-0.5 

i  Data  for  period  ending  1/5/95.  The  Barra  All-US  price  index  consists  of  all  publicly  traded  common  U.S.  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  trading  on  U.S. 
£ts.  ADRs.  REITs  and  closed-end  funds  are  excluded.  '  Total  return  of  a  portfolio  of  more  than  150  large-capitalization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above-average 
ngs  growth.  *  Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios,  !  A  dollar-denominated  capitalization-weighted 
<  of  more  than  1,100  stxks  from  Europe,  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley  Capital  International  Perspective. '  Index  of  21  commodity  futures.  5  Source:  Knight-Ridder 
icial  Publishing.  Estimate.  Source:  IBES,  Inc.  'Shows  return  to  the  industry  factor  after  controlling  for  other  influences,  including  company  size,  value  and  growth  characteristics.  Multi-industry  firms  have 
"Jrtional  contributions  in  two  or  more  groups.  NA:  Not  available.  Principal  source:  Barra,  Inc..  Berkeley,  Calif. 
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NtW  ibsuta  KtUltVY 


BY  ROBERT  J.  SHERWOOD 


The  biggest  new  issues1 


Company/business 

OfficeMax/office  supply  stores 

Sports  Authority/sporting  goods  stores 

Guidant/medical  devices 

Capital  One  Financial/bank  card  services 

JP  Foodservice/food  services 

Young  Broadcasting/TV  stations 

CasTech  Aluminum  Group/cast  aluminum  sheets      n 

Isolyser/disposable  medical  prods 

Falcon  Building  Prods/home-improvement  prods     n 

Covenant  Transport/long-haul  trucking  svcs 


Performance  update 


The  market  for  initial  public  offerings 
withered  in  1994:  There  were  only 
488  new  offerings,  compared  with 
590  in  1993.  Wall  Street  raised  $19 
billion  in  capital  in  1994,  a  44% 
decline  from  1993,s  record  level  of 
$34  billion. 

Investors  didn't  fare  very  well, 
either.  According  to  Securities  Data 
Co.,  IPO  stocks  rose  just  6%  on  aver- 
age last  year,  compared  with  an  aver- 
age gain  of  21%  in  1993. 

The  outloook  for  1995?  Kathleen 
Smith,  an  analyst  at  Renaissance  Cap- 
ital, an  institutional  research  firm  in 
Greenwich,  Conn.,  expects  under- 
writers to  focus  less  on  speculative 
small-capitalization  offerings  and 
more  on  high-quality  established  cor- 
porations. This  trend,  says  Smith, 
became  evident  last  year  with  such 
deals  as  OfficeMax  and  Sports 
Authority,  both  former  Kmart  sub- 
sidiaries. The  OfficeMax  offering  on 
Nov.  2,  for  $627  million,  was  the 
largest  domestic  issue  of  1994. 

This  spring  Kmart  plans  to  sell  off 
a  third  operation — Borders  Group,  a 
bookstoiv  chain.  Another  well-capi- 
talized outfit  coming  to  market,  says 
Smith,  is  a  planned  $300  million 
reverse  leveraged  buyout  of  American 
Standard,  the  giant  plumbing  and 
hardware  firm  that  was  taken  private 
in  June  1988. 


Exchange 

Offer 
date 

Offer 
price 

12/31/94 
price 

Offering 
($mil) 

Lead 
underwriter 

Performance  to  date 
absolute    rel  to  mkt2 

n 

1 1/2/94 

19 

26  >/z 

$627 

DU 

39% 

142 

n 

11/17/94 

19 

21 

234 

Goldman  Sachs 

11 

112 

n 

12/14/94 

14'/2 

16 

180 

Morgan  Stanley 

10 

109 

n 

11/15/94 

16 

16 

114 

JP  Morgan  Sees 

0 

101 

0 

11/15/94 
11/7/94 

11 

19 

9'/4 

173/4 

86 

Smith  Barney 

-16 

85 

0 

84 

Morgan  Stanley 

-7 

94 

;      n 

10/13/94 

14'/2 

15  Va 

83 

Merrill  Lynch 

5 

107 

0 

10/20/94 

18 

18 

70 

Morgan  Keegan 

0 

102 

s     n 

11/2/94 

12 

11  >/8 

70 

Merrill  Lynch 

-7 

94 

0 

10/28/94 

16  VS 

19  Vi 

63 

Wertheim  Schroder 

18 

122 

The  best  new  issues1 


Company/business 
Shiva/computer  network  prods 
Netcom  On-Line  Comm/telecomm  svcs 
Ortel/linear  fiber-optic  prods 


Offer   Offering 
price     ($mii) 


Lead 
underwriter 


Performance  to  date 
absolute    rel  to  mkt2 


15 
13 
13 


EPIC  Design  Technology/integrated  circuits     13 
Micrel/integrated  circuits  9 


The  worst  new  issues1 


$36  Goldman  Sachs  166%  268 

24  VolpeWelty  118  216 

49  Morgan  Stanley  102  205 

26  Alex  Brown  &  Sons       73  174 

24  Hambrecht  &  Quist      61  157 


Company/business 

7th  Level/multimedia  software 

WavePhore/data  broadcasting 

WhatAWorldl/science  &  nature  gift  stores 

Sugen/pharmaceuticals 

Singing  Machine/karaoke  equip  &  software 


The  most  active  investment  bankers3  Industries  going  public3 


Offer 
price 

Offering 
($mil) 

Lead 
underwriter 

Performai 
absolute 

-48% 

ice  to  date 
rel  to  mkt2 

10 

$35 
18 

DLJ 

RAF  Financial 

54 

11 

-45 

55 

5 

7'/2 

5 

5 

20 

6 

Whale  Sees 
Morgan  Stanley 
JW  Charles  Sees 

-35 
-32 
-30 

66 
69 

71 

Underwriter 

Total 
offerings 

Total  raised 
($mil) 

$2,179 

> 
Industry 
Manufacturing 

Total 
offerings 

Total  raised 
($mil) 

Goldman  Sachs 

17 

175 

$6,699 

Morgan  Stanley 

18 
11 
15 
14 

1,846 

1,337 

1,328 

979 

Services 

Retail 

Natural  resources 

Insurance 

73 

1,673 

Merrill  Lynch 

DU 

Lehman  Brothers 

20 
8 
8 

1,247 
987 
847 

Note-.  This  report  covers  initial  public  offerings  of  common  equities  with  offer  date  of  10/1/94  to  12/31/94,  offering  price  of  $2.50  or  more  and  offering  value  of  $5  million  or 
more.  Closed-end  funds,  limited  partnerships  and  ADRs  (American  Depositary  Receipts)  of  corporations  already  traded  in  foreign  countries  are  excluded,  as  are  REITs  and 
spinoffs.  'Last  quarter.  ?The  ending  value  of  $100  invested  in  the  stock,  divided  by  the  ending  value  of  $1  invested  in  the  market.  3Latest  12  months.  Source:  Securities  Data  Co. 
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Still  Paying  $100 

Year  After  Year  For  An  Asset 

Management  Account? 

Let  1995  Be  The  Year 

You  Switch  lb  The  Fidelity 

Ultra  Service  Account! 


Why  Pay  More 
Than  You  Need  To? 

Maybe  you're  still  paying 
an  annual  fee  for  your  asset 
management  account  simply 
because  you  always  have. 
After  all,  it's  a  convenient  way 
to  manage  your  money,  and 
maybe  you  didn't  think  you 
had  a  choice.  But  by  now, 
you've  probably  paid  out 
hundreds  of  dollars  just  to 
own  the  account,  and 
you  still  don't  get  24-hour 
account  service  or  even 
commission  discounts  on 
your  trades. 


w 

Compare  ine  riuemy  uura  service  account 
/ith  Other  Leading  Asset  Management  Accounts 

Annual 
Fee 

Funds 
Discount      Available 
Consoli-   Commis-       Without 
dated       sions          Paying 
State-      For  All      Transaction 
ment    Customers       Fees 

Free          Brokers 
Trading  &     Available 
Financial        Week- 
Management     ends  & 
Software      Evenings 

Minimum 
Investment 

FIDELITY 

ULTRA 

SERVICE 

$0 

Yes          Yes' 

Yes2 

Yes3 

Yes 

$10,000 

MERRILL 
CMA 

$100        Yes           No               No                 No 

Yes 

$20,000 

SMITH 

BARNEY 

FMA 

$100        Yes           No               No                 No 

No 

$10,000 

PRUDENTIAL 

COMMAND 

ACCOUNT 

S100        Yes           No              No 

No 

No 

$10,000 

DEAN 

WITTER 
AAA 

$80        Yes           No              No                No              No 

$10,000 

Consoli  date  Fidelity's 
Low-Cost  Services 
All  On  One  Statement 

Fidelity's  Ultra  Service  Account 
gives  you  the  tools  you  need  for 
effective  financial  management  - 
a  wide  range  of  investment 
choices,  a  single,  easy-to-follow 
consolidated  statement,  check- 
writing  and  much  more  -  but 
without  an  annual  fee.  That 
means  you  never  pay  for  fea- 
tures you  don't  want.  And  of 
course,  you  can  save  up  to 
76%'  on  stock  and  option 
commissions  vs.  full-cost  bro- 
kers each  time  you  trade. 


Call  Today.  Find  out  why  so  many  investors  are  switching  to  the  Fidelity  Ultra  Service  Account.  Call  our  financial  representatives 
any  time  and  ask  for  a  free fact  kit  so  you  can  start  taking  advantage  of  a  better  way  to  manage  your  money. 

Visit  a  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-0154 


Fidelity 


investments* 


4b 

'Commissions  are  discounted  up  to  76%  compared  to  those  of  full-cost  brokers.  Based  on  an  October  1994  survey.  Minimum  commission:  $38.  There  may  be  Ultra  Service  Account  fees  for 
special  services.  Tor  more  complete  information  on  any  fund  available  through  Funds.Network,  including  management  fees  arid  expenses,  call  for  a  free  prospectus.  Read  it  carefully  before 
you  invest  or  send  money.  All  fees  as  described  in  the  fund's  prospectus  still  apply.  Fidelity  reserves  the  right  to  change  the  funds  available  with  no  transaction  fees  and  reinstate  the  fees  on 
any  funds.  Fidelity  reserves  the  right  to  charge  a  transaction  fee  if  you  make  five  or  more  short-term  redemptions  (sales  of  shares  held  less  than  six  months)  on  funds  available  without  trans- 
action fees  in  a  twelve  month  period.  If  you  purchased  a  no-load  fund  and  paid  a  transaction  fee  you  will  be  obligated  to  pay  a  transaction  fee  upon  its  sale.  This  program  is  subject  to 
change  without  notice.  Share  prices  (except  for  money  market  funds),  yields  and  returns  will  vary.  You  may  have  a  gain  or  loss  when  you  sell  your  shares.  Past  performance  is  no  guarantee 
for  future  results.  TOX  personal  investing  software  is  free  when  $  I  0.000  is  transferred  to  a  Fidelity  Ultra  Service  Account.  FOX  orders  for  your  account  are  subject  to  standard  trading  and 
account  requirements.  Telephone  charges  may  apply.  FOX  hardware  requirements  include  an  IBM  or  compatible  system  with  a  hard  disk  drive,  free  space  of  at  least  4  mb,  Hayes*  or  com- 
patible fax  modem,  and  640K  internal  memory.  Color  graphics  and  mouse  optional.  Fidelity  Ultra  Service  is  a  service  of  Fidelity  Brokerage  Services,  Inc.  Member  NYSE,  SIPC. 
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Investment  letters  often  make  extravagant  claims. 
Herewith  the  Forbes/Hulbert  survey 
puts  those  claims  to  the  test. 

Measuring  the 
market  mavens 

By  Mark  Hulbert 


bincd  circulation  of  perhaps  2  millic 
and  revenue  of  $500  million. 

As  with  mutual  funds,  so  with  le 
ters:  There  is  a  great  expanse  of  mere 
average  stock  pickers,  whose  custor 
ers  would  be  better  off  in  a  passi 
index  fund.  But  there  are  a  handful 
investment  letters,  as  there  are  func 
that  do  add  value  for  their  customei 

Our  Honor  Roll  of  the  best  inves 
ment  letters  (see  table)  isn't  merely  tl 
ones  that  went  up  the  most.  It's  tl 
ones  that  delivered  the  best  returns 
relation  to  the  risks  they  took.  To  g 
on  this  list  a  letter  had  to  do  bettijc 
than  average  in  both  good  and  b; 


ftff:  ■"" 
IIP  DOM 
. -nwfcets- 


iil    it 

I     f 

C     5 

I 

I 

It    id 
0     6 


There  are  three  ways  to  manage  a 
stock  portfolio.  You  can  do  it  yourself, 
you  can  hire  someone  to  do  it  for  you 
or  you  can  hire  someone  to  help  you 
do  it  yourself. 

The  last  solution  may  mean  sub- 
scribing to  an  investment  letter.  Most 
of  Wall  Street  looks  down  its  nose  at 
this  subculture  within  the  advisory 
industry:  What's  an  investment  letter 
but  a  little  tout  sheet?  The  fact  is, 
though,  that  the  best  of  these  letters 
compare  well  against  the  other  stock 
pickers  on  Wall  Street.  A  lot  of  people 
know  this,  which  explains  why  the 
letter  business  isn't  small,  with  a  com- 
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Honor  Roll 

Performance 
UP  DOWN 
—markets— 


A 

■  B 

■  B 
B 

■  A 
B 
B 


B 

■  B 

■  A 
A 

■  B 
A  + 
A 


Newsletter 


Chartist 

Investment  Quality  Trends 

Investors  Intelligence 

Systems  and  Forecasts 

Value  Line  Convertibles 

Zweig  Forecast 

Zweig  Performance  Ratings  Report 


—Total  return — 
annual  average 


6/83 
to  11/94 

13.8% 

NA 

NA 
11.5 

NA 
12.2 
11.9 


8/87 
to  11/94 

11.2% 
11.1 
8.9 
10.2 
12.2 
10.2 
10 1 


Risk1 


high 

low 

low 

very  low 

average 

low 

very  low 


Relativ 

Sharps 
ratio2 

1.7 

2.2 
1.5 
2.6 
2.2 
2.1 
2.3 


n  ib 
t   c 

F    B 


Risk1        Relative (t  "D 


it 

»+  ID 


lit  iD 
iC 
ll 
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Rating  the  market  letters 

Performance  Newsletter 

UP  DOWN 
—markets— 

C  B  Addison  Report 

■  B  iD  Better  Investing 
A+  "C  Bl  Research 

B  C  Big  Picture 

■  B  "C  Bob  Brinker's  Marketimer 

C  ■  B  Bob  Nurock's  Advisory 

B  D  Cabot  Market  Letter 

■  B  «B  Cabot's  Mutual  Fund  Navigator 

C  C  California  Technology  Stock  Letter 

A  B  Chartist 

F  B  Dines  Letter 

B  C  Dow  Theory  Forecasts 

A  D  Emerging  &  Special  Situations 

■  B  "D  Equities  Special  Situations 

C  B  Fabians'  Investment  Resource 

■  A  iC  Fidelity  Monitor 

■  C  "A+  Fund  Exchange 


Editor 


Andrew  L  Addison 

Donald  Danko 

Tom  Bishop 

Stephen  Leeb/Walter  Pierce 

Robert  Brinker 

Robert  Nurock 
Carlton  Lutts 
Timothy  W  Lutts 
Michael  Murphy 
Dan  Sullivan 

James  Dines 
Charles  Carlson 
Robert  Natale 
Robert  J  Flaherty 
Douglas  Fabian 
Jack  Bowers 
Paul  Merriman 


Phone 
number 


508-528-8678 
810-583-6242 

800-832-2330 
800-700-1030 

800-227-8883 
508-745-5532 
508-745-5532 
415-726-8495 
310-596-2385 

800-845-8259 
219-931-6480 
800-221-5277 
800-237-8400 
800-950-8765 
800-397-3094 
800-423-4893 


Annual 
subscrip- 
tion price 

$190 

20 

90 
127 
185 

247 
250 
125 
295 
150 

195 
233 
241 
150 
137 
96 
125 


—Total  return- 
annual  average 


6/83 
toll/94 

7.4% 

NA 

NA 

5.0 

NA 

NA 
3.7 
NA 
4.2 
13.8 

-1.7 
8.7 
7.2 
NA 
6.6 
NA 
NA 


8/87 
toll/94 

4.7% 
4.7 
13.3 
9.0 
5.5 

2.5 
4.8 
6.9 
9.0 
11.2 

-12.7 
3.5 
6.7 
4.0 
7.1 
13.2 


low 
high 

very  high 
high 
average 

low 

high 

low 

average 

high 

very  high 

average 

high 

high 

low 

high 

very  low 


Sharpo 
ratio2' 


0.0 
NM 
1.9 

1.3 
NM 

-0.9 
NM 
0.8 
1.3 
1.7 


C 


-3  2 
-03 
0.7 
NM 
0.8 
2.3 
19 


All  data  through  Nov.  30;  ratings  cover  letters  with  a  predominant  equity  focus.     ■  Newsletter  rated  for  two  periods  only.     NA:  Not  available  or  not  applicable.     Nf< 
Not  meaningful.     'Measured  by  volatility  of  monthly  returns  since  Aug.  31,  1987.     2Measures  how  effectively  a  newsletter  has  delivered  returns  commensurate 
its  risk  level.  A  portfolio  just  as  good  as  the  market  in  delivering  reward  for  risk  gets  a  score  of  1.0.  A  score  between  O  and  1.0  means  the  newsletter  portfolio 
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Rating  the  market  letters 

•erformance  Newsletter 
IP      DOWN 
-markets— 

A       aC  Fundline 

A  F  Granville  Market  Letter 

C  B  Growth  Fund  Guide 

D  A  Growth  Stock  Outlook 

D  A  Harry  Browne's  Special  Reports 

A       «D  Insiders 

D  B  International  Harry  Schultz  Letter 

C        iAt  Investech  Market  Analyst 

C       ■  A  Investech  Mutual  Fund  Advisor 

C       iB  Investment  Horizons 


Editor 


David  Menashe 
Joseph  Granville 
Walter  Rouleau 
Charles  Allmon 
Harry  Browne 

Norman  Fosback/Glen  King  Parker 
Harry  Schultz 
James  B  Stack 
James  B  Stack 
Gerald  Perritt 


Phone        Annual 
number     subscrip- 
tion price 


—Total  return- 
annual  average 
6/83  8/87 

toll/94     toll/94 


Risk1 


818-346-5637 
800-876-5388 
605-341-1971 
301-654-5205 
800-531-5142 

800-442-9000 
321-653-3684 
800-955-8500 
800-955-8500 
800-326-6941 


$127 

250 

99 

195 

225 

49 
275 
175 
175 
195 


NA 

-27.1% 
6.3 
7.0 
6.3 

NA 
0.0 
NA 
NA 
NA 


10.7%  high 

-19.5  very  high 

3.0  very  low 

6.4  very  low 

2.7  very  low 


9.3 
-2.3 
7.5 
7.7 
6.1 


very  high 
average 
very  low 
very  low 
low 


Relative 
Sharpe 
ratio2 

1.7 

0.0 
-1.0 
-0.1 
-2.2 

1.3 

-2.1 
1.4 
1.6 
0.4 


B        IB 

Investment  Quality  Trends 

Geraldine  Weiss 

619-459-3818 

275 

NA 

11.1 

low 

2.2 

B       iB 

Investment  Reporter 

David  Driscall 

416-869-1177 

257 

NA 

5.8 

high 

0.5 

A          C 

Investor's  World 

John  Dessauer 

800-777-5005 

195 

11.7 

7.1 

high 

0.8 

B        iA 

Investors  Intelligence 

Michael  Burke 

914-632-0422 

184 

NA 

8.9 

low 

1.5 

::* 

D          A 

Kinsman's  Stock  Pattern  Recognition  Svc 

Robert  Kinsman 

707-935-6504 

995 

5.2 

2.9 

very  low 

-1.7 

■Tt 

C        lC 

LaLoggia's  Special  Situation  Report 

Charles  LaLoggia 

716-232-1240 

230 

NA 

3.3 

high 

-0.2 

C       IB 

Margo's  Market  Monitor 

Margo  Parrish 

617-861-0302 

125 

NA 

1.8 

average 

-0.9 

B          D 

Market  Logic 

Norman  Fosback/Glen  King  Parker 

800-327-6720 

95 

8.0 

5.0 

average 

NM 

C        iA 

Marketarian  Letter 

Gerald  Theisen/Jeff  Helleberg 

800-658-4325 

225 

NA 

5.5 

low 

NM 

■'- 

A+     iD 

Medical  Technology  Stock  Letter 

James  McCamant 

510-843-1857 

320 

NA 

-1.7 

very  high 

NM 

C       iB 

Moneyletter 

Peter  Crane 

508-881-2800 

127 

NA 

6.0 

low 

0.4 

A+     iD 

MPT  Review 

Louis  Navellier 

702-831-1396 

275 

NA 

15.5 

very  high 

2.1 

A        iC 

Mutual  Fund  Forecaster 

Norman  Fosback/Glen  King  Parker 

800-327-6720 

49 

NA 

8.7 

high 

1.2 

•; 

D        iA 

Mutual  Fund  Investing 

Jay  Schabacker 

800-777-5005 

100 

NA 

5.9 

very  low 

0.4 

C       iA 

Mutual  Fund  Letter 

Gerald  Perritt 

800-326-6941 

79 

NA 

6.4 

very  low 

0.7 

:     ia 

Mutual  Fund  Strategist 

Charlie  Hooper 

802-425-2211 

149 

NA 

6.1 

average 

0.5 

A         O 

New  Issues 

Norman  Fosback/Glen  King  Parker 

800-327-6720 

95 

5.1 

12.4 

very  high 

18 

m^ 

8       iB 

No-Load  Fund  Investor 

Sheldon  Jacobs 

914-693-7420 

119 

NA 

7.4 

low 

1.0 

A          C 

NoLoad  Fund  X 

Burton  Berry/Janet  Brown 

415-986-7979 

119 

9.0 

5.5 

average 

NM 

F          B 

Option  Advisor 

Bernard  G  Schaeffer 

800-327-8833 

180 

-10.0 

-6.9 

very  high 

-0.6 

A  + 

■  D 

OTC  Insight 

James  Collins 

800-955-9566 

295 

NA 

19.3 

very  high 

2.4 

3 

C 

Outlook 

Arnold  Kaufman 

800-852-1641 

298 

8.0 

4.0 

average 

-0.3 

: 

■  B 

Personal  Finance 

Stephen  Leeb 

703-548-2400 

59 

NA 

6.2 

low 

0.5 

D 

A  + 

Peter  Dag  Portfolio  Strategy  and  Mgmt 

George  Dagnino 

800-833-2782 

250 

8.2 

7.1 

very  low 

1.1 

3 

A 

Princeton  Portfolios 

Michael  Gianturco 

609-497-0362 

225 

9.6 

2.6 

very  high 

0.0 

3 

B 

Professional  Tape  Reader 

Stanley  Weinstein 

305-981-5963 

395 

-1.3 

0.4 

very  low 

-4.5 

3 

B 

Professional  Timing  Service 

Curtis  Hesler 

406-543-4131 

185 

2.4 

4.8 

low 

-0.1 

1  + 

F 

Prudent  Speculator 

Al  Frank 

310-587-2410 

175 

6.8 

-0.9 

very  high 

NM 

D 

C 

Ruff  Times 

Howard  Ruff 

510-278-1900 

149 

1.6 

0.4 

average 

-1.5 

D 

■  C 

Sector  Funds  Newsletter 

Cato  B  Ohm 

619-748-0805 

117 

NA 

-1.4 

high 

-1.0 

■A 

Stockmarket  Cycles 

Peter  Eliades 

707-579-8444 

252 

NA 

6.3 

low 

0.5 

1 

■  A  + 

Switch  Fund  Timing 

David  G  Davis 

716-385-3122 

119 

NA 

8.7 

very  low 

1.7 

3 

A 

Systems  and  Forecasts 

Gerald  Appel 

516-829-6444 

225 

11.5 

10.2 

very  low 

2.6 

[ 

C 

United  &  Babson  Investment  Report 

Donald  D  Fox 

617-235-0900 

238 

2.2 

-0.5 

average 

-1.7 

\ 

■  B 

Value  Line  Convertibles 

F  Barry  Nelson 

800-634-3583 

475 

NA 

12.2 

average 

2.2 

[ 

D 

Value  Line  Investment  Survey 

Stephen  Sanborn 

800-634-3583 

525 

11.1 

9.4 

high 

1.3 

V 

D 

Value  Line  OTC  Special  Situations  Service 

Peter  A  Shraga 

800-634-3583 

390 

7.4 

9.5 

very  high 

1.3 

) 

■  D 

Wall  Street  Digest 

Donald  H  Rowe 

813-954-5500 

150 

NA 

-3.0 

very  high 

-1.3 

• 

■  A  + 

Your  Window  Into  The  Future 

James  Moore 

612-537-8096 

99 

NA 

-316 

very  high 

-2.2 

» 

A  + 

Zweig  Forecast 

Martin  Zweig 

516-223-3800 

265 

12.2 

10.2 

low 

2.1 

) 

A 

Zweig  Performance  Ratings  Report 

Michael  Schaus 

516-223-3800 

205 

11.9 

10.1 

very  low 

2.3 

ties' 

C 

;  Treasur 

Wilshire  5000  Total  Return  Index 

12.0 

7.8 

average 

1.0 

y  bills  but  didn't  achieve  the  market's  reward-to-risk  performance. 

A  score  below  0  means  the  portfolic 

(did  worse 

than  T  bills 

tree: 

Hulbert  Financial  Digest. 

be 
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markets.  That's  no  mean  feat.  Most 
investment  styles  do  well  in  either  bull 
markets  or  bear  ones,  but  not  both. 

The  FORBES/Hulbert  Survey  of  In- 
vestment Letters  was  created  by  feed- 
ing the  Hulbert  Financial  Digest's 
14V2-year  performance  database  for 
investment  letters  into  the  Forbes 
system  for  grading  mutual  funds.  To 
make  the  Honor  Roll  a  letter  had  to 
earn  a  grade  of  B  or  better  in  both  up 
and  down  markets.  Furthermore,  the 
ratio  of  its  performance  to  its  risk  had 
to  be  greater  than  the  market's  (signi- 
fied in  the  table  by  a  relative  Sharpe 
ratio  greater  than  1.0). 

You  will  note  that  the  top  overall 
performers  don't  make  the  Honor 
Roll.  That's  the  way  we  intended  it: 
We  are  looking  for  consistent  perfor- 
mance in  both  bull  and  bear  markets. 
For  the  period  beginning  at  the  1987 
precrash  high,  for  example,  the  top 
performers  are  ore  Insight  and  mpt 
Review,  with  annualized  gains  of 
19.3%  and  15.5%,  respectively.  This  is 
far  ahead  of  the  7.8%  compound  re- 
turn for  the  stock  market  itself.  Yet 
these  impressive  returns  came  with  a 
steep  price:  D  grades  for  down-mar- 
ket performance. 

The  Forbes  system  for  awarding 
grades  works  this  way:  We  compare 
performances  with  market  averages, 
adjusted  to  moderate  the  impact  of 
winning  and  losing  streaks  and  to 
accentuate  more  recent  results.  The 
performances  are  then  graded  on  the 
curve:  The  best  5%  get  A+;  the  next 
20%,  A;  the  next  25%,  B;  the  next 
25%,  C;  the  next  20%,  D;  the  bottom 
5%,  F. 

Up  periods  as  defined  by  Forbes 
were  July  31, 1984  to  Aug.  31, 1987; 
Nov.  30, 1987  to  May  31,  1990;  and 
Nov.  30, 1990  to  Nov.  30, 1994.  The 
down  periods  consist  of  the  remain- 
ing months  since  June  30,  1983. 

The  Hulbert  Financial  Digest's 
performance  calculations  simulate  the 
real-world  experiences  of  a  typical 
investment  letter  subscriber.  That  is, 
they  take  into  account  mail  delays, 
commissions,  transaction  costs  and 
dividends.  For  this  survey  we  focused 
on  portfolios  that  are  predominantly 
equity  oriented,  excluding  those  that 
focus  on  gold,  bonds  or  international 
investments.  If  a  letter  had  more  than 
one  eligible  portfolio,  it  was  graded 
on  their  average  performances.       H 
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They've  treated  investors  well,  but  convertible  bonds 
aren't  much  in  favor.  In  that  neglect  lies  opportunity. 

The  zeal 

of  the  convert 


By  Jason  Zweig 


F.  Barry  Nelson,  52,  is  lunching  at  a 
midtown  Manhattan  hotel  when  a  fire 
alarm  goes  off.  His  eyes  rake  the  room: 
"There's  an  exit  sign  right  over  there," 
Nelson  reassures  his  jumpy  lunch  com- 
panion. He  resumes  eating. 

Leave  it  to  Nelson  to  look  for  exits. 
He  runs  the  Value  Line  Convertibles 
Survey,  and  safety  features  are  what 
convertibles  are  about.  Convertible 
bonds  and  convertible  preferred  stock 
are  half-breeds  that  blend  the  traits  of 
stocks  and  bonds.  If  the  company's 
stock  goes  up  enough,  the  holder 
could  profit  by  changing  the  bonds 
into  stock;  if  the  stock  does  poorly, 
the  holder  hangs  on  to  the  bonds  and 
collects  interest.  Exits  on  both  sides. 

According  to  Ibbotson  Associates, 


Barry  Nelson 
of  Value  Line 
Convertibles 
Heads  you  win , 
quarter,  tails  yoi 
lose  a  dime. 


the  Chicago-based  securities 
searchers,  convertibles  have  return 
12%  compounded  annually  over  t 
past  two  decades,  outperformi 
common  stocks  by  a  hair,  but  fluci 
ating  30%  less  sharply.  The  Hulb 
Financial  Digest  reckons  that  N 
son's  Value  Line  Convertibles  Sur 
newsletter,  which  tracks  585  cc 
verts,  has  returned  12.2%  compour 
ed  annually  since  Aug.  31,  19f 
beating  the  stock  market  by  mo 
than  four  percentage  points  per  yt 
while  incurring  slightly  less  risk.  H 
bert  gives  the  Value  Line  letter  an 
grade  for  its  performance  in  up  m 
kets,  a  B  in  down. 

Are  converts  a  good  thing?  Prol 
bly.  A  sure  thing?  Hell,  no.  They 
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EDIT  CARD 
RUM 

126-28,1995 
i  Diego 

ivention  Center 
i  Diego,  CA 

n  us  at  the  card 
lustrys  leading 
Inference/exhibition 
three  dozen  senior 
cutives  explain 
x  to  boost  credit 
d  profits  w  ithout 
wring  credit  card 
srest  rates. 

jndee  Fee.  S795- 
mi  libitor  Booth 
4"  $2,400 

vmmmm 

EDIT  CARD 

iRKETING 

MFERENCE 

'ember  29- 
er  1,1995 

las,  NV 

iniquc 
|X)rtunity  to  share 

ird  marketing 
ies  and 
jhniques  la\ored 
MasterCard. 

ican  Express 

Jo/ens  of  banks, 

janks  and 
liilers. 

fndeeFee:   $795 
Booth 
P.400 


May  18-19, 1995 
The  Fairmont  Hotel 
San  Francisco,  CA 

From  setting  goals 
to  selecting 
technologies,  the 
leaders  in  the  field 
will  cover  all  the 
bases  as  they  explain 
how    to  penetrate 
and  conquer 
the  explosive  home 
banking  market. 

Attendee  Fee:  $750 
Exhibitor  Booth 
Fee:  $2,000 


CORPORATE  CARD 
CONFERENCE 

June  15-16, 1995 
Sheraton  New  York 
Hotel  and  Towers 
New  York  City,  NY 

A  stellar  roster  of 
speakers  will  pinpoint 
key  obstacles  to 
success  in  the 
corporate  card 
market  and,  more 
importantly,  provide 
action-oriented 
guidance  on  how  they 
can  be  overcome. 

Attendee  Fee:  $795 
Exhibitor  Booth 
Fee:  $2,100 


June  15-16, 1995 
Sheraton  Boston  Hotel 
Boston,  MA 

Let  the  leaders  in 
the  field  help  you  to 
understand  and 
apply  the  latest 
advances  in  medical 
outcomes  research 
and  clinical  practice 
guidelines. 

Attendee  Fee:  $675 
Exhibitor  Booth 
Fee:  $1,500 


HEALTH  DATA 
NETWORK  FORUM 

November  16-17, 1995 
Stouffer  Orlando 
Orlando,  FL 

Senior  executives 
and  technology 
managers  from 
pacesetting  health 
care  providers, 
insurers  and 
processors  help 
you  to  take  full 
advantage  of 
health  information 
networking. 

Attendee  Fee:  S750 
Exhibitor  Booth 
Fee:  $2,000 
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Discover 
what  thousands 
of  financial 
service, 
purchasing  and 
health  care 
industry  leaders 
already  know. 

Discover 
Faulkner  &  Gray 
conference/ 
exhibitions! 


If  you're  a  financial  service,  purchasing  or  health  care  industry  executive, 
take  this  unique  opportunity  to  share  the  thinking  of  the  leaders  in  your 
field.  If  you're  a  payments  or  health  care  industry  vendor,  take  this 
opportunity  to  reach  hundreds  of  powerful  purchase  decision  makers.  Take 
this  opportunity  to  discover  conference/exhibitions  from  Faulkner  &  Gray 
—  the  information  source  for  business  and  the  professions. 

Lach  and  every  Faulkner  &  Gray  convocation  is  developed  to  define  the 
leading  edge.  Each  features  a  stellar  roster  of  speakers  and  panelists. 
Each  delivers  action-oriented  answers  to  the  strategic  and  operational 
questions  that  concern  you  most.  And,  year  after  year,  each  attracts 
hundreds  of  your  most  astute  colleagues  and  competitors.  So  don't  delay. 

Fop  more  information,  mail  the  attached  reply  card 
or  call  800-535-8403  today. 

For  full  details  on  any  or  all  of  the  conferences  featured  here,  simply 
complete  and  mail  the  attached  reply  card  or  call  800-535-8403. 
Number  of  attendees  and  exhibitors  will  be  limited,  so  you  are  urged  to 
act  now! 
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Shock  absorbers 

Convertible 

-Recent 

price- 

— Current  yield- 

Conversion — 

Fixed- 

Price  sensitivity 

convertible 

common 

convertible 

common 

value 

premium 

income 

if  stock: 

value 

+  50% 

-50% 

Best  buys 

Air  Express  Intl  6%  of  2003 

$940 

18% 

6.4% 

0.9% 

$826 

14% 

$780 

+35% 

-13% 

Beverly  Ents  7%%  of  2003 

933 

141/. 

8.2 

— 

696 

34 

940 

+23 

0 

Delta  Air  Lines  3.23%  of  2003 

684 

49% 

4.7 

0.4 

629 

9 

580 

+40 

-13 

General  Motors  C  $3.25  pfd 

578 

38% 

5.6 

1.2 

544 

6 

370 

+40 

-25 

Alexander  Haagen  7.5%  of  2001 

873 

15% 

8.6 

9.4 

854 

2 

830 

+45 

-5 

ICN  Pharmaceuticals  8.5%  of  1999 

953 

17% 

8.9 

1.5 

728 

31 

870 

+25 

-4 

Price/Costco  6%%  of  2001 

908 

I21%s 

7.4 

— 

574 

58 

910 

+15 

0 

Time  Warner  8%%  of  2015 

943 

33% 

9.3 

1.1 

710 

33 

890 

+18 

-5 

Worst  buys 

American  Brands  5%%  of  2005 

1140 

35% 

5.0 

5.6 

905 

26 

980 

+19 

-14 

Enron  $10.50  pfd 

420 

29% 

2.5 

2.7 

404 

4 

100 

+45 

-50 

Hecla  Mining  $3.50  pfd  B 

46 

10 

7.6 

— 

32 

44 

30 

+19 

-25 

Quixote  8%  of  2011 

880 

11% 

9.1 

2.0 

592 

49 

650 

+13 

-20 

Source:  Value  Line. 

These  best  buy 
convertibles, 
figures  Barry 
Nelson  of  Value 
Line,  offer  much 
of  the  potential 
gain  of  the  un- 
derlying common 
stocks  with  far 
less  risk.  The  wor 
buys,  however, 
promise  roughly 
as  much  risk 
as  gain. 
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tend  to  lose  less  when  stocks  are 
crashing;  the  1987  market  tumble 
knocked  31%  of  the  value  off  stocks 
but  just  18%  off  converts.  But  when 
stocks  and  bonds  do  badly  in  tandem, 
converts  offer  precious  little  shelter. 
In  early  1966,  as  the  Federal  Reserve 
raised  rates  and  both  stocks  and  bonds 
fell,  "convertibles  got  massacred," 
recalls  Richard  Wilson  of  Fitch  Inves- 
tors Service,  the  bond  rating  agency. 

Last  year,  in  similar  straits,  converts 
fell  5%,  versus  the  1%  gain  by  stocks  and 
the  3%  lost  by  corporate  bonds,  accord- 
ing to  Salomon  Brothers.  So  they're 
not  the  Holy  Grail,  but  any  smart 
investor  will  consider  using  them. 

The  key  to  Value  Line's  rankings  of 
converts  from  5  (lowest)  to  1  (high- 
est) is  its  price  sensitivity  ratio.  This 
measures  how  much  each  convert  is 
likely  to  move  when  the  underlying 
common  stock  makes  a  given  move. 

This  ratio  matters  because  convert- 
ible prices  seldom  move  in  lockstep 
with  prices  of  the  underlying  shares. 
The  ideal  convert  will  be  considerably 
more  sensitive  to  gains  in  the  stock 
than  to  declines.  Nelson  calls  this 
"maximum  asymmetrical  leverage." 

Take  Delta  Air  Lines'  3.23%sduein 
2003,  convertible  into  12.7  common 
shares.  With  the  stock  recently  at 
49%,  the  bond  is  equivalent  to  $629 
in  Delta  common.  It  traded  lately  at 
$683,  9%  above  its  stock  conversion 
value.  As  a  bond  alone,  its  fairly  low 
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coupon  would  make  it  worth  just 
$580.  So  there's  a  premium  there  of 
about  $100  over  the  value  as  a  bond 
and  about  $50-odd  over  its  value  if  it 
were  converted  right  now. 

Why  the  premium?  Because  the 
conversion  privilege  is  an  option  that 
has  value  in  its  own  right.  And  be- 
cause it  is  a  way  to  participate  in  the 
potential  of  this  low- dividend  stock 
while  earning  a  cash  return  of  4.7%. 

What's  the  leverage?  Value  Line 
calculates  that  this  convert  would  rise 
40%  if  the  stock  went  up  50%,  but 
would  lose  only  13%  if  the  stock  fell  by 
half.  As  Nelson  would  say,  asymmetri- 
cal leverage. 

At  first  blush  this  asymmetry  seems 
to  slant  much  too  far  in  favor  of  the 
Delta  convertible  bond.  But  in  fact, 
the  numbers  suggest  only  a  slight 
advantage  to  the  bond.  An  investor 
could  get  close  to  8%,  guaranteed,  on 
a  Treasury  zero  due  in  2003.  In  these 
conditions  it  would  make  no  sense  to 
buy  risky  Delta  common  shares,  with 
a  meager  dividend,  unless  they  were 
expected  to  appreciate  better  than  8% 
a  year.  In  short,  Delta  common  is  far 
more  likely  to  climb  50%  between 
now  and  when  the  bond  matures  than 
to  fall  50%. 

Now  look  at  the  75/s%s  of  2003 
issued  by  Beverly  Enterprises,  con- 
vertible into  48.9  common  shares. 
With  the  stock  at  14V4,  the  bonds 
have  a  conversion  value  of  $696.  But 


te 


they  trade  at  $933,  since  their  rel! 
tively  high  coupons  give  them  a  pun 
bond  value  of  $940.  At  this  price, 
option  to  convert  comes  free.  TI 
convert  pays  an  8.2%  current  yielt 
the  common  pays  no  dividend.  Ha 
the  Value  Line  model  projects  a  23 
price  rise  if  the  stock  goes  up  50%,  bi: 
no  loss  at  all  with  a  50%  fall  in  thj 
stock.  This  convert,  then,  behaves  lil 
a  bond  with  a  faint  stock  flavor. 

Value  Line  gives  both  the  Delta  aj 
the  Beverly  converts  its  highest  ratim 
since    each    provides    an    attracti 
though  very  different,  blend  of 
and  reward.  "The  model  does  m^ 
apples  and  oranges  a  bit,"  says  Nel;[ 
son.  "Its  recommendations  run  thfthi 
gamut  from  pure  stock  surrogates  t. 
pure  bond  surrogates." 

For  all  their  intriguing  feature 
convertibles  are  currently  not  muchr 
fashion.  Value  Line  Convertibles  Su> 
vey  ($625  for  48  issues  per  year)  Hi 
only  2,000  subscribers,  about  half  if 
them  individual  investors.  The  si 
scriber  rolls  are  down  about  one- 
from  1987.  The  Value  Line  Conver 
ible  Fund,  despite  respectable  perfo 
mance  and  low  costs  (no  sales  charg 
1.08%  annual  expense  ratio),  has  ju 
$50  million  in  assets.  That's  down  1 
almost  half  from  1987. 

"This  is  a  tiny,  trivial  niche  that  h; 
not  grown  despite  excellent  perfc 
mance,"  says  Nelson.  Say  we:  In  m; 
kets,  neglect  breeds  opportunity. 
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60  YEARS  AGO, 

BOBBY  JONES  AND 

CLIFFORD  ROBERTS 

OFFERED  A  FEW 

'4    SELECT  FRIENDS 

SIMILAR  OPPORTUNITY. 


■fortunate  few  became  part  of  one  of  golfs  most  treasured 
'  flpns.  Membership  in  a  club  created  exclusively  for  golf  lovers 
■  lovers. 

w  the  decades,  the  waiting  lists  to  such  venerable  venues 
•Aown  longer  than  a  625-yard  par  five  -  making  membership 
■ly  unreachable, 
jfl  was,  until  now. 

[WAITING  IS  OVER. 

founders  of  recently-opened  Naples  National  Golf  Club 
Ihe  same  principles  and  passion  for  the  game  that  led  to  the 
jclubs  like  Augusta  National,  Seminole  and  Pine  Valley.  A 
.  number  of  members  to  maximize  year-round  playability 
oyability.  An  inherent  understanding  that  highly  successful 
[prefer  to  associate  with  people  of  similar  accomplishments, 

«nd  ideals.  And  last  but  not  least,  a  great  golf  course. 

hmain  difference  between  Naples  National  and  the  Augusta 

mals  of  the  world  is  that  Naples  National  still  has  a  few 

m  memberships  available. 

flAKING  GOLF  HISTORY. 

-In  Bobby  Jones  was  planning  the  Augusta  National  lay- 
'M  sought  out  the  one  architect  who  could  best  execute  his 
«5:  Dr.  Alister  Mackenzie,  whose  masterpieces  include  two 
m  Digest's  top  three  courses  in  America.  When  planning 
■.pies  National  layout,  the  club's  founders  selected  Dr. 
<fcl  Hurdzan,  whose  masterworks  include  Golf  Digest's 
Tew  Canadian  Private  Courses  of  1991  and  1992. 


Like  Dr.  Mackenzie,  Dr.  Hurdzan  believes  in  the  tradition  of 
making  the  most  of  native  terrain.  In  this  case,  centuries-old  stands 
of  cypress  and  pine,  marshland  and  sand.  The  end  result  is  simply 
stunning.  Those  privileged  enough  to  have  played  Pine  Valley  will 
immediately  pick  up  on  striking  (and  often  narrowing)  similarities. 
Rugged  sand  scrub  waste  areas  hordering  meticulously  manicured 
fairways. 

Hurdzan's  overall  design  is  a  throwback  to  the  historic  courses  of 
60, 70, 80  years  ago.  No  island  greens.  No  railroad  ties.  No  gimmicks. 
And  no  need  for  Daly-esque  length.  Still  and  all,  from  the  tips,  this 
par  72  tops  out  at  well  over  7,000  yards  -  giving  even  low  handi- 
cappers  a  high  degree  of  difficulty  and  reward. 

No  expense  has  been  spared  in  design  -  or  maintenance.  Every 
round  will  be  played  in  tournament  level  conditions. 

A  VERY  PRIVATE  PROPERTY. 

With  just  275  members  ~  most  of  whom  reside  outside  Florida 
and  abroad  ~  you'll  be  able  to  play  whenever  you  please.  Some  days, 
you  may  have  the  course  all  to  yourself.  Here,  getting  in  18  in  under 
four  hours  is  par  for  the  course,  whether  riding,  or  walking  with 
an  experienced  caddie.  The  only  spectators  are  the  wildlife  who 
cohabit  this  scenic  sanctuary.  You  see,  at  Naples  National,  you're 
surrounded  by  nature.  Not  houses  or  condos.  This  is,  after  all,  an 
exclusive  golf  club.  Not  a  real  estate  development.  No  noisy  pools. 
No  tennis.  No  afternoon  teas.  Just  18  tees  and  greens.  Pure, 
unadulterated  golf  heaven. 

ITALIAN 
RENAISSANCE 
STYLE  AND  GRACE, 
IN  1995. 

The  three  story,  Italian 
Renaissance  clubhouse  is  al- 
ready underway  towards  its 
completion  in  '95.  Consum- 
mate locker  rooms  and  a 
world-class  golf  shop  are  just 
the  beginning-twelve  elegant 
guest  suites,  many  replete 
with  fireplaces;  all  with 
twenty-four  hour  services. 
Just  seconds  away  from  any 
suite  will  be  a  superlative  library  which  even  lends  entertainment 
and  instructional  videos  and  CDs  for  enjoyment  in  your  suite.  A 
lounge,  mixed  grill  and  a  truly  intimate  dining  room  will  serve  first- 
class  fare,  or  experience  outdoor  dining  on  the  breathtaking  Garden 
Terrace.  Rest  assured,  your  every  need  will  be  catered  to. 

CLUB  CHAMPIONS. 

As  you  might  expect,  a  new  golf  club  with  such  high  standards 
has  already  attracted  high  profile  members.  Chairmen  and  CEOs 
of  Fortune  500  corporations.  Champions  of  international  commerce, 
entertainment  and  sports,  like  former  Masters  and  U.S.  Open  champ 
Fuzzy  Zoeller.  The  list  is  most  impressive.  So,  of  course,  are  the  fees. 
But  as  long  as  there  are  golfers  who  can  afford  the  best  the  game 
has  to  offer,  Naples  National  will  continue  to  provide  it. 

THE  ULTIMATE  GOLF  LESSON. 

Ask  anyone  who,  years  ago,  might  have  passed  up  the  opportunity 
to  join  an  exclusive  golf  club  like  Augusta  National,  if  they  ever 
regretted  their  decision.  You  already  know  how  they'd  answer. 

Naples  National  is  one  of  those  once-in-a-lifetime  opportunities. 
To  belong  to  a  club  where  the  membership  will  be  cherished.  Now 
and  forever.  Proudly  passed  from  generation  to  generation. 

You've  worked  hard  to  arrive  at  this  moment.  You've  developed  an 
affinity  for  the  game  that  borders  on  obsession.  You've  fantasized 
about  a  scenario  like  this  for  years. 
Join  the  club. 
Call  1-800-741-5766  to  find  out  how. 

NAPLES  NATIONAL 

GOLF    CLUB 
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EDITED  BY  JASON  ZWEIG 


Mutual  funds  come  in  all  flavors. 
Now  they  come  in  all  sizes  as  well. 

Happy  medium 


IT'S  always  been  EASY  to  buy  T  shirts, 
popcorn  or  Slurpees  in  small,  medium 
and  large  sizes.  But  until  recently, 
stock  funds  have  seemed  to  come  only 
in  two  basic  sizes:  small  and  large. 
Some  funds  stick  to  blue-chip  behe- 
moths like  General  Electric,  while 
others  go  after  the  likes  of  Zycad 
(market  value,  $28  million). 

But  leave  it  to  the  folks  who  market 
mutual  funds.  Now  you  can  buy 
"mid-cap"  funds.  What's  a  mid-cap? 
Just  what  you'd  expect.  Bigger  than 
small-cap,  smaller  than  big-cap.  The 
bulk  of  the  companies  in  Standard  & 
Poor's  MidCap  400  Index  have  com- 
mon stock  capitalizations  (that  is, 
market  values)  between  $300  million 
and  $4  billion;  the  Russell  Midcap 
Index  covers  about  800  companies, 
mostly  between  $700  million  and 
$4.5  billion  in  value.  By  number, 
some  20%  of  U.S.  companies  are  mid- 
caps;  by  market  value,  they  make  up 
about  30%. 

At  the  end  of  1991  Lipper  Analyti- 
cal Services  tracked  42  such  funds 
with  $12  billion  in  total  assets.  At  last 
count,  there  were  99,  with  $32  billion 
among  them. 

Of  course,  the  industry  brought 
out  all  these  new  funds  because  it 
could  see  the  public  would  buy  them. 
No  surprise  that  the  sponsors  have 
developed  rationalizations  for  the  cat- 
egory. Brian  Berghuis,  who  runs  T. 
Rowe  Price  Mid -Cap  Growth  Fund 
(assets,  $100  million),  argues  thus: 
"Over  the  long  term,"  he  explains, 
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"mid-caps  provide  returns  very  close 
to  those  of  small-caps,  yet  with  signifi- 
cantly lower  volatility."  Berghuis 
claims  that  from  1926  to  the  end  of 
1993,  medium-size  stocks  returned 
1 1 .4%  compounded  annually,  nearly 
tying  the  1 1 .8%  return  on  small 
stocks.  But  the  mid-caps  exhibited 
only  about  80%  of  the  risk.  Over  the 
same  period,  big  stocks  had  only  60% 
of  the  risk  of  small  stocks,  but  com- 
pounded at  just  9.7%. 

What's  the  catch? 

The  catch  is  that  mid-cap  is  in  the 
eye  of  the  beholder — or,  rather,  in  the 
eye  of  the  fund  promoter.  "There's  a 
lot  of  definitional  fuzz  in  this  area," 
says  Jennifer  Uhrig,  who  runs  Fidelity 
Mid-Cap  Stock  Fund  (assets,  $126 
million).  Uhrig  defines  a  mid-cap  as 
any  stock  between  $50  million  and  $8 


billion  in  market  value,  the  outer  lim 
its  of  the  s&p  MidCap  400  Index.  IA 
Midcap  Growth  Fund,  by  contrast 
shops  for  stocks  between  $1  billioi 
and  $3  billion  in  market  value. 

In  short,  labels  are  subjective.  On 
man's  mid-cap  is  another  man's  big 
cap.  And,  no  matter  how  they  defin 
mid-caps,  most  of  these  funds  ar< 
required  to  dedicate  only  65%  of  as 
sets  to  them.  The  Federal  Nationa 
Mortgage  Association  (market  cap 
$20  billion)  is  one  of  Uhrig's  top  tei 
holdings  at  Fidelity  Mid-Cap  Stock' 
Westcore  Midco  Growth  has  1 .4%  o 
its  assets  in  Capital  Cities/ABC  ($li 
billion),  another  1%  in  Home  Depo 
($20  billion). 

Remember,  too,  that  30%  of  th 
stock  market  was  not  exactly  ignore* 
until  the  mutual  fund  business  finalll 
christened  it  with  a  snappy  name* 
Plenty  of  good  funds — Lindner 
Nicholas,  Twentieth  Century  Ultn 
Investors,  even  Vanguard's  Extender 
Market  index  fund — have  long  spe< 
cialized  in  medium-size  stocks  with! 
out  branding  themselves  "mid-cap.' 
Mid-cap  funds  are  more  a  new  namn 
than  a  new  idea. 

While  not  as  novel  as  they  sound 
mid-cap  funds  can  be  useful  diversifit 
ers.  Two  good  no-load  choices  am 
Fidelity  Mid-Cap  Stock  and  T.  Rown 
Price  Mid-Cap  Growth.  Among  thi 
favorite  stocks  of  Fidelity's  Uhrigi 
textile  maker  WestPoint  Stevens) 
publisher  Gannett,  Softkey  Softwarn 
Products  and  KinderCare  Learninj 
Centers.  T.  Rowe's  Berghuis  likci 
office  products  supplier  Alco  Sta 
dard,  Italian  eatery  Sbarro  and  t 
drugstore  chain  Revco.         -J.Z.  I 


Muddle  in  the  middle 

Fund 

Mid-cap  range 
($mil) 

M  assets      1994 

($mil)         total 

return 

Annual 
-expenses 
per  $100 

Federated  Mid-Cap 

1 

$39          -4.3% 

$0.60 

Fidelity  Mid-Cap  Stock 

$50-$8,000 

126             8.4 

2.062 

IAI  Midcap  Growth 

1,000-3,000 

74             5.7 

1.25 

Monetta  Mid-Cap  Equity 

1,000-5,000 

12             2.2 

1.12 

Peoples  S&P  MidCap 

1 

71           -4.0 

0.093 

T  Rowe  Price  Mid-Cap  Growt 

l      300-4,000 

100            0.3 

1.25 

Wasatch  Mid-Cap                   500-5,000 

'Fund  mirrors  Standard  &  Poor's  MidCap  400  Index 
$8  billion.    Annualized.    3Net  of  expense  absorpt 
Sources:  Lipper  Analytical  Services;  Forbes. 

1             8.1 

174 

range  approximately  $5C 
on  by  fund  sponsor. 

million  to 

These  no-load 
funds  say  they  in- 
vest in  medium- 
capitalization 
stocks,  but  their 
definitions  of  mid- 
cap  are  all  over 
the  map. 


1 


Forbes  ■  January  30,  19 


"" 


Any  one  would  be  reason  enough  to  consider  INVESCO  for 
your  mutual  fund  investments.  But  taken  as  a  whole,  it  makes  a 
compelling  argument  very  few  fund  companies  can  match.  So 
if  you're  looking  for  a  history  of  performance,  coupled 
with  a  global  management  philosophy  that  puts  us  where 
the  opportunities  are,  call  800-320-4525  ext.  414. 


Giving  investors  the  world  since  1853. 


B-S  RECOMMENDATION  OF  INDUSTRIAL  INCOME,  UTILITIES,  G  SCIENCES,  TECHNOLOGY,  EUROPEAN  AND  PACIFIC  BASIN  FUNDS  AS  "BEST  BUYS'  IN  THEIR  AUGUST  29,  1994  ISSUE  BASED  ON  PROPRIETARY 

*M'S  OF  5-YEAR,  RISK-ADJUSTED  PERFORM  -=-ENSES  AS  OF  6/30/94.    PAST  PERFORMANCE  IS  NO  GUARANTEE  OF  FUTURE  RESULTS. 


VIEWPOINT 


Commerzbank's  focus  on  German 
and  European  economic  issues        1/95 


German  economy 
in  1995:  no  signs  of 
overheating 


Western  Germany's  unexpectedly  strong  upswing  in  1994 
has  raised  fears  that  overheating  associated  with  inflationary 
pressures  and  monetary  tightening  might  follow  later  in  1995. 
But  these  fears  are  hardly  supported  by  the  facts.  Low  wage 
settlements  and  a  significant  further  rise  in  the  tax  burden  will 
keep  a  lid  on  domestic  demand.  An  increase  of  2V2%  in  western 
Germany's  real  GDP,  and  3%  for  Germany  as  a  whole,  will  be 
almost  in  line  with  the  potential  output  growth. 

Is  the  current  upswing  strong  or 
weak?  It  is  certainly  strong  com- 
pared with  expectations  at  the  start 
of  1994,  when  growth  of  under  1% 
was  being  forecast.  Yet  it  is  rather 
weak  if  potential  output  is  used  as 
the  yardstick,  given  the  sharp  fall  in 
capacity  utilization. 


The  data  for  GDP  and  manufac- 
turing output  also  diverge.  While 
GDP  was  almost  1%  higher  by  end- 
1994  than  it  was  early  in  1992, 
before  the  downturn  began,  manu- 
facturing output  is  still  5%  lower. 
Such  disparities  have  left  not  only 
the  public  but  also  the  financial 
markets  puzzled.  They  have 
prompted  questions  about  the  future 
course  of  monetary  policy  as  well. 
What  does  1995  hold  in  store? 


International  presence: 

Alma-Ata,  Amsterdam, 
Antwerp,  Atlanta,  Bangkok, 
Barcelona,  Beijing,  Bombay, 
Brussels,  Budapest,  Buenos 
Aires,  Cairo,  Caracas, 
Chicago,  Copenhagen,  Dublin, 
Geneva,  Gibraltar,  Grand 
Cayman,  Hong  Kong,  Istanbul, 
Jakarta,  Johannesburg,  Kiev, 
London,  Los  Angeles,  Luxem- 
bourg, Madrid,  Manama, 
Mexico  City,  Milan,  Minsk, 
Moscow,  New  York,  Novosibirsk, 
Osaka,  Paris,  Prague,  Rio  de 
Janeiro,  Sao  Paulo,  Seoul, 
Shanghai,  Singapore,  St.  Peters- 
burg, Sidney,  Tehran,  Tokyo, 
Toronto,  Warsaw,  Zurich. 


The  key  features  of  the  recovery 
remain  unchanged  in  the  new  year. 
The  gap  between  private  and  gov- 
ernment consumption  on  the  one 
hand,  and  business  investment  and 
exports  on  the  other,  will  widen. 
Indeed,  by  end-1995,  private  and 
government  consumption,  which 
together  account  for  three-quarters 
of  GDP,  should  be  only  a  real  2'/2% 
higher  than  at  the  bottom  of  the 
recession  in  early  1993,  but  capital 
spending  and  exports  will  probably 
have  risen  by  11%.  The  demand  of 
private  households  will  be  damp- 


lower  in  1994  than  in  1990  and  1 
point  lower  than  its  1985-1989  average. 

Moderate  pay  settlements  an 

vital  for  sustained  growth.  Wf 
expect  hourly  wage  rates  in  the  pri- 
vate sector  to  go  up  by  3%  at  most 
this  would  be  compatible  with  a 
marked  upturn  in  business  invest- 
ment. 

Last  but  not  least,  it  is  fearec 
that  the  strong  monetary  expansior 
up  to  mid- 1994  might  fuel  inflation 
in  1995,  prompting  the  Bundesbank ,  jLUU 
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Outlook  for  western  Germany* 

at  constant  prices;  percentage  change  on  year 
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1994" 

1995 

Private  consumption 

1.2 

0.5  (1.0) 

Government  consumption 

0.0 

0.5  (1.0)         1 

Pni 

Machinery  and  equipment 

-3.0 

6.0  (6.5) 

Construction 

3.5 

2.0(5.0)         imM 

Domestic  demand 

1.8 

1.5  (2.0) 

uctured  Trar 

Exports 

7.1 

6.0  (7.5) 

Imports 

6.5 

4.5  (5.0) 

Gross  Domestic  Product 

2.3 

1  L)l  1LU 

2.5(3.0) 

Consumer  prices 

3.0 

2.5 

e  piece  o 

*)  figures  in  parentheses  include  western  and  eastern  Germany;  I)  January  -  September 


ened  by  moderate  pay  increases, 
rather  weak  employment  growth 
and  substantially  higher  taxes 
and  social-security  contributions. 
Government  consumption  will  be 
curbed  by  fiscal  consolidation  efforts. 

The  sharp  rise  in  long-term  inter- 
est rates  will  slow  residential  con- 
struction in  1995.  By  contrast,  busi- 
ness investment  will  hardly  be 
affected  as  profits  will  stage  a  strong 
recovery,  albeit  from  a  very  low 
level.  In  the  economies  of  Germany's 
major  Western  European  trading 
partners,  the  upswing  is  gathering 
momentum  and  capital  spending  is 
rising  -  to  the  benefit  of  German 
exporters. 

Developments  in  three  areas 
could  change  the  outlook,  though. 
For  one  thing,  private  households 
might  once  again  save  less  in  1995. 
However,  the  savings  ratio  was 
already  a  good  2  percentage  points 
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to  raise  its  key  lending  rates.  Bun 
the  size  of  the  monetary  overhang 
cannot  be  reliably  estimated  due  tc 
the  various  factors  involved  -  Ger-M, 
man  unification,  EMS  crises,  and 
the  withholding  tax.  What  is  moree'  ">  sa'et)' 
wage  and  fiscal  restraint,  as  well  asi1 
tougher  international  competition1:  ™t  until 
should  all  prevent  a  resurgence  o.i  Wc  bond 
inflation  in  1995.  I  t  market- 

It  annual  I 
Domestic  demand  in  Germany  is » mpared  ti 
growing  at  such  a  modest  pace  thatt  tst  rate  n 
it  will  neither  cause  the  economy  Ut  n  (Jjnnjf 
overheat  in  the  near  future,  which^ol 
would  threaten  price  stability,  now  J|  u 
>will  it  make  much  of  a  dent  in 
ployment. 


|)of-« 
vice,  thoi 
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For  more  information 
about  our  banking  and 
financial  services, 
contact  Commerzbank's 
Corporate  Communications 
Department,  Frankfurt. 
Fax +496913  62-98  05 
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ast  year  a  diversified  portfolio  of  junk  bonds 
utperformed  high-quality  U.S.  Treasurys. 
here's  a  lesson  here. 

Risk  pays 


Y  DAUID  P.  GOLDMAN 


m 


'id  P.  Goldman  is  a  managing 
ctor  in  Bear,  Stearns  &  Co.'s 
ancial  Analytics  & 
jctured  Transactions  Group. 


ST  year  was  not  an  auspicious  one 

'  starting  a  bond  column.  The  aver- 

piece  of  U.S.  Treasury  paper  de- 

^|ered  a  total  return  (including  inter- 

)  of  -4%.  Investors  who  took  my 

vice,  though,  didn't  fare  too  badly. 

My  first  column,  Apr.  25,  conclud- 

"In  the  long  run,  I  think  the 

eenspan  Fed  will  get  the  better  of 

a  lation  expectations.  In  the  short 

1,  safety  is  the  best  strategy."  I 

dieted  bonds  were  going  lower. 

Mot  until  the  June  30  issue  did  I 

,  /ise  bond  investors  to  venture  into 

market — and  then  cautiously.  In 

annual  Forbes  "Money  Guide"  I 

upared  two  bonds  with  similar  in- 

est  rate  risk,  namely  an  8.5%  cou- 

Ginnie  Mae  30-year  mortgage 

in  ol  and  a  Treasury  bond  due  in 

Sty. I  Dl.  My  advice  was:  Go  for  the 

3E  wrtgage    security    and    reject    the 

asury.  The  price  of  both  bonds 

,  but  with  interest  thrown  in  the 

al  return  on  the  Ginnie  Mae  was  a 

itive  1 .6%  ,  while  the  Treasury  8% 

May  2001,  in  contrast,  returned  a 

5ative  0.5%. 

Vly  big  embarrassment,  of  course, 
that  headline  on  my  Dec.  5, 1994 
imn:  "Take  a  chance  on  Mexico." 
Btifyou  read  the  whole  column,  you 
R>w  that  was  only  part  of  what  I  said. 
•4y  point  was  that,  even  though 


individual  countries  like  Brazil,  China 
and  Mexico  are  risky,  a  diversified 
package  of  their  bonds  could  add  a  fair 
amount  of  return  to  a  U.S.  bond 
portfolio  over  the  long  pull  while 
increasing  its  risk  only  a  little. 

Specifically,  the  column  suggested 
that  a  weighting  of  10%  to  20%  in 
emerging  market  debt  would  make 
sense  for  a  fixed-income  investor  who 
would  otherwise  have  been  100%  in- 
vested in  moderate-risk,  seven-year 
Treasurys.  For  a  bolder  player  I  cited  a 
mix  of  40%  U.S.  bonds,  40%  emerg- 
ing market  bonds  and  20%  European 
bonds  as  an  optimal  position  on  the 
risk/ reward  curve. 

How  did  those  hypothetical  port- 
folios fare?  From  Nov.  21,  the  ap- 
proximate arrival  time  of  the  Dec.  5 
Forbes,  through  Dec.  31,  a  seven- 
year  Treasury  had  a  total  return  of 
1.1%.  A  mix  of  85%  seven-year  T 
notes,  1 5%  emerging  market  debt  had 
a  return  of  0.4%,  using  the  J. P.  Mor- 
gan Emerging  Market  Bond  Index. 
The  40-40-20  blend  would  have  re- 
turned a -1.1%. 

I  still  like  the  idea  of  enriching  the 
yield  on  bond  portfolios  with  an  ad- 
mixture of  developing  nation  debt. 
Since  Dec.  19,  many  Mexican  bonds 
have  lost  more  than    10%  of  their 

I  still  like  the  idea 
of  enriching  the  yield 
on  bond  portfolios  with 
an  admixture  of  developing 
nation  debt. 

market  value.  Other  emerging  mar- 
kets, especially  those  in  Latin  Ameri- 
ca, fell  in  sympathy  (although  some 
oil  company  bonds  rose).  Does  this 
present  a  buying  opportunity? 

Yes,  but  remember  my  original  ad- 
vice: Don't  overdo  Mexico  or  any 
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other  single  country.  That's  the 
whole  idea:  Spread  the  risk.  In  Latin 
America,  don't  overlook  Venezuela 
and  Brazil. 

If  you  do  decide  to  invest  in  a 
package  of  developing  nation  debt, 
lean  toward  corporate  rather  than 
government  bonds  from  those  coun- 
tries. If  disaster  strikes  as  it  did  in 
Mexico,  neither  government  nor  cor- 
porate bonds  will  be  spared.  But  the 
corporates  generally  yield  more.  Dol- 
lar-denominated five-year  bonds  is- 
sued by  the  highest-grade  Mexican 
corporations  now  yield  13%  to  14%, 
or  5  to  6  percentage  points  above 
U.S.  Treasurys.  The  Cementos  de 
Mexico  10s  of  November  1999,  for 
example,  yield  13.3%. 

Despite  having  had  a  less  than  ban- 
ner year,  I  reiterate  the  advice  given  in 
my  Oct.  10  column,  which  is  that  a 
diversified  portfolio  of  bonds,  includ- 
ing some  junk,  can  be  safer  than 
seemingly  ultrasafe  investments  like 
U.S.  Treasury  bonds.  Long-term 
Treasurys  turned  out  to  be  the  biggest 
losers  during  1994,  with  a  total  return 
of-7.5%. 

Every  so  often  junk  will  have  a  very 
bad  year,  like  1989.  Notwithstanding 
that  crash,  the  sector  outperformed 
all  other  fixed-income  asset  classes 
(and  broke  even  with  equities)  be- 
tween 1980  and  1994.  It's  very  sim- 
ple: The  extra  yield  in  junk  securities 
more  than  compensates  for  the  extra 
degree  of  risk. 

Here's  what  I  would  recommend 
for  a  moderate -risk  investor  with  a 
$100,000  fixed-income  portfolio. 
Put  $25,000  in  one-  or  two-year 
U.S.  Treasurys;  $25,000  in  a  fund 
that  owns  junk-quality  U.S.  corpo- 
rate bonds;  $25,000  in  a  fund  that 
owns  Ginnie  Maes  or  similar  mort- 
gage paper;  and  $25,000  in  a  well- 
diversified  international  bond  fund 
with  about  half  its  investments  in 
emerging  market  debt  and  the  rest 
in  industrial  companies. 

Conservative  investors  who  won't 
sleep  well  holding  such  risks  should 
keep  the  Ginnie  Maes  and  short 
Treasurys  but  put  less  in  riskier 
bonds.  They  should  also  take  the 
time  to  learn  about  investment  al- 
ternatives that  yield  much  more 
than  cash  but  without  a  lot  of  risk, 
like  the  adjustable-rate  mortgages  I 
discussed  here  on  Jan.  2.  tm 
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Orange  County's  financial  disaster  has  created  a  buying 
opportunity  in  tax-free,  closed-end  muni  funds. 


Fallout 


BY  DAUID  DREMAN 


David  Dreman  is  chairman 
of  Dreman  Value  Management,  L.P., 
Investment  Counsel,  New  Jersey,  and  author 
of  The  New  Contrarian  Investment  Strategy. 


Orange  County's  financial  disaster 
has  presented  an  opportunity  for 
shrewd  investors.  It  has  produced 
near  paranoia  on  municipal  bonds, 
causing  unthinking  investors  to  dump 
perfectly  good  tax-exempts.  Closed- 
end  municipal  funds  have  been 
among  the  hardest  hit,  and  many  now 
trade  at  major  discounts  to  net  asset 
value  and  pay  well-above-average, 
tax-free  yields.  Unlike  open-ended 
mutual  funds,  these  closed-ends  are 
not  redeemable  at  net  asset  value;  they 
can  be  sold  only  to  another  buyer. 
Thus  they  are  more  vulnerable  to 
changes  in  investor  psychology  than 
open-ended  municipal  bond  funds. 

Here  are  several  closed-end  munic- 
ipal bond  funds,  all  of  which  trade  on 
the  NYSE,  that  look  interesting  now. 

Colonial  Investment  Grade  (9V2)  is 
a  closed-end  municipal  fund  that  does 
not  use  risky  leverage  or  derivatives. 
The  fund  trades  at  a  5%  discount  to 
net  asset  value  and  yields  7.3%. 

Intercap  Insured  California  Mu- 
nicipal Security  (11%)  does  not  use 
derivatives  and  currently  has  no  lever- 
age. It  trades  at  an  11.8%  discount  to 
net  asset  value  and  yields  6.1%. 

Municipal  Advantage  (10V&)  is 
priced  at  an  11.5%  discount  to  net 
asset  value  and  provides  an  8 . 5  %  yield . 
The  fund  does  not  use  leverage  or 
derivatives. 
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Municipal  Income  Trust  II  (9lA)  is 
priced  at  a  6%  discount  to  net  asset 
value  and  yields  6.9%.  The  fund  has  an 
average  duration  of  seven  years  and  is 
derivative-  and  leverage-free. 

Kemper's  Strategic  Municipal 
( 1 1%)  also  is  derivative-  and  leverage- 
free.  The  fund  yields  7.3%  and  trades 
at  a  1%  discount  to  its  net  asset  value. 

If  you  do  own  mutual  funds  or  mon- 
ey market  funds  and  are  worried  about 
possible  exposure  to  the  derivatives  that 
sank  the  Orange  County  Fund,  here's 
what  to  do:  Phone  or  write  your  fund 
and  ask  whether  it  uses  derivatives  and 
leverage.  If  it  uses  either  in  a  manner 
that  you  cannot  have  explained  satisfac- 
torily, get  out.  There  are  enough  good 
funds  that  can  give  you  similar  returns 
without  the  added  risks. 

There  is  nothing  wrong  with  deriv- 
atives per  se,  but  they  are  not  suitable 
for  ordinary  ^investors  who  simply 
want  to  enhance  yield.  They  are  often 
used  as  a  tool  by  speculators.  Unfor- 
tunately, many  money  managers  used 
this  speculative  instrument  in  order  to 
create  a  bit  of  extra  yield  and  thus 
attract  business  to  their  funds.  But 
that  extra  yield  was  not  really  interest; 
it  was  a  speculative  profit. 

Take  Piper  Jaffray's  Institutional 
Government  Income  Portfolio 
Fund,  widely  considered  a  safe  short- 
term  government  fund.  The  fund 
had  displayed  blowout  returns  since 
1989,  because  of  the  use  of  deriva- 
tives to  capture  higher  long-term 
rates  when  short  interest  rates  were 
down  near  record  lows.  Billions  of 
dollars  flowed  into  the  Piper  funds, 
accompanied  by  multimillion-dollar 
management  fees. 

The  fund  manager  made  the  highly 
risky  bet  that  rates  would  stay  low  by 
placing  a  large  part  of  his  portfolio 
into  inverse  floaters,  a  derivative  that 
rewards  the  buyer  if  interest  rates  drop 
and  punishes  him  if  they  rise.  When 
rates  began  to  shoot  up,  the  fund 
holders  lost  over  25%  of  their  capital. 


The  victims  were  the  unknowir 
folks — municipalities,  churches,  a 
tirement  funds  and  the  like — wh 
thought  they  had  put  their  mom 
into  a  totally  safe  investment.  Whe 
the  bet  blew  up,  the  management  aii 
a  good  part  of  the  unsophisticate 
press  blamed  derivatives.  The  fau 
was  not  derivatives.  The  fault  was  wil 
managers  who  spiked  their  lemonac 
with  a  lot  of  booze. 

Orange  County  was  not  a  victim  i 
derivatives.  It  was  a  victim  of  stupidi  1 
and  venality.  The  County's  formi 
treasurer  purchased  inverse  floater: 
not  making  an  investment  but  rathi 
placing  a  risky  bet  on  the  direction 
interest  rates.  But  even  this  was  nn 
enough.  The  gamble  was  compound 
ed  by  leveraging  his  bet  three-  ( 
fourfold.  So,  the  Orange  Couni 
Fund  lost  27%  of  its  capital,  a  la 


Know  your  fund. 
Phone  or  write  and 
ask  whether  it  uses 
derivatives  and  leverage. 

worse  than  the  stock  market  sufferf 
in  any  year  since  the  1930s. 

Derivatives  had  become  for  som 
officials  a  convenient  cover  for  gar 
bling  with  public  funds.  But  we  dori 
close  the  racetracks  because  som 
people  gamble  their  grocery  monei 
nor  do  we  close  the  saloons  becau 
some  people  drink  too  much.  Tl 
trouble  is  not  with  derivatives.  TI 
trouble  is  with  people  who  use  the 
irresponsibly. 

Meanwhile,  however,  all  the  fu 
has  created  some  interesting  buys 
tax-free  closed-end  muni  funds.  ; 
you  would  with  any  fund,  open  1 
closed,  pay  attention  to  annual  e 
pense  ratios.  A  very  high  one  cou1 
erase  the  benefit  of  buying  a  fund  al 
discount  to  net  asset  value.  I1 
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And  the  winner  is... 


everyone. 


Who  stands  to  benefit  when  business  invests  in  the  arts?  Just  about  everyone.  Arts  organizations 
receive  much-needed  financial  and  technical  assistance.  Supporting  companies  gain  from  an  alliance 
that  can  enhance  their  prestige,  forward  strategic  goals,  open  new  markets  and  enrich  their  personal 
and  professional  lives.  And  all  of  us  get  to  enjoy  great  art. 

Business  investment  in  the  arts  is  not  just  a  sign  of  success;  it's  the  way  to  it. 

Call  for  Entries  •  1995  Business  in  the  Arts  Awards 

If  you  or  your  company  is  investing  in  the  arts  and  making  a  difference  in  your  community,  you  may 
be  eligible  for  a  Business  in  the  Arts  Award.  Sponsored  by  the  Business  Committee  for  the  Arts  and 
FORBES  Magazine,  these  national  awards  are  presented  annually  to  recognize  businesses  and  executives 
who  have  taken  a  leadership  role  in  developing  outstanding  partnerships  with  the  arts. 

ENTRY  DEADLINE:  April  28,  1 995.  For  information  about  the  awards  and  entry  materials,  contact: 
3j£  Business  Committee  for  the  Arts,  Inc.  1775  Broadway,  N.Y.,  N.Y.  10019  212  664-0600  Fax  212  956-5980 


Prepared  as  a  public  service  by  AD.  Lubow,  Inc. 
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A  powerful  way  to  reduce  illegal  immigration 
is  to  encourage  developing  countries  to  maintain 
strong  currencies  and  free  market  economic  policies. 

Peso  refugees 


BY  STEVE  H.HANKE 


Steve  H.  Hanke  is  a  professor 

of  Applied  Economics  at 

The  Johns  Hopkins  University  in  Baltimore. 


In  the  aftermath  of  Mexico's  peso 
debacle,  more  Latin  Americans  will  be 
packing  their  bags  for  the  trek  to  the 
U.S.  Since  Latin  America  already  ac- 
counts for  nearly  half  of  the  U.S.'  new 
immigrants,  any  increase  in  immigra- 
tion across  the  Rio  Grande  will  make 
the  scheduled  congressional  hearings 
on  immigration  even  more  electric. 

Professor  George  J.  Borjas  has  as- 
sembled U.S.  census  data  showing 
that  during  the  1950s,  only  250,000 
immigrants  entered  the  U.S.  annual- 
ly, accounting  for  9%  of  the  change  in 
the  population.  Today  over  1  million 
immigrants  arrive  each  year,  and  they 
account  for  over  40%  of  the  country's 
population  growth.  If  the  situation  in 
Mexico  deteriorates  further,  that 
number  will  go  higher. 

Immigrants  have  unquestionably 
contributed  to  economic  growth 
and  to  our  culture,  but  changing 
trends  in  the  composition  of  immi- 
gration are  going  to  ignite  a  lot  of 
anger  when  aired  on  TV  and  in  the 
headlines.  Forty-five  years  ago  over 
two-thirds  of  the  new  immigrants 
originated  in  Europe  and  Canada, 
and  they  had  a  bit  more  schooling 
than  the  :\erage  U.S.  native.  By 
1990  almo  t  85%  of  the  new  immi- 
grants originated  in  Asia  and  Latin 
America,  and  th  y  had  significantly 
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less  education  than  natives. 

The  decline  in  education  suggests 
that  the  new  mix  contains  a  lot  more 
unskilled  workers.  About  40%  of  the 
newest  immigrants  are  high  school 
dropouts,  while  only  about  15%  of  the 
native  population  fail  to  finish  high 
school.  The  declines  in  relative  edu- 
cation and  skill  levels  are  reflected  in 
earnings:  By  1970  recent  arrivals 
earned  17%  less  than  natives.  Now 
they  earn  32%  less.  The  new  arrivals 
are  particularly  unsuccessful  in  the 
U.S.  labor  market  and  will  remain  so 
throughout  their  working  lives. 

The  data  also  show  that  a  signifi- 
cant part  of  the  new  pool  of  immi- 
grants are  assimilating  not  into 
mainstream  America  but  into  the 
welfare  culture.  This  is  made  clear  by 
looking  at  the,  data  about  cash  benefit 


The  data  show  that  a 
significant  part  of  the  new 
immigrants  are  assimilating 
not  into  mainstream  America 
but  into  the  welfare  culture. 


programs  for  public  assistance:  Aid  to 
Families  with  Dependent  Children, 
Supplemental  Security  Income  and 
general  assistance.  (Data  about  im- 
migrants' participation  in  noncash 
welfare  programs,  such  as  food 
stamps  and  Medicaid,  are  not  avail- 
able in  the  censuses.) 

In  1970  immigrant  households 
were  less  likely  to  receive  welfare 
than  native  households.  But  by 
1990,  9.1%  of  newly  arrived  immi- 
grant households  received  welfare, 
compared  with  only  7.4%  of  native 
households.  These  trends  suggest 
that  the  overworked  melting  pot 


»J 


metaphor  is  no  longer  valid. 

According  to  the  census  data,  n< 
only  do  recent  immigrants  ava 
themselves  of  public  assistance  witTT^ 
a  higher  frequency  than  natives  bt 
they  are  more  clever  at  milking  tl 
system.  The  typical  native  housf 
hold  receives  roughly  $4,000 
cash  benefits  (in  1989  dollars 
while  the  average  immigrant  hous 
hold  receives  about  $5,400. 

You  can  be  certain  that  these  we 
fare  numbers  will  figure  prominen 
ly  in  the  forthcoming  congression' 
hearings  and  add  to  the  pressur 
for  restricting  immigration.  It  h.1f-r 
become  clear  that  access  to  welf; 
attracts  immigration  and  not  need 
sarily  the  kind  our  economy  need 
This  helps  explain  why  Propositic 
187  passed  so  handily  in  California « 
despite  vociferous  opposition 

Thoughtful  people  should  recop 
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nize  the  need  to  overhaul  our  we^tnij 
fare  system,  one  that  subsidizes  ari  Interna 
artificially  stimulates  the  flow  off  Mom 
new  underclass  to  the  U.S.  Thu  hange  I 
should  also  see  in  these  trends  cefftUune 
tain  foreign  policy  implications.  It 
very  much  in  our  national  interest  t!  t is  24  m 
encourage  free  market  economic  n 
forms  in  the  developing  countries  s 
that  fewer  desperate  people  will  uj 
root  themselves  because  they  caA 
not  prosper  or  even  survive  at  homi 
The  U.S.  should  encourap 
countries  to  establish  sound  moroflH 
via  use  of  currency  boards  and  kec 
up  the  pressure  to  liberalize  thei 
economies.  By  doing  so,  capital  W| .; 
flow  more  freely  to  less-developt 
countries.  With  a  freer  flow  of  bo 
labor  and  capital,  the  immigratio 
problem  would  cease  to  be  one.  9  I 
now  it  is  a  serious  problem  stimulate '  5 
by  our  welfare  system  and  ill-coi 
ceived  economic  policies  abroad, 
will  be  aggravated  by  the  fallout  fr< 
the  Mexican  peso  debacle. 
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MONEY  &  INVESTMENTS 


e  futures  market  is  predicting  yet  higher  interest 
es.  But  don't  look  for  the  rising  rates 
slow  the  economy  anytime  soon. 

Ln  efficient 
rystal  ball 


es  E.  Babin  is  managing  director  of  BRS 
in  al  Management,  Inc.,  an  investment 
igement  firm  in  Boston. 


DICTING  INTEREST  RATES  is  a  hum- 

g  business.  Fortunately,  there's  an 
:ctive  way  to  assess  the  interest 
outlook:  the  futures  market, 
reasury  bill  (91-day )  futures  corn- 
iced trading  in  January  1976  on 
nternational  Monetary  Market,  a 
ion  of  the  Chicago  Mercantile 
ange.  Contracts  are  traded  for 
ch,  June,  September  and  Decem- 
delivery  dates.  The  furthest  con- 
is  24  months  removed.  Quota- 


tions are  published  in  the  financial 
dailies,  so  the  figures  are  readily  avail- 
able to  all  investors. 

Futures  contracts  do  more  than 
memorialize  the  agreed  price  for  de- 
livery of  a  credit  instrument  with  91 
days  to  maturity  on  a  specified  date. 
They  can  also  be  harnessed  to  derive 
an  implicit  interest  rate  forecast  born 
of  the  collective  wisdom  of  market 
participants. 

While  futures  market  quotations 
don't  always  hit  the  bull's-eye,  there's 
reason  to  trust  in  the  market's  general 
forecasting  ability:  In  the  futures  mar- 
ket, opinion  is  backed  up  with  cash.  If 
you  bet  wrong,  you  lose  your  money, 
your  job  or  both.  This,  believe  me,  is 
an  effective  discipline. 

As  shown  in  the  table,  over  the  past 
decade  these  implicit  market  forecasts 
were  within  50  basis  points  or  so  of 
pinpointing  the  upcoming  year's  av- 
erage bill  rate.  These  projections  also 
correctly  signaled  which  way  interest 
rates  were  headed  every  year. 

By   comparison,    the    experts 
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Actual 
three-month 
T  bill  yield1 


Market2 


-Forecast  comparisons- 
Error  Experts3 


)4               4.3% 

U% 

[}3               3.0 

3.4 

)2                34 

38 

hi               54 

6.1 

1)0               7.5 

7.0 

8.1 
6.7 
5.8 
6.0 
7.5 


8.1 
6.2 
5.4 
6.9 
8.6 

Average  error: 


0.9% 

0.4 

0.4 

0.7 

0.5 

0.0 
0.5 
0.4 
0.9 


0.58 


3.4% 

3.5 

4.2 

6.3 

7.1 

7.8 
6.0 
5.4 
7.1 

8.6 


Error 


0.9% 

0.5 

0.8 

0.9 

0.4 

0.3 
0.7 
0.4 
1.1 
1.1 

0.71 
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Worried  about 
short-term  rates? 
T  bill  futures 
quotations  have 
proven  to  be  a  reli- 
able barometer 
of  interest  rate 
fluctuations. 
Today's  out- 
look? Expect  T  bill 
yields  to  pierce 
6%  by  midyear. 


ir-year  average.    'Derived  from  previous  year's  closing  futures  market 
3Blue  Chip  Economic  Indicators  consensus  estimate. 


tracked  by  a  survey  of  50  or  so  of  the 

nation's  top  economists)  produced  an 
inferior  overall  performance.  But 
even  if  the  track  records  were  identi- 
cal, the  implicit  forecasts  would  still 
enjoy  a  decided  advantage  over  econ- 
omists: These  projections  are  free. 

What  are  T  bill  futures  saying  for 
1995?  They  are  saying  that  the  up- 
trend in  rates  that  began  in  September 
1992  will  continue.  According  to  De- 
cember's closing  quotations,  the 
three -month  T  bill  yield  will  pierce  6% 
before  midyear — up  from  today's 
5.7% — and  average  better  than  6.5%. 

Will  higher  rates  trigger  an  eco- 
nomic slowdown,  perhaps  even  a  re- 
cession? Probably,  but  don't  expect  it 
anvtime  soon.  While  it  may  seem 
counterintuitive,  empirical  evidence 
indicates  that  rising  interest  rates  are 
symptomatic  of  expanding  econo- 
mies. So  if  history  is  a  guide,  the 
economic  news  should  remain  rea- 
sonably encouraging,  as  long  as  inter- 
est rates  move  up  the  path  suggested 
by  current  futures  market  pricing. 

This  is  not  to  argue  that  there  will 
be  no  damage  to  the  economy  from 
rising  interest  rates.  There  will  be.  But 
probably  not  in  1995.  It's  a  matter  of 
timing.  Typically,  the  negative  impact 
shows  up  once  rates  crest.  In  fact, 
every  peak  in  the  interest  rate  cycle 
since  1960  was  followed  by  a  reces- 
sion within  24  months.  And  the  fu- 
tures market  is  saying  that  we  have  not 
yet  reached  the  peak.  If  rates  top  out 
during  1995,  though,  look  for  the 
weakness  to  start  showing  up  in 
1996 — an  election  year. 

How  about  the  stock  market?  Since 
equity  markets  are  forward-looking, 
it's  entirely  possible  that  the  sluggish 
markets  of  1994  and  early  1995  are 
discounting  the  potential  for  reces- 
sion. When  the  actual  downturn  does 
occur,  the  stock  market  may  breathe  a 
sigh  of  relief  and  go  up.  That's  what 
happened  in  1982,  the  worst  calen- 
dar-year economy  in  postwar  history. 
On  the  heels  of  a  9.7%  decline  in 
1981,  the  s&P  500  stock  index  re- 
bounded nearly  15%. 

Although  the  futures  market  con- 
tinues to  signal  higher  rates  in  the 
months  ahead,  investors  should  be 
prepared  to  capitalize  on  any  down- 
draft.  The  financial  markets  could 
start  looking  beyond  the  next  eco- 
nomic downturn  to  recovery.         wm 
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MONEY  &  INVESTMENTS 


While  posted  college  costs  keep  rising  faster  than 
inflation,  more  schools  are  discounting  the  posted  price. 

Gutting  deals 


A.  Gary  Shilling  is  president  of 
A.  Gary  Shilling  &  Co.,  economic  consultants 
and  investment  advisers.  His  firm  publishes 
Insight,  a  monthly  newsletter  covering  the 
business  outlook  and  investment  strategy. 


Bill  Gates  never  finished  college. 
Neither  did  a  lot  of  other  successful 
young  entrepreneurs.  A  new  U.S. 
Trust  Corp.  survey  of  highly  success- 
ful entrepreneurs  reveals  that  only 
46%  got  college  sheepskins.  All  of 
these  are  among  the  wealthiest  1%  of 
Americans,  but  about  29%  never  went 
to  college  and  27%  didn't  finish. 

Americans  have  long  viewed  educa- 
tion as  a  passport  to  a  better  life,  and 
today  some  schools  tout  their  product 
as  the  route  to  a  better  paycheck.  That 
sales  pitch  is  wearing  a  bit  thin  in  the 
face  of  observed  reality.  The  reality  is 
that  the  demand  for  college  graduates 
is  dwindling  even  as  evidence  mounts 
that  many  successful  entrepreneurs 
are  often  diplomaless. 

My  firm  saw  this  coming  five  years 
ago  and  reported  that  future  college 
graduates  would  have  much  more 
trouble  finding  jobs  than  did  their 
immediate  predecessors.  Two  factors 
underlay  our  forecast.  Slower  eco- 
nomic growth  in  the  1990s  seemed 
likely,  as  Americans  switched  from 
borrowing  and  spending  to  saving 
and  debt  repayment,  as  the  1980s' 
overbuilding  of  real  estate  curtailed 
new  activity,  and  as  the  cold  war's  end 
precipitated  defense  spending  cuts. 
This  would  curtail  all  employment. 

The  second  factor  strikes  more  di- 
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rectly  at  the  demand  for  college  grad- 
uates. So  long  as  productivity  growth 
in  services  remained  low,  as  it  did  in 
the  1970s  and  1980s,  the  demand  for 
those  with  higher  education  re- 
mained robust.  But  now  that  the  pres- 
sures are  on  for  improved  productivi- 
ty in  businesses  like  banking  and  in- 
surance and  retailing,  companies  are 
working  hard  at  doing  the  same  work 
with  fewer  people.  Anticipating  this, 
we  predicted  a  chronic  surplus  of 
graduates  at  the  end  of  the  decade. 

The  Bureau  of  Labor  Statistics  now 
agrees.  It  says  that  of  the  18  million 
college  graduates  expected  to  join  the 
labor  force  in  the  1992-2005  period, 
only  14  million  will  get  jobs  that 
require  college  training.  The  others 
will  end  up  in  positions  for  which  they 
are  overqualified.  The  taxi-driving 
Ph.D.  is  here  to  stay. 

Gone  are  the  days  when  big  compa- 
nies eagerly  combed  the  campuses. 
Downsizing  Kodak  visits  26  schools, 
compared  with  100  a  decade  ago. 
AT&T  hires  half  as  many  graduates  as  it 
did  in  1990.  When  these  firms  do 
hire,  they  want  engineers,  not  liberal 


Those  who  are  smart  enough  to 
enough  to  understand  the  value 


arts  graduates. 

Does  this  mean  that  young  Ameri- 
cans will  stop  going  to  college?  No. 
For  those  without  a  college  degree, 
job-hunting  will  be  even  tougher. 
What  it  does  mean,  we  think,  is  that 
people  will  no  longer  be  willing  to  pay 
any  price  to  get  that  sheepskin.  Except 
at  the  most  prestigious  schools,  the 
college  degree  is  becoming  a  com- 
modity. Already  noticeable  is  a  trend 
toward  the  cheaper  state -supported 
schools  and  away  from  the  second- 
and  third-ranking  private  schools. 

Prestigious  colleges  can  still  raise 


tuition  at  will,  but  the  rest  have  h| 
brick  wall.  Many  private  schools 
discounting  their  services.   On 
record,  average  tuition  at  four-)| 
colleges  rose  6%  last  year,  twice 
CPI  increase.  Yet  some  instituti' 
are  so  aggressively  offering  schol 
ships   to   attract  qualified   studc 
that  they  keep  as  little  as   10% 
tuition  increases.  Even  as  they  rai 
their    posted    prices,    they    offe| 
more  and  more  discounts. 

Many  colleges  have  dropped  "nel 
blind"  admissions  policies  and  nl 
give  some  preference  to  studtl 
whose  families  can  pay  at  least  par  I 
the  tab.  Others  are  downsizing, 
stricting  tenure  offers  to  profess  J 
and  otherwise  cutting  costs. 

Don't  buy  the  popular  arguml 
that  the  squeeze  on  colleges  resf 
from  a  temporary  decline  in  coll  J 
enrollment  caused  by  earlier  low  bi] 
rates.  While  high  schools  are  now  gr 
uating  2.5  million  students  per  y 
down  from  3.1  million  a  decade  a| 
the  proportion  going  to  college 
risen  from  53%  to  63%  and  will  rerrl 
high.  Unless  you  are  an  entreprenel 
you  still  need  a  college  degree  to  g<| 
job.  But  the  degree  doesn't  guararl 
you  will  get  one.  It's  a  ticket  of  adnl 
sion  to  the  job  market  but  doe:[ 
guarantee  you  a  seat. 

Many  in  the  academic  world  thl 
that  the  pressure  on  their  prices   f 
evaporate  and  the  good  old  days 
return  in  several  years,  when  der| 
graphics  push  up  the  pool  of  new  hij 


get  into  college  are  smart 
of  a  college  education. 


school  grads.  I  disagree.  Americ 
who  are  smart  enough  to  get 
college  are  smart  enough  to  underst; 
the  economic  value  of  a  college  e 
tion.  If  I  am  right,  the  pressure 
discount  tuitions  will  continue,  e1 
with  the  revival  of  enrollments. 

Welcome,  at  last,  to  the  real  woi: 
all  you  academics.  For  a  decade  n 
the  business  world  has  struggled 
reduce  costs  and  produce  a  bet 
product  at  a  lower  price.  The  nc 
Princetons  and  non-Stanfords  amc 
our  private  colleges  will  have  to  do  i 
same.  Or  perish. 
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OWN  YOUR  OWN  RANCH 
THE  COLORADO  ROCKIES 


m 


provide  full  financing  and  buyer  protection.  If  you've  ever  dreamed  of  owning  your  own  piece  of 
Rockies,  now  is  the  time  to  act.  This  property  can  provide  you  with  a  perfect  base  for  vacations, 
;s-country  skiing,  hunting,  camping  and  a  host  of  other  outdoor  sports  and  family  fun.  For  more 
Irmation  without  obligation, 

Call  1-800-FORBES-5.    Outside  the  U.S.  (719)  379-3263. 
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Plug  in 


Last  year  was  the  worst  of  times  for 
cable  stocks,  which  were  down  an 
average  30%.  This  year  could  be  a  lot 
different,  according  to  Merrill  Lynch 
analyst  Jessica  Reif.  The  stocks,  she 
says,  "have  absolutely  hit  bottom." 

She  points  to  new  FCC  regulations 
issued  in  November.  As  of  Jan.  1, 
cable  operators  can  charge  an  addi- 
tional 20  cents  per  channel,  to  a  maxi- 
mum of  six  channels,  assuming  they 
have  the  capacity  to  do  so.  With  the 
average  monthly  cable  bill  $33  and 
operating  cash  flow  margins  45%,  that 
could  make  for  up  to  $15  of  operating 
cash  flow  per  subscriber  each  month. 
An  additional  $1.20  would  increase 
cash  flow  by  8%  per  annum.  Reif  also 
thinks  it's  likely  the  Republican  Con- 
gress will  ease  some  of  the  regulation 
that  straitj ackets  the  industry. 

She  also  notes  that  cable  stocks 
have  been  depressed  by  fears  about 
the  high  cost  of  getting  into  the  tele- 
phone business,  but  those  fears  may 
be  overblown.  "My  suspicion  is  that 
at  the  end  of  the  day  the  bidding  [in 
the  Personal  Communication  Ser- 
vices auctions]  will  be  reasonable  be- 
cause consortiums  have  been  formed. 
There  are  very  few  multiple  bidders." 
Once  the  auctions  are  over  she  ex- 
pects this  concern  to  subside  and  the 
stocks  to  go  up. 

Reif  doesn't  favor  smaller  operators 
who  she  thinks  lack  economies  of 
scale.  Best  bets:  TCI  (recent  price, 
213/4),  Time  Warner  (34)  and  Com- 
cast (14%).  "I  think  cable  prices  will 
more  than  recover,"  she  says.  "I  ex- 
pect them  to  exceed  their  old 
highs."  -Lisa  Gubernick 

WiU  they  thrive  in '95? 

To  get  some  ideas  for  readers  who 
may  be  looking  for  stocks  to  buy  early 
in  the  year,  Streetwalker  revisited  sev- 
eral of  the  sources  whose  recent  tips 
have  been  especially  fruitful. 

When  food  retailing  analyst  Gary 
M.  Giblen,  who  recently  jumped 
from  PaineWebber  to  Smith  Barney, 
first  recommended  Safeway  here 
(Mar.  15,  1993),  the  stock  was  at 
11%.  A  year  later,  after  the  stock  had 
more  than  doubled,  Giblen  said 
Safeway's  run  wasn't  over  (Mar.  14, 
1994).  The  stock's  since  up  30%;  re- 
cent NYSE  price,  30%. 
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American  Stores  supermarket  and  drugstore 
Son  of  Safeway? 


Giblen  still  likes  Safeway.  He  esti- 
mates it  will  earn  $2.35  a  share  in 
1995  and  $2.80  in  1996.  He  looks  for 
the  stock  to  reach  the  low  40s  over  the 
next  12  months,  around  33%  above 
current  levels. 

But  Safeway  isn't  Giblen's  favorite 
stock  for  1995.  It's  American  Stores 
Co.  (recent  NYSE  price,  261/s),  which 
he  calls  "son  of  Safeway." 

Salt  Lake  City- based  American 
Stores,  notes  Giblen,  has  a  leading 
share  of  the  supermarket  business  in 
Chicago,  where  its  stores  are  named 
Jewel,  Philadelphia  (Acme)  and  Cali- 
fornia (Lucky,).  "It's  a  lumbering  gi- 
ant like  Safeway  once  was,"  he  says. 
Following  in  Safeway's  footsteps,  in 
1994  the  company  started  cutting 
costs  and  reinvesting  in  store  remod- 
eling. Same-store  sales  recently  began 
to  improve. 

Another  plus,  says  Giblen:  After 
several  rough  years  the  drugstore  in- 
dustry's fundamentals  are  on  the 
mend.  This  should  help  American 
Stores'  big  Osco  drugstore  chain 
(named  Sav-on  in  southern  Califor- 
nia), which  accounts  for  about  33%  of 
operating  income. 

Giblen  estimates  American  Stores 
will  earn  $2.07  a  share,  up  15%,  in  the 
fiscal  year  ending  this  Jan.  31.  He 
projects  $2.35  and  $2.75  for  the  next 
two  years.  His  target  price  for  the 
stock  over  the  next  12  months  is  the 
mid-  to  high  30s. 

Another  Streetwalker  star  is  Jeffrey 
Kanne,  a  health  care  specialist  at  Chi- 
cago's Kanne,  Paris  &  Hoban.  In  the 
May  24,  1993  issue,  Kanne  recom- 
mended Cordis  and  $t.  Jude  Medical. 
Nine  months  later  Cordis  had  more 
than  doubled;  St.  Jude  was  off  12%. 
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I  Stick  with  both,  said  Kanne  (Feb.  2 
I  1994).  Since  then  they're  up  25%  an 
I  30%,  respectively. 

Kanne's    top    pick    for    1995 
|  Chiron,  the  Emeryville,  Calif. -base 
biotech  outfit.  Recent  o-t-c  price:  6'. 

Ciba-Geigy     just     completed 
tender  offer  for  1 1 .9  million  Chirc 
shares  at  $  1 1 7  per  share,  bringing  ti 
Swiss  drug  giant  up  to  half  of  Chiron 
roughly  40  million  shares. 

Chiron,  says  Kanne,  will  benei  '■ 
from  a  marketing,  manufacturing  an 
distribution  link  with  Ciba.  Ciba  h; 
agreed  to  invest  up  to  $300  million  i 
Chiron's  drug  R&D.  Plus  Ciba  w 
guarantee  $425  million  in  new  del 
for  Chiron. 

Kanne     estimates     that 
earned  $1.03  a  share  in   1994 
predicts  $1.95  this  year.  Though  t| 
stock's  not  cheap,  at  32  times  hi 
1995  projection,  Kanne  is  lookir 
ahead.  After  1995  he  expects  Chii 
on's  earnings  to  compound  at  close  I 
40%  per  annum.  Says  Kanne:  "The 
aren't  many  places  you'll  find  gro 
like  that." 

Health  care  analyst  Jonathan 
good  of  Alex.  Brown  &  Sons  reconfc 
mended  Stryker,  a  maker  of  orthopc 
die  surgical  products  (July  18,  1 
The  stock's  up  more  than  40%  in  jui 
six  months. 

What  does  Osgood  like  best 
year?    Abbott    Laboratories;    receri 
NYSE  price:  31%.  "In  an  iff)'  market.' ^ 
he  says,  "go  with  something  thati 
tried  and  true." 

Osgood  expects  Abbott's  earninj 
to  grow  12%  both  this  year  and  nex> 
and  to  accelerate  after  that  on 
strength  of  new  drugs  and  diagnostt 
products.  His  1995-96  estimates  an! 
$2.10  and  $2.35,  respectively 

Of  particular  note:  AxSym,  an  i 
munodiagnostic  analysis  instrumer 
introduced  worldwide  last  year.  O 
good  says  that  AxSym  sales  could 
$500  million  in  three  to  five  y 
Thanks  to  gatt,  under  which  Eurr 
pean  and  U.S.  patent  laws  are  bein 
made  more  consistent,  the  patent  c 
Hytrin,  an  Abbott  drug  for  hypertei 
sion  and  prostate  disease,  has  bee  I 
extended  for  an  extra  16  months- 
until  January  1997. 

Osgood  sees  Abbott  as  high  as  4 
over  the  next  year,  roughly  a  25%  g; 
from  recent  levels.  He  also  likes 
stock's  2.4%  dividend  vield. 
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painless  shines 

in  ie  stock  of  Pittsburgh-based  Alle- 

eny  Ludlum  Corp.  has  been  on  a 
15  ler  coaster.  The  nation's  leading 
m  )ducer  of  stainless  steel  began  1994 
si  mnd  25,  fell  to  17,  recovered  to  22 
:i  September,  then  slumped  again,  to 
xro  >und  19.  There  it  is  a  buy,  accord - 
it tli ;  to  Donaldson,  Lufkin  &  Jenrette 
iron  el  analyst  John  Tumazos. 

Last  year's  ten-week  strike  dropped 
at  94  earnings  to  26  cents  a  share, 
em  m  SI  .06  in  1993.  But  business  was 
Blpng  in  the  fourth  quarter,  and  a 
m  ently  instituted  5%  price  increase 
1  %  ms  to  be  sticking. 
:ci  Allegheny  Ludlum  projects  4%  to 
long-term  growth  for  worldwide 
hro  isumption  of  stainless  steel  prod- 
4: 1  :s.  According  to  Tumazos,  the 
i  tl  :omotive  industry  over  the  next 
ts  li  ;ade  will  consume  more  stainless 
okii  el  per  unit,  primarily  for  exhaust 
Chi  items.  In  China  the  company  is 
(ivci  rsuing  a  venture  to  give  it  greater 
The  fess  to  that  market.  Allegheny  is 
pj  ting  products  for  growth  sectors 

;  Hewlett-Packard  ink- jet  printer 
r,  0  tridges,  window  channels  and  cata- 
;coi  c  converters. 

hop  fumazos  expects  that  Allegheny's 
m  mings  will  rebound  to  as  much  as 
mi  ^45  a  share  this  year.  If  he's  right, 

:n  the  shares  are  selling  for  just  13.5 
gj  les  his  1995  estimate.  Tumazos 
igj  -diets  that  Allegheny  Ludlum's 
|M  ck  will  recover  to  25  over  the  next 


1 


mil 

310! 


months,  nearly  30%  above  its  cur- 
tt  levels. 


iwaiti  losers 

filings  show  that  the  Kuwait  In- 
tment  Authority  has  sizable  inter- 
s  in  two  Big  Board-listed  closed- 
1  country  funds:  a  nearly  13%  stake 
the  Turkish  Investment  Fund  and 
ff  (  almost  8%  stake  in  the  roc  Taiwan 
id.  Recent  prices:  6  and  11%, 
?ectively. 

Both  had  a  lousy  1994:  Turkish  lost 
f  its  market  value.  Taiwan  lost 
>ut  10%.  Inexplicably,  the  Turkish 
d  now  trades  at  a  32%  premium  to 

asset  value.  Taiwan  is  at  a  10% 
count.  Neither  looks  like  a  big 
gain  in  a  market  where  other  quali- 

ountry  closed-ends  like  the  India 
nd  and  Thai  Fund  trade  at  dis- 


.',    ints  of  20%  or  more. 


-Richard  Phalon 
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Catalog  Marketing  Quiz  #101: 

Q:  Where  can  you  reach  a  professional  audience 
looking  for  the  finest  in  fashion,  sports,  travel,  food, 
wine,  jewelry...? 


A:  THE  CATALOG  CONNECTION  in  FORBES  FYI,  the 
service-oriented  supplement  sent  to  735,000 
FORBES  subscribers. 


For  More 
Details:  Call 

Linda  Loren 
(212)620-2440 
Or  Fax: 
(212)620-2472 


zZA<""rZr*t 


"Know  the  difference. 
Hang  up  on  fraud." 


Dishonest  telemarketers  cheat  American 
consumers  out  of  billions  of  dollars  a  year. 

These  swindlers  often  promise  "guaranteed 
prizes"  or  the  deal  of  a  lifetime  i/you  send 
cash,  checks  or  provide  your  credit  card  num- 
bers right  away.  Don't  do  it!  Instead,  ask  lots  of 
questions  and  report  telemarketing  fraud  to 
the  National  Fraud  Information  Center: 

1-800-876-7060 

Remember,  the  next  time  you  get  a  phone 
call  that  sounds  "too  good  to  be  true"  —  it 
probably  is. 

For  a  free  consumer  guide  on  telemarketing  fraud, 
call  1-800-999-5136. 

©  1994  MasterCard  International  Incorporated 


NATIONAL 

FRAUD 


MasterCard 


A  message  from  the 
National  Fraud 
Information  Center,  a 
project  of  the  National 
Consumers  League, 
and  MasterCard 
International 
Incorporated. 


For  Your  Next  Meeting,  Aim  a  Little  Higher. 


Deep  in  the  Southern  Rockies  lie  two  hundred  and  fifty  spectacular  square  miles 

known  as  Forbes  Trinchera.  Its  tallest  peak  reaches  14,345  feet  into  the  Colorado  sky,  and  its 

mountains  sweep  down  into  valleys  as  green  and  fertile  as  a  Kentucky  meadow. 

This  historic  tract  of  land  was  bought  by  publisher  Malcolm  S.  Forbes  in  1969  as 

a  natural  escape  to  a  place  far  from  Wall  Street  and  corporate  stress.  It  is  this  aspect  of  this 

wonderful  land  that  the  Forbes  family  have  decided  to  share  with  like-minded  colleagues. 

The  buildings  of  Forbes  Trinchera  have  been  remodeled  to  provide  superb 
accommodation,  but  it  is  still,  essentially,  a  ranch. 

Whilst  there,  you  can  ride  the  land  on  horseback,  or  on  trail-bike.  You  can  fly-fish  on  its  miles 

of  streams,  or  hike  its  thousands  of  trails.  You  will  have  special  rights  at  a  nearby 

golf  and  swimming  club,  or  you  can  shoot  skeet  until  every  clay  looks  as  big  as  a  house. 

And,  when  there's  work  to  be  done,  our  main  conference  room  can  seat  up  to  sixty. 

However  you  choose  to  use  it,  Forbes  Trinchera  will  provide  a  lookout  point  from  which  to  view 
the  world.  Two  hundred  and  fifty  square  miles.  Fifty  staff.  Mountains.  Valleys.  Lakes.  Streams. 

Call  1-800-FORBES-5,  and  allow  us  to  tell  you  more. 
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Forbes  Trinchera  Ranch 

A  Forbes  Executive  Retreat 
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EDITED  BY  DERO  A.  SAUNDERS 


le  more  things  change. . ." 
)  years  ago  in  Forbes 

»m  the  issue  of  Feb  1,  1925) 


has  been  happening  in  the  zipper 
field.  Colored  zippers  are  now  on  the 
market." 


"Forbes  Family"  celebrates  the  start  of  its  ninth  year  of  publication. 


apital  can  no  longer  hire  the 
iniest  managers  without  offering 
m,  in  addition  to  a  substantial 
iry,  a  share  in  the  profits  earned, 
idrew]  Carnegie  was  among  the 
t,  if  not  the  first,  to  introduce  this 
cem  of  rewarding  leading  execu- 
:s  according  to  the  financial  results 
y  achieved  each  year." 

onstruction  will  be  started  soon 
i  the  second-largest  hydroelectric 
lerating  plant  in  America  to  supply 
ver  for  the  contemplated  electrifi- 
ion  of  the  Pennsylvania  Railroad 
tern  between  Manhattan  Transfer 
J  Washington,  D.C." 

)  years  ago 

om  the  issue  of  Feb.  1, 1935) 
ist  a  few  weeks  ago  we  learned 
t  'zippers' — slide  fasteners — may 
»n  be  made  in  a  new  way.  Namely, 
die  casting.  .  .  .  Meanwhile,  it  ap- 
js,  something  even  more  snappy 


"Re-employment  in  the  service  in- 
dustries, chief  of  which  are  transpor- 
tation, communications,  and  whole- 
sale and  retail  trade,  must  await  the 
purchasing  power  that  can  come  only 
as  the  millions  unemployed  in  the 
durable-goods  industries  are  put  back 
to  work.  Unemployment  is  centered, 
and  recovery  must  be  achieved,  on 
this  front." 


50 


years  ago 


ticago  &  North  Western's  "400"  in 

US: 400  miles  to  St.  Paul  in  400  minutes. 


(From  the  issue  of  Feb  1,  1945) 
"Three  years  after  the  shooting  stops 
there  will  be  300,000  civilians  leaving 
the  highways  for  the  skyways — in  their 
own  planes.  That's  the  prediction  of 
Civil  Aeronautics  Administrator 
Charles  I.  Stanton,  and  it  closely  ap- 
proximates a  special  survey  of  buying 
intentions  in  nine  large  cities.  .  .  ." 

"Rooftop  ice  formations,  often 
leading  to  the  menace  of  falling  ici- 
cles, can  now  be  prevented.  The  trick 
is  done  by  means  of  flexible  heating 
cable,  installed  on  the  roof,  gutters 
and  through  the  downspout." 

25  years  ago 

(From  the  issue  of  Feb  1,  1970) 
"Pollution  is  just  becoming  a  national 
political  issue,  but  it  is  far  beyond  that 
stage  in  smog-weary  California.  Gover- 
nor Ronald  Reagan,  up  for  reelection 
this  year,  announced  last  month  an 
immediate  conversion  of  175  state- 
owned  vehicles  to  natural  gas." 

"The  Nixon  Administration  is  mak- 
ing little  headway  in  dealing  with  the 
persistent  lag  in  U.S.  exports.  In  fact, 


there  is  little  it  can  do.  Until  recently, 
the  U.S.  enjoyed  a  fat  export  surplus 
of  some  $4  billion  to  $5  billion  annu- 
ally. No  longer.  A  cushion  of  only 
about  $  1  billion  was  all  there  was  last 
year  and  all  that  is  likely  in  the  imme- 
diate future." 

"  'Diamonds,'  says  Lorelei  Lee  in 
Anita  Loos'  novel,  Gentlemen  Prefer 
Blondes,  'are  a  girl's  best  friend.'  May- 
be yes  and  maybe  no.  They  certainly 
are  loyal  friends.  They'll  still  be  worth 
money  when  furs  and  Cadillacs  wear 
out.  Unlike,  say,  stock  certificates,  it  is 
safe  to  'put  diamonds  away  and  forget 
about  them.'  " 


Unlike  stocks  or 
bonds,  said 
Forbes  in  1970, 
diamonds  are  a 
girl's  most  loyal 
and  dependable 
form  of  wealth. 


10  years  ago 

(From  the  issue  of  Jan.  28, 1985 ) 
"European  cars  led  the  hit  parade  for 
rip-offs  last  year,  according  to  the 
Insurance  Institute  for  Highway  Safe- 
ty. ..  .  Leader  was  the  1984  Volks- 
wagen Rabbit  convertible,  with  a 
theft  rate  15  times  the  average.  .  .  . 
The  rest  of  the  top  eight  included 
three  other  vws,  two  Saab  models, 
one  Mercedes  and  one  BMW."  Toy- 
ota's Cressida  ranked  ninth.  Tenth 
was  the  lone  U.S.  entry,  the  four-door 
Cadillac  Brougham." 

"Sensormatic  Electronics,  which 
sells  antishoplifting  devices,  went 
from  $24  a  share  last  year  to  a  recent 
$7.  Merry-Go-Round,  which  sells 
clothing  favored  by  free-spending 
teenyboppers  .  .  .  traded  at  22  a  year 
ago.  It  recently  sold  at  12.  .  .  .  The 
sorry  performance  of  many  'small 
growth  stocks'  Forbes  has  tracked  is 
sorrier  still  compared  with  any  of  the 
broad  market  averages  over  the  past 
five  years."  Hi 
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ihuuuhis  un  int  Buswtss  ur  urt 


Lord  Northcliffe  [British 
press  magnate]  once  told 
me  that  he  had  discovered 
in  America  a  tendency  to 
install  and  worship  "system" 
to  such  an  extent  that  so 
much  time  was  spent  on  "sys- 
tem" that  little  time  was 
left  for  rounding  up  busi- 
ness to  keep  the  "system  " 
going.  Is  it  not  so  with 
"conferences"?  Isn't  the 
legitimate  purpose  of 
conferences  being  lost 
sight  of?  Just  how  far 
should  businessmen  go  in 
spending  hours  in  confer- 
ences with  their  colleagues 
and  shut  out,  meanwhile, 
all  communication  with 
those  from  whom  they  derive 
their  business?  Executives 
cannot  make  a  business  pay 
by  taking  in  one  another's 
washing. 

-B.C.  Forbes 


A  Text.  .  . 

Come  now,  and  let  us 
reason  together,  saith 
the  Lord:  though  your 
sins  be  as  scarlet,  they 
shall  be  as  white  as  snow; 
though  they  be  red  like 
crimson,  they  shall  be 
as  wool. 
-Isaiah  1:18 


Sent  in  by  Clarissa  W.  Deady, 

Oswego,  N.Y. 

What's  your  favorite  text? 

The  Forbes  Scrapbook 

of  Thoughts  on  the  Business 

of  Life  is  presented  to  senders 

of  texts  used. 


Men  who  are  occupied 
in  the  restoration  of 
health  to  other  men,  by 
the  joint  exertion  of 
skill  and  humanity, 
are  above  all  the  great 
of  the  earth.  They  even 
partake  of  divinity,  since 
to  preserve  and  renew  is 
almost  as  noble  as  to  create. 
-Voltaire 

A  good  laugh  and  a  long 
sleep  are  the  best  cures 
in  the  doctor's  book. 
-Irish  proverb 

All  interest  in  disease 
and  death  is  only  another 
expression  of  interest 
in  life. 
-Thomas  Mann 

I  am  dying  with  the  help  of 
too  many  physicians. 
-Alexander  the  Great 
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The  desire  to  take  medicine 
is  perhaps  the  greatest 
feature  that  distinguishes 
men  from  animals. 

-Sir  William  Osler 

By  medicine  life  may  be 
prolonged,  yet  death  will 
seize  the  doctor  too. 

-Shakespeare 

You  medical  people  will  have 
more  lives  to  answer  for  in 
the  other  world  than  even 
we  generals. 

-Napoleon 


More  than  9,000  "Thoughts,"  indexed  by  author  and 
subject,  are  available  in  a  three-volume  boxed  set  at 
$69.50  ($27.50  per  volume  if  purchased  separate- 
ly). Also  available,  a  one-volume  edition  of  over 
3,000  "Thoughts."  Price:  $27.50.  Send  check  and 
order  to  Forbes  Books,  P.O.  Box  11234,  Des  Moines, 
IA  50340.  Add  sales  tax  on  orders  in  New  York  State 
and  other  states  where  applicable.  For  faster  service 
call  1-800-234-4553  and  charge  to  your  credit  card. 


The  dignity  of  a  physician 
requires  that  he  should  look 
healthy,  and  as  plump  as 
nature  intended  him  to  be; 
for  the  common  crowd  consider 
those  who  are  not  of  this 
excellent  bodily  condition 
to  be  unable  to  take  care 
of  themselves. 
-Hippocrates 

There  is  no  better  surgeon 
than  one  with  many  scars. 
-Spanish  proverb 

Medicine  being  a  compendium 
of  the  successive  and  contra- 
dictory mistakes  of  medical 
practitioners,  when  we  summon 
the  wisest  of  them  to  our 
aid,  the  chances  are  that  we 
may  be  relying  on  a  scien- 
tific truth  the  error  of 
which  will  be  recognized  in 
a  few  years'  time. 
-Marcel  Proust 

Medicine  is  the  only  pro- 
fession that  labors 
incessantly  to  destroy  the 
reason  for  its  existence. 
-James  Bryce 

The  whole  imposing  edifice 
of  modern  medicine  is  like 
the  celebrated  Tower  of 
Pisa — slightly  off  balance. 
-Charles,  Prince  of  Wales 

We  have  to  ask  ourselves 
whether  medicine  is  to 
remain  a  humanitarian  and 
respecte'd  profession  or 
a  new  but  depersonalized 
science  in  the  service  of 
prolonging  life  rather  than 
diminishing  suffering. 
-Elizabeth  Kubler-Ross 

As  long  as  men  are  liable 
to  die  and  are  desirous  to 
live,  a  physician  will  be 
made  fun  of,  but  he  will 
be  well  paid. 
-La  Bruyere 

Forbes  ■  January  30,  19 
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Id  buy  a  bond  fund  now 


sbruary      /3 


February'  13,  1995 


$4.00  (Canada  $4.50) 


The  end  of 
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Not  Only  Absence  Makes  The  Heart  Crow  Fonder. 

Sometimes  all  it  takes  is  a  little  something  sublimely  delicious  and  rapturously  wrapped 
to  bring  out  the  passion  in  a  certain  someone's  soul.  Stop  in  or  call  1-800-9-CODIVA. 

GODIVA 

Chocolatier 


_ 
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]nly  a  car  this  quiet  could 
make  so  much  noise. 

the  automotive  press  cant  stop  talking  about  the  new  Maxima.  •  Take  Motor  Trend, 

imple,  who  after  their  first  road  test  concluded,  "Were  impressed  that  the  Maxima  offers 

\omfort  and  quiet  once  reserved  for  luxury-channel  cars?  •    They  went  on  to  add,  "This 

m  ranks  among  the  best  values  in  a  luxo/performance  sedan.  Acura,  BMW  and  the  rest 

now  be  concerned."  •  The  Maxima  made  such  an  impression  on  them,  they  named  it 

Motor  Trend  Import  Car  of  the  Year.    •  No  small  feat  when  you  consider  that  the  field 

d  contenders  from  Porsche,  BMW  and  Lexus.    •  But  the  Maxima  beat  all  of  them. 

nks  in  part  to  a  potent  V6  engine  that  blasts  from  0-60  in  a  mere  6.6  seconds?  Yet,  this 

e  engine  delivers  the  fuel  economy  of  a  miserly  4-cylinder  compact**  •  As  for  handling, 

Maxima  can  easily  outmaneuver  many  expensive  European  sedans  costing  twice 


luch.  •  And  speaking  of  cost,  the  Maxima  has  a  starting  price  of  under  $20, 00  Of  Which, 
:h  to  the  chagrin  of  our  competitors,  isn't  something  we're  going  to  keep  quiet  about, 
b  learn  more,  call  1-800-335-7381.  Or  visit  your  nearest  Nissan  Dealer  for  a  test  drive. 

ie  New  Maxima.  Motor  Trends  1995  Import  Car  of  the  Year. 


□mzzi 

It's  time  to  expect  more  from  a  car 

Motor  Corporation  U.S.A.  Smart  people  always  read  the  fine  print.  And  they  always  wear  their  seal  belts.  *Motor  Trend,  June  1994  **1995  EPA  fuel  economy 
mes  22  miles  per  galbm  rity/27  miles  per  galhm  highway  with  5-speed.  Use  these  estimates  for  comparison  only.  Actual  mileage  may  vary  with  driving  conditions. 
Miileage  comparison  versus  Subaru  Legacy  AWD  5-speed.  f Manufacturer's  Suggested  Retail  Price  for  1995  Maxima  GXE  excluding  taxes,  title,  license, 


The  End  Of  Arrogance  121 

By  Peter  Brimelow  and  Leslie  Spencer 
Parents  don't  like  the  public  schools 
and  the  Republicans  won  in  Novem- 
ber. All  this  could  spell  the  end 
of  the  left-leaning  National  Educa- 
tion Association's  monopoly  power. 

The  Case  For  Bond  Funds  128 

By  Mary  Beth  Groverand  Jason  Zweig 
Bonds  are  cheap  and  stocks  still  a  bit 
expensive.  Here's  a  shopping  guide 
for  bond  mutual  funds. 

Vanguard's  Bond  Man  130 

By  Mary  Beth  Grover  and  Jason  Zweig 

How  Ian  MacKinnon  squeezes  out 

a  few  extra  basis  points. 

Mutual  Fund  Ratings 

Best  Buys  134 

Stock  Fund  Table  136 

Taxable  Bond  Fund  Table  152 

Municipal  Bond  Fund  Table  158 


MANAGEMENT/CORPORATE  STRATEGIES 


Ford  Motor  42 

By  Jerry  Flint 

Don't  snicker  when  we  report  that 
Ford  is  determined  to  be  bigger 
worldwide  than  GM. 

Meijer  55 

By  Zina  Moukheiber 

Sam  Walton  flopped  with  his  hyper- 
markets. What  does  old  Frederik 
Meijer  know  that  Sam  didn't? 


Alberto-Culver 

By  Amy  Feldman 

What  do  you  do  when  you're 
a  shrinking  David  in  a  world 
of  Goliaths? 

Bell  Sports  66 

By  Zina  Moukheiber 

Terrv  Lee  wanted  to  run  his  own 
show.  The  experience  was  a  bit 
more  than  he  had  reckoned  on. 

Starting  Your  Own  Business: 
Collegiate  Health  Care  72 

By  Suzanne  Oliver 

Brett  Prager  turned  a  business 
school  course  and  a  men's  room 
interview  into  an  enterprise. 

Up  &  Comers:  Rural  Metro  74 

By  Nina  Munk 

A  chain  of  ambulance  services  runs 
huge  bad  debt  losses.  But  it  can  be 
profitable  in  the  right  hands. 

Pet  Superstores  78 

By  Christie  Brown 

Americans  spend  $17  billion  a  year 
on  pets.  And  they  do  a  big  part  of  that 
spending  in  the  biggest  stores. 

Allstate  103 

By  Marcia  Berss 

Allstate  Insurance  caught  market- 
share  fever.  After  a  painful  bout  and 
a  painful  cure,  it's  healthy  again. 


Stone  Container 

By  Matthew  Schifrin 

Roger  Stone's  optimism  built  his 
family  company  into  a  giant — 
and  then  almost  wrecked  it. 


USAfrica 

By  Howard  Banks 

This  tiny  new  international  airline 
bucks  tremendous  odds.  But  then,i 
who  would  have  given  USAfrica  a 
chance  to  get  off  the  ground? 
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Canandaigua  Wine 

By  Randall  Lane 

It's  a  company,  not  a  brand,  but  it r 
army  of  cheap  labels  is  giving  the 
Gallos  a  run  for  their  money. 


Faces  Behind  The  Figures 

Conrad  Kalitta,  American  '    xrna 
tional  Airways;  Phillip  Hester,  IBS.1 
William  Allen,  Veco. 
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Maquiladoras 

By  Christopher  Palmeri 

Peso  devaluations  are  good  news  t 
Jaime  Bermudez,  furnisher  of  labc  B 
near  the  Mexican  border. 
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First  Pacific's  Pearls 

By  Andrew  Tanzer 

Overseas  Chinese  business  people 
tend  to  keep  power  within  the  farri 
The  Liem  family  of  Indonesia  are  ; 
happy  exception. 
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one  Container  will  be 
i)10  billion  company  by  1998 
I  make  $1  billion  in  net  profit." 
110 


xing  Matters: 

e  Impossible  Reform  46 

aura  Saunders 

dexing  prices  of  capital  assets 

ikes  sense.  Implementing  an  index- 

r,  law  could  be  a  nightmare. 


.;.„,  ie  Forbes  Index 
,.  ie  Forbes/Barra 
.  ill  Street  Review 
vidends  Review 


38 

209 
210 

226 


reetwalker 

nerican  International  Group; 
nerica  West  Airlines;  regional 
nks;  First  Bank  System;  Sensor- 
ltic  Electronics;  update. 


W  &  ISSUES 


bor  Law  47 

anet  Ncvack 

s  reform  time  at  the  Senate  com- 

ttee  Teddy  Kennedy  used  to  run. 

Irn  While  You  Serve  58 

Graha~  B.",' 

chard  Bertoli  is  in  prison,  but  that 

sn't  stopped  this  master  swindler. 


►ectrum  Scams 

Fleming  Meeks 
ang  up,  Mom! 


166 


n  The  Docket:  Foundations       172 

Brigid  McMenamin 

Dn't  let  v\  hat  happened  to  Henry 

>rd's  money  happen  to  yours. 
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The  United  Nations  Bash  176 

By  Joshua  Levine 

A  tough  sell,  what  with  all  those 
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When  others  were  spendi 

You  were  investing 
When  others  got  promoted 

You  did  the  promoting 
When  others  were  playing  catch-up 

You  were  ahead  of  the  game 

Now 
Has  your  homeowners  insurance 

kept  pace  with  your  lifestyle? 


RESTIGE      HOMEOWNERS   INSURANCE.   DESIGNED   FOR   ACHIEVERS. 
>r  more  information,  contact  an  independent  insurance  agent  representing  Fireman's  Fund. 

61 995.  Fireman  s  Fund  Insurance  Co..  Novate  CA 
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Who<d  think  millions  of  people  would 
:ome  to  a  town  like  ours  just  to  shop. 


It's  easier  than  going  down  to  the  mall.  Instead  of  fighting 
.  traffic  and  the  crowds,  and  trekking  from  store  to  store 
to  find  what  you  want,  you  can  shop  in  friendly  Dodgeville, 
Wisconsin  -  through  the  Lands'  End  catalog. 

Oh,  we  may  lack  the  piped-in  music  and  the  fast-food  places 
you  find  at  the  mall.  But  browsing  through  our  catalog  has  its 
own  satisfactions. 

There's  tons  to  choose  from.  From  khaki  pants  to  cashmere 
sweaters,  buttondown  shirts  to  weekend  luggage.  All  of  a  quality 
you  don't  find  most  places  anymore.  And  all  of  it,  priced  fairly. 

You  have  our  "store"  to  yourself.  You  can  browse  in  your 
own  good  time.  And  when  you  find  what  you  like,  simply  pick  up 
a  phone  and  call  us.  Even  at  3  a.m.,  if  you  want. 

Your  order  will  be  filled  in  one  day,  and  delivered  almost  any- 
where just  two  business  days  later.  And  if  you  don't  like  what  you 
ordered,  simply  return  it  If s -"Guaranteed.  Period 

Does  this  sound  like  no  shopping 
you've  ever  done  before?  Maybe  you 
should  pay  our  catalog  a  visit. 

.Period: 


Guarani 

/   If  you'd  like  a  free  catalog,  call  us  any  time, 

24  hours  a  day,  at  1-800-356-4444  (in  Canada, too). 


Name. 


Address . 


Apt. 


City. 


State. 


Zip. 


( 


) 


Phone 

Mail  to:  1  Lands'  End  Lane,  Dodgeville,  WI  53595 


Day/Night  {circle  one) 
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The  NEA  is  edgy 

A  public:  school  teacher  in  a  small  town  in  upstate  New  Yo 
sent  us  a  union  newspaper,  whose  front  page  is  reprodueed  here.  Sli 
was  boiling.  The  local  teachers  union — to  which  she  must  by  la 
belong — had  tried  to  pressure  her  into  ringing  doorbells  on  behalf 
presidential  candidate  Bill  Clinton.  This  was  the  last  straw.  Now  tlr 
union  was  using  its  tax-exempt  resources  to  campaign  for  tit 
reelection  of  Democrat  Mario  Cuomo  as  governor. 

This  symbiosis  between  teachers  unions  and  the  Democratic  Par 
has  a  long  history.  In  1961  President  John  Kennedy  issued  : 
executive  order  permitting  unions  to  bargain  collectively  on  behi 
of  federal  employees.  Most  states  followed,  bringing  schoolteachc 
into  the  picture.  There  was 
no  debate.  Kennedy  was 
just  redeeming  an  iou. 

Little  did  JFK  realize — 
little  did  anyone  realize  at 
the  time,  such  are  the  un- 
foreseeable consequences 
of  political  actions — that  he 
was  loosing  forces  that 
would  contribute  impor- 
tantly to  the  decline  of  pub- 
lic education  in  the  U.S. 
Thenceforth  the  National 
Education  Association  was 
to  transform  itself  from  a 
rather  benign  organization 
into  a  legalized  monopoly 
that  is  everywhere  forcing 
up  property  taxes  and 
indoctrinating  American 
children  with  some  very 
nonmainstream  views. 

The  good  news  is  the  nea  may  be  about  to  be  humbled. 
"■Comeuppance"  Peter  Brimelow  and  Leslie  Spencer  explain.  Trl 
list  steps  Congress  could  take  to  tame  this  monster. 

With  the  spotlight  finally  thrust  on  it,  the  nea  has  gotten  jump 
William  Heuslein,  who  helped  report  "Comeuppance,"  recour 
"I  contacted  the  NEA  about  obtaining  a  photocopy  of  a  documc 
filed  with  the  Internal  Revenue  Service.  Very  basic  financial  inform 
tion,  stuff  that  by  law  tax-exempt  organizations  must  make  availa 
for  inspection.  Most  organizations  gladly  send  out  a  photocopy.  l 
NEA  refused.  So  I  shuttled  to  Washington  where  the  NEA's  commu 
cations  director  took  me  to  a  windowless  room.  For  well  over  ti 
hours  I  read  through  the  Form  990  and  took  handwritten  no 
while  an  NEA  staffer  sat  watching  me." 

Pretty  childish.  The  NEA's  like  a  kid  used  to  having  his  own  v 
who  throws  a  tantrum  when  someone  criticizes  him.  See  page  ll 
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Some  Of 

TheWorldsMost 

Important  Meetings 

Don't  OpenWith 
A  Handshake. 


You  cross  time  zones  and  territories,  boundaries 
and  borderlines,  oceans,  countries  and  continents. 
And  you  do  it  all  in  the  name  of  business.  Of  course, 
with  a  flight  taking  off  every  17  seconds  of  every  day 
to  over  300  cities  in  32  countries,  Delta  Air  Lines 
can  fly  you  to  the  farthest  corners  of  the  business 
world.  But  when  the  job  is  done,  we  can  also  bring 
you  back  to  a  place  where  the  really  important  meet- 
ings happen.  To  a  place  where  facts  and  figures  are 
replaced  with  hugs  and  laughter.  Join  us  on  your  next 
business  trip.  We  think  you'll  love  the  way  we  fly. 


U, 


ADELTAAIRLINES 

-You'll  Love  The  Way  We  Fly^- 


1  on  cities  served  by  Delta  and  Delta  Conncctioa1  Delta  Connection  flights  operate  with  Delta  flight  numbers  3000-5999  and  7000-7999.  <B  1994  Delta  Air  Lines,  Inc. 


A  promise  to  stand  behind  your  story  even  when  the  going  gets  tough. 


> 


A  promise  to  make  your  health  insurance  an  asset  instead  or  an  issue. 


A  promise  you'll  retire  with  more  than  a  scraphook  or  hylines. 


Nothing  binds  us  one  to  the  other  like  a  promise  kept.  For  more  than  140  years,  we've  heen 
helping  people  keep  their  promises  by  ensuring  we  have  the  financial  strength  to  keep  ours.  That's 
why  families  ana  businesses  rely  on  us  to  insure  their  lives,  their  health  and  their  Iinancial  future. 

Lite  &  Disability  Insurance  ■»  Annuities  *  Group  Life  (i  Health  Insurance  *  Pension  &  Retirement  Products  *  Investment  Management 

aw 


%  1 994  Massachusetts  Mutual  Life  insurance  Co  .  Springfield,  MA  01 1 1 1 


MassMutual" 

We  help  you  keep  your  promises.® 
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Still  blooming 

When  last  we  left  Michael  Bloom- 
berg, the  former  Salomon  Brothers 
trader  was  fast  becoming  a  major 
irritant  to  bigger  rivals  like  Dow  Jones 
and  Reuters.  Bloomberg's  firm  pro- 
vides masses  of  user-friendly  financial 
data  and  news  to  securities  traders 
and  other  customers  (Nov.  25,  1991). 

Brash  and  entrepreneurial, 
Bloomberg,  52,  has  since  diversified 
to  become  a  certified  multimedia 
mogul.  Revenues  have  more  than 
doubled  since  1991,  to  an  estimat- 
ed $520  million  last  year.  More  signif- 
icantly, his  solidly  profitable  55-bu- 
reau,  2,000-employee  conglomerate 
now  spans  the  globe  in  virtually  ev- 
ery type  of  media. 

Bloomberg  Business  News  is  syn- 
dicated to  35  radio  and  188  TV  sta- 
tions nationwide  and  hosts  the 
Charlie  Rose  show.  Bloomberg  Person- 
al, a  monthly  financial  magazine 
supplement  inserted  in  15  metro  dai- 
lies across  the  country,  reaches  5.3 
million  homes.  Meanwhile,  the  core 
business  of  leasing  terminals  has 
more  than  tripled,  to  45,000  screens. 
They  now  include  features  such  as 
video  presentations  by  analysts  and 
home  shopping. 

Strategic  expansion — or  ego- 
driven,  undisciplined  overexpansion? 
We're  betting  it's  the  former. 
Bloomberg's  plan  is  on  course  to  en- 
ter as  many  markets  with  as  many 
products  as  possible  while  controlling 
content  and  distribution.  What's 
more,  he  can  afford  a  few  missteps, 
since  his  terminals  throw  off 


Alien  force  hurts  tabloids 

Warily  eyeing  last  spring's 
$17.50-per-share  buyout  bid  from 
management  and  venture  partners, 
other  Enquirer/Star  Group  share- 
Hot  sellers 
Alas,  OJ.'s  saga 
won't  last  forever.  I^MBM^Si 
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Multimedia  mogul  Michael  Bloomberg 
Entering  as  many  markets  as  possible 


enough  cash  to  underwrite  new  ve 
tures  and  cover  interest  payments. 

So  is  it  time  for  Bloomberg  to 
relinquish  control?  Not  yet.  "Am  1 
going  to  guarantee  we'll  never  do  a 
IPO?  No,"  says  Bloomberg,  whose 
nearly  70%  stake  looks  to  be  worth 
roughly  $1.3  billion,  based  on  Reu 
ters'  revenue  and  earnings  multiples 
"If  I  had  to  guess  what  will  happen 
will  do  a  private  equity  deal  in  the 
next  year  or  so,  but  not  a  public  dea 

Merrill  Lynch,  whose  1984  in- 
vestment of  $30  million  for  30%  oi 
the  company  now  looks  worth  clos 
to  $600  million,  isn't  chafing,  eithi 
Says  Merrill  Executive  Vice  Presi- 
dent and  Bloomberg  board  membc 
Edward  Goldberg:  "If  Mike  can 
continue  to  increase  [the  company 
value,  we  are  very  happy." 

-Stephen  S.  Johnsc 


holders  responded  with  lawsuits 
and  shrill,  tabloid  cries  of  "LOW- 
BALL!"  Forbes  said  investors 
would  do  well  to  accept  the  bid  or 
prepared  to  stick  around  for  the 
long  haul  (July  4,  1994). 

A  long  haul  it  has  been.  Instead  ( 
forcing  a  higher  bid  as  they'd  hope* 
shareholders  have  watched  in  dis- 
may as  the  stock  skidded  to  7lA,  aftei 
taxable  $7  special  dividend. 

Things  would  be  worse  without 
O.J.  Simpson,  whose  plight  the  tab 
have  milked  with  shameless  hype. 
Sample:  "Nicole  &  Her  Lovers:  Th 
men  who  sent  O.J.  into  a  rage." 
Star  and  Enquirer sales  are  up  15%  I 

Forbes  ■  February  13,  19S 
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It  used  to  take  14  hours  for  Landis& 
Gyr  engineers  in  Chicago  to  meet 
with  colleagues  in 
Zug,  Switzerland. 

Today,  thanks  to  a 
real  solution  from 
Sprint  Business,  they 
spend  those  hours 
working  together. 
Meeting  face-to-face 
via  the  world's  largest  videoconfer- 
encing  network  —    Sprint  Video? 

And  we've  engineered  many  other 
technologically  advanced  solutions  for 
Landis  &  Gyr.  Including  a  wide  area 
network  that  will  soon  connect  computer 
systems  in  109  North  American  offices, 
allowing  them  to  instantly  exchange 
time-sensitive  product  development 
and  financial  data. 

The  fact  is,  no  matter  what  business 
you're  in,  we  can  turn  communications 
technology  into  a  powerful  business 
tool.  One  that  wiD  help  make  you  more 
successful.  And  isn't  that  why  you're 
in  business  in  the  first  place? 

Find  out  how  we  can  help  your  business 
do  more  business.  Call  1-800-598-5000. 


Lver  since 

Sprint  Business 

made  our  world  smaller, 

we've  gotten 

bigger. 


Director 

Information  Systems 
Landis  &  Gyr 


^  REAL  BUSINESS        REAL  PROBLEM 


Landis  &  Gyr 
Building  Controls 


Engineers  dispersed  around 
the  world 


REAL  SOLUTION 

Real-time  meetings  via 
global  videoconferencing 


REAL  RESULTS 

Better  teamwork, 
better  ideas,  better  sales 


Sprint 

Business 


©1994  Sprint  Communications  Company  LP 
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The    ability   to    scale    an 


18-INCH     VERTICAL     WALL.     THE     ABILITY 


TO     FORD     TWO     FEET     OF     WATER 


THE     ABILITY     TO     MAKE     A     SEMI     THINK 


TWICE     ABOUT     CUTTING     YOU     OFF. 


It's  not  a  car.  It's  not  a  truck.  It's  not  another  4X4.  It's  a  Hummer.  A  vehicle  not  in  a  class,  but  a  universe  all  its  m->, 


A  Hummer  is  what  it  is.  A  wolf  in  wolf's  clothing.  A  vehicle  that  looks  the  way  it  does  because  of  w  | 
it  was  designed  to  do.  With  its  16  inches  of  ground  clearance  (twice  that  of  any  4X4),  steep  approacf 
departure  angles,  stable  72-inch  track  width,  and  unique  geared  hub  assembly,  a  Hummer  can  go  places  and  (| 
things  that  would  be  impossible  for  any  other  vehicle.  A  street-legal  Hummer  can  climb  a  60%  j 
Traverse  a  40%  side-slope.  Plow  through  three-foot  snow  drifts.  And  claw  its  way  across  even 


•;  Dest  sand.  With  its  unique  Central  Tire  Inflation  System,  you  can  even  inflate  and  deflate  all  four  tires  right  from 

■x  driver's  seat  for  better  traction  in  varied  terrain.  Of  course,  a  Hummer  is  also  perfectly  capable  of  behaving  admir- 

ithin  the  confines  of  polite  society.  You'll  find  parallel  parking,  going  though  the  bank  drive-through,  and 


zipping  in  and  out  of  rush-hour  traffic  not  only  easy,  but  a  blast.  In  fact,  the  only  problem 


you're  likely  to  run  into  in  town  is  working  your  way  through  the  crowds  that  invariably 


1  wherever  it's  parked.  For  more  information,  call  1-800-732-5493. 


"We  offer  a  number  of  ways  of  optimizing  business 
discussions  in  Delhi:  the  delightful  and  the  pragmatic. 


A  mini  office  or  a  luxurious  living  environment:  you  choose. 


"On  first  glance,  one  sees  the  splendid  comforts  of  our  unique  Terrace  Suites.  A  second 
look  reveals  a  modern  business  centre:  in-room  fax  on  request,  E-mail  facility,  on-line 
access  to  Indian  and  world  business  information  on  your  room  TV  and  24-hour 
butler  service.  And,  of  course,  the  finest  dining  in  the  city. 
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Always  a  good  sign. 


A 


TAJ  PALACE  HOTEL 

New  Delhi 

A  TAJ  LUXURY  HOTEL 


W 


THE  TAJ  GROUP.  INDIA'S  first.  SOUTH  ASIA'S  finest. 


TAJ  PALACE  HOTEL.  NEW  DELHI  FAX  (91-11)  301  5055  OR  CENTRAL  BOOKING 
FAX  (91-22)  283  7272.  Utell  International  OR  YOUR  TRAVEL  PLANNER. 
TAJ  LUXURY  HOTELS:  THE  TAJ  MAHAL  HOTEL,  BOMBAY:  THE  TAJ  MAHAL  HOTEL,  NEW  DELHI:  TAJ  PALACE  HOTEL,  NEW  DELHI:  TAJ  BENGAL,  CALCUTTA 
TAJ   COROMANDEL,   MADRAS:  THE  TAJ   WEST  END,   BANGALORE:  TAJ   SAMUDRA,   COLOMBO:  THE  TAJ   MAHA1    HOTEL,   LUCKNOW   (OPENING   APR. '95). 


0%,  says  PaineWebber  analyst  Alan 
Jottesman.  He  rates  the  Enquirer/ 
tar  Group  (recently  renamed 
unerican  Media,  Inc.)  "attractive." 

But  so  far  investors  aren't  con- 
inced  that  the  tabs'  long-term  story 
as  changed  from  one  of  weakening 
irculation  and  no  happy  ending  in 
ight.  -Richard  Phalon 

Too  many  cooks? 

We're  spending  whatever  it  takes 
o  make  'em  look  nice."  That's  how 
iccadilly  Cafeterias'  chief  execu- 
ive,  James  Bennett,  described  his 
lans  to  refurbish  the  Baton  Rouge - 
iased  chain's  137  restaurants  last  year 
'Mar.  28,  1994).  At  the  time  we 
gured  Bennett  was  just  the  guy  to 
urn  around  the  faltering  firm.  After 
11,  the  Louisiana  native  had  the 
marts  to  quit  in  1986  as  Piccadilly's 
hief  financial  officer  and  cash  out  at 
22  per  share — just  before  a  cost- 
utting  plan  began  driving  away  cus- 
omers  and  pummeling  the  stock. 

We  spoke  too  soon.  Less  than 
wo  years  after  rejoining  Piccadilly  to 
sfocus  the  S276  million  (fiscal 
994  sales)  firm,  Bennett  departed 
gain  last  September — apparently 
Dreed  out  by  a  board  that  didn't  have 
he  stomach  to  complete  his  five- 
ear,  S65  million  makeover  plan.  Five 
nonths  later  Piccadilly  is  still  with- 
out a  chief  executive. 

The  turmoil  hasn't  been  lost  on 
Vail  Street.  Piccadilly's  stock  is  down 
4%  from  the  time  of  our  story  to  a 
ecent  77/s.  The  good  news:  It's  now 
fading  around  book  value,  where 
ven  company  directors  are  begin- 
ing  to  nibble.  -Philippe  Mao 

James  Bennett 
His  spending  plans 
left  a  bad  taste. 


Anywhere.  Or  here 


Of  those  who 
travel  the  world, 
who  can  go  any- 
where, anytime, 
many  choose  to 
come  here. 

People  who  can 
make  once-in-a- 
lifetime  journeys 
on  a  whim  know 
our  staff  by  name. 
They  discover 
their  favorite 
seasons,  make 
The  Cloister  and 
Sea  Island  part  of 
their  lives.  And 
often  return  for 
a  lifetime. 

To  arrange  a 
first  visit,  call 
800-SEA-ISLAnd 
or  912-638-3611. 
Anytime. 

The  Cloister,  Sea 
Island,  GA  31561. 


ecc~JsmncC 

-'the  cloister*    I 


iome  rentals  and  real  estate: 

800-SEA-ISLAnd. 


The  measure  of  award-wirLtiing  sound. 
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The  Bose*  Acoustic  Wave8  music  system  gives  high-fidelity  sound  a  whole  new  dimen- 
sion. And  it  earned  Bose  the  prestigious  "Invention  of  the  Year"  award.  Our  patented 
acoustic  waveguide  speaker  technology  delivers  rich,  natural,  component-quality  sound. 
Yet  the  system  is  compact  and  transportable,  and  comes  equipped  with  compact  disc  or 
cassette  player,  AM/FM  radio,  and  built-in  speakers.  The  Acoustic  Wave®  music  system 
is  available  directly  from  Bose.  So  call  or  return  this  coupon  for  our  free  information  kit. 
Because  now,  high-fidelity  sound  has  a  new  set  of  rules.  EJFMW*mMF~~ 

For  a  free  information  kit  call  1-800-898-BOSE,  ext.  W149A.    Better  sound  through  research® 
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Slate  Zip 

,  Dcpt.  CDD-W149A,Thc  Mountain,  Framingham,  MA  01701-9168. 
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Unfriendly 
skies,  less 
crowded 
slopes 


Aspen's  Pitkin 
County  Airport 
Problems  for  the 
ski  mecca  since 
Continental's 
pullout. 


The  economy  ended  the  year  on  a 
strong  note.  Not  so  the  lodging  busi- 
ness in  Aspen,  Colo.  Lodging  occu- 
pancy rates  for  December  in  the 
trendy  ski  town  were  down  about 
5%  from  December  1993  levels. 

One  villain:  Continental  Airlines1 
cancelation  of  service  to  Aspen  last 
fall.  The  Continental  pullout  left 
United  Airlines'  commuter  arm, 
United  Express,  with  a  monopoly. 
United  quickly  cashed  in  by  raising 
the  price  of  round-trip  tickets  from 
Denver  to  Aspen  by  10%  and  from 
places  like  New  York  and  Miami  by 
even  more.  United  also  convinced  the 
Aspen  Ski  Co.  and  the  Aspen  and 
Snowmass  resort  associations  to  give 
it  $100,000,  for  which  United  Ex- 
press increased  its  number  of  daily 
Denver-to-Aspen  flights  during  ski- 
ing season  from  10  to  15. 

Even  so,  United  Express  wasn't 
able  to  make  up  entirely  for  the  222 
planeloads  of  skiers  that  Continen- 
tal flew  to  Aspen  in  December  1993. 
Worse,  there's  been  a  lot  of  double- 
booking  by  skiers  afraid  that  with  few- 
er flights  they  won't  get  a  seat.  Re- 
sult: Many  supposedly  sold-out  Unit- 
ed Express  flights  from  Denver  to 
Aspen  are  in  fact  only  70%  full. 

Aspen  Ski  Co.  and  the  resort  asso- 
ciations are  now  trying  to  lure  other 
air  carriers.  To  ease  the  pressure  on 
weekend  flights  into  Aspen  (booked 
months  in  advance),  the  boosters 
are  also  creating  special  midweek  trav- 
el packages,  with  discount  lodging, 
airline  and  ski  tickets.  And  Eagle, 
Colo.,  serviced  by  American, 
Northwest,  Delta  and  United,  and  an 
hour  and  a  half  away  by  car,  is  now 
being  promoted  as  a  gateway  to 
Aspen.  -Toddi  Gutner  Block 

20 


gan  on  schedule,  but  the  nhl  lockc 
iced  17  Blackhawks  home  games, 
wiping  out  an  estimated  $12  millic 
in  general  admission  ticket  sales — 
plus  at  least  another  $6  million  in  cc 
cession  sales.  -R.  Lee  Sulliv. 
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Lester  the  Liquidator 

Speaking  of  Aspen,  billionaire  Les- 
ter Crown,  who  owns  the  Aspen  Ski 
Co.,  is  embroiled  in  a  nasty  lawsuit 
over  the  liquidation  of  his  late  father- 
in-law  Myer  Schine's  real  estate 
business,  Schine  Enterprises,  which 
once  owned  hotel  properties  like 
Los  Angeles'  Ambassador  Hotel. 

Way  back  in  1966,  Crown  began 
liquidating  Schine  Enterprises  for  the 
benefit  of  its  shareholders,  includ- 
ing Myer  Schine's  grandchildren. 

Myer  Schine  died  in  1971 .  In 
1989  nine  of  his  grandchildren — ex- 
cluding Lester  Crown's  kids — sued 
Crown  for  $20  million.  They  claimed 
this  money  (including  about  $4 
million  in  interest)  was  their  share  of 
the  liquidation  proceeds  but  was 
pocketed  by  Crown. 

Last  October  a  jury  found  for  the 
grandkids  (most  of  whom  are  in  their 
30s  and  40s)  and  awarded  them  the 
$20  million.  But  the  judge  in  the  case  = 
recently  ordered  a  new  trial.  His  rea-    f 
soning:  While  the  jury  delivered  a  split  a 
decision  on  Crown's  actual  liability,      5 
it  assessed  him  the  full  amount  of         5 
damages  anyway.  -T.G.B.  " 

Why  Wirtz  hurt 

Big  sigh  of  relief  from  Forbes  Four 
Hundred  member  William  Wirtz, 
owner  of  the  Chicago  Blackhawks 
hockey  team,  now  that  the  National 
Hockey  League  lockout  is  over  and 
the  season  under  way.  A  joint  venture 
between  Wirtz  and  the  owners  of 
basketball's  Chicago  Bulls  split  the 
$175  million  cost  of  their  teams' 
new  arena,  the  20,500-seat  United 
Center.  The  basketball  season  be- 


Ice  wars 

What  did  fans  of  Bill  Wirtz's  Blacl  fltr«i 
hawks  and  the  Detroit  Red  Wings 
(owned  by  fellow  Forbes  Four 
Hundred  member  Michael  Hitch) 
during  the  NHL's  lockout?  Many 
watched  the  Chicago  Wolves  and  E  Kjm 
troit  Vipers  of  the  International 
Hockey  League,  a  notch  below  the 
NHL.  Playing  for  only  a  year,  the 
Wolves  and  Vipers  have  drawn  aver 
age  attendance  of  1 1 ,500  and 
14,600  per  game,  respectively — im 
pressive  for  minor- league  hockey. 

The  upstart  ihl  has  big-league 
ambitions.  Eight  new  clubs  have 
joined  the  17-team  league  since 
1990,  in  big  markets  like  Atlanta, 
Denver  and  Houston.  Four  of  this 
season's  five  new  ihl  teams  are  aver 
aging  more  than  1 1 ,000  fans  per 
game.  Next  season  the  league  will 
have  new  franchises  in  no  fewer  tha 
five  NHL  teams'  markets:  clubs  will 
debut  in  San  Francisco  and  Orlan- 
do, and  the  ihl's  San  Diego  team  w 
be  moved  to  Los  Angeles. 

"The  only  thing  minor  league 
about  the  ihl  is  our  ticket  prices  [a 
average  $10  per  seat,  versus  $30  foi 
the  nhl],"  says  ihl  Commissioner 
Robert  Ufer,  a  former  hockey  star  a 
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A  Detroit  Viper  (left)  of  the  IHL 
Big-league  ambitions. 
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Yale.  And  salaries:  an  average  of 
$60,000  for  the  ihl  players,  versus 
S575,000  a  year  in  the  NHL.   -R.L.S. 
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Good  water,  goodwill 

Richard  Heckman's  U.S.  Filter 
Corp.,  based  in  Palm  Desert,  Calif.,  is 
i  $147  million  (sales)  maker  of  wa- 
ter treatment  equipment.  Last  year  it 
became  the  first  U.S.  firm  to  build 
ind  operate  a  wastewater  treatment 

c  slant  in  Mexico.  The  $20  million 
facility,  funded  by  U.S.  Filter,  is  situ- 

D  ited  in  Cuernavaca,  90  minutes 
from  Mexico  City.  As  part  of  the 
agreement  to  build  the  plant,  U.S. 
Filter  secured  the  right  to  manage  it 

ff  .or  12  years,  for  a  fee. 

When  the  peso  was  devalued  in 
ate  December,  Heckman  was  pre- 
pared. A  clause  in  the  contract  al- 
owed  U.S.  Filter  to  renegotiate  the 
deal  in  such  an  event.  So  Heckman 
extended  the  contract  from  12  years 
:o  16  years  and  postponed  an  ex- 
?ansion  that  would  have  increased 

iVcr|LJ.S.  Filter's  operating  costs. 

"We  could  have  asked  for  more  in 
:erms  of  price  increases,  but  I  told 

J1  Jiem  all  I  want  to  do  is  stay  even," 
;ays  Heckman,  eyeing  the  market  for 
uch  facilities  in  Mexico,  which  he 

Estimates  at  $1  bilhon.  Heckman 
vants  to  be  invited  back  and  be- 
ieves  future  contracts  will  be  more 

u  ucrative.  "They  will  need  foreign 
apital  now  more  than  ever." 

-Christopher  Palmeri 


SBreaking  and  entering 

Jorbes  Four  Hundred  member 
B*Villiam  Davidson  got  rich  by  break- 
i^  ng  the  U.S.  glass  oligopoly  in  the 
v   1970s.  His  privately  owned  Guardian 
Industries  is  now  the  world's  fifth- 
iggest  glassmaker  and  will  be  a  big 
inner  from  the  recent  U.S. -Japan 
ade  pact,  which  opened  Japan's 
ass  market.  Davidson  has  taken 
he  lead  in  cracking  that  glass  oligop- 
ly  by  building  a  plant  in  Thailand; 
fome  output  goes  to  Japan. 

Asahi  Glass,  with  about  half  the 
[apanese  market,  is  bracing  itself.  Ac- 
fording  to  Japanese  press  reports, 
jteahi  will  reduce  the  number  of  sizes 
)f  glass  offered,  to  cut  costs  and  be- 
come more  competitive  with  David- 
son's Guardian.  -Marcia  Berss    Bl 
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THE    PERSONAL   SKIN   TRAINER 

THE  ALPHA  HYDROXY  ALL-IN-ONE  FITNESS  FORMULA 
FOR  THE  FACE  THAT  REFINES,  MOISTURIZES  AND  PROTECTS. 
FACE  FITNESS.  $15. OO*  'SUGGESTED  RETAIL 
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BY    RALPH    LAUREN 


THIS 


'  992  Solutions  L 
.n  m*  CAN  Oaiatani 


CAN 
STOPA 
BULLET 


An  impressive  claim  for  one  little 
booklet.  But  this  is  an  impressive  little 
booklet  •  It's  filled  with  ingenious  ideas 

and  innovative  solutions  from 

organizations  all  over  the  country  on 

how  they  successfully  fight  crime  in 

their  communities  •  We  have  19  other 

solution  booklets  on  everything  from 

AIDS  and  homelessness  to  drunk 
driving.. .20  of  today's  toughest  social 

problems  •  They're  compiled  by 

Community  Action  Network  (CAN).. .a 

volunteer  idea  clearinghouse  working 

in  cooperation  with  the  major  national 

media  bureaus  and  ad  associations. 

We've  spent  years  collecting  hundreds 

of  examples  of  how  communities 

combat  their  problems.  Now  the  first 

yearly  edition  of  CAN's  Solution  Library 

with  its  nearly  1500  great  ideas  is 

available  for  sharing  with  you  •  So,  if 

you'd  like  to  stop  a  bullet,  feed  the 

hungry  or  maybe  help  the  elderly, 

please  contact  us.  You'll  be  amazed  at 

what  one  little  booklet  can  do. 


CAN's  Solutions  Library 

AIDS  •  Alcohol  Abuse  •  Child  Abuse 

Criminal  Justice  •  Drug  Abuse 

Drunk  Driving  •  Education 

Elderly  Care  •  Environment 

Family  Concerns  •  Handicapped 

Homeless  •  Housing  •  Hunger 

Medical  Care  •  Missing  Children 

Rape  •  Street  Crime 
Teenage  Suicide  •  Unemployment 


Community  Action  Network 

To  order  $5  for  first  booklet, 
$3  for  each  additional  booklet, 

$50  for  full  set 

Community  Action  Network, 

211  East  43rd  Street,  Suite  1203, 

New  York,  NY    10017. 
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Bargain  hunter 

Sir:  Re  John  Tcmpleton  and  "The 
principle   of  maximum    pessimism" 
(Jan.  16, 1995).  N.M.  Rothschild  said 
it  too  in  the  early  1800s:  "Buy  when 
the  cannons  are  thundering;  sell  when 
the   violins   are   playing."    Boom — 
Boom — Boom! 
-Haley  Garrison 
Curator  of  Scripophily 
Williamsburg,  Va. 

Sir:  Thought  you  might  be  interested 
in  what  a  $10,000  Forbes  "cover  to 
cover"  investment  would  now  be 
worth.  On  Nov.  17,  1978  I  invested 
$10,000  in  Templeton  Growth 
Fund,  which  bought  606  shares  and 
(as  of  12/31/94)  I  own  5,600  shares 
worth  $90,888.  No  additional  contri- 
butions were  made  to  this  fund.  Many 
thanks  to  Mr.  Templeton  for  his  fore- 
sight and  wisdom. 
-Gary  Radder 
Alamo,  Calif. 

No  flapping  in  the  wind 

Sir:  Re  "Tie  yourself  to  the  mast" 
(Dec.  19,  1994).  Mutual  fund  inves- 
tors who  are  "tied  to  the  mast"  with 
load  funds  end  up  winners  indeed, 
but  not  out  of  reluctance  to  incur 
the  charges  for  trading  funds.  Load 
funds  are  sold  through  financial  ad- 
visers who  earn  those  charges  by 
keeping  the  knots  tight.  In  moments 
of  panic  or  exhilaration,  a  good  ad- 
viser reasons  with  clients  whose 
emotions  have  temporarily  over- 
come their  judgment. 
-David  L.  Geller 
Atlanta,  Ga. 

Legal  ease 

Sir:  Re  Fact  &  Comment  (Jan.  2). 
The  reason  the  loser-pays  rule  inhibits 
lawsuits  of  little  or  no  merit  in  En- 
gland is  because  solicitors  and  barris- 
ters are  not  permitted  to  contract  for 
contingency  fees.  To  obtain  the  same 
result  in  the  U.S.,  it  would  be  neces- 
sary to  either  combine  the  loser-pays 
rule  with  abolition  of  contingency 
fees  or  recognize  the  plaintiff  attorney 
as  a  financial  partner  in  the  lawsuit,  at 
least  to  the  extent  of  his  contingency 
percentage:  i.e.,  a  losing  plaintiff  at- 
torney with  a  40%  contingency  con- 
tract would  be  personally  liable  to  a 


Sir  John  Templeton 
An  early  contrarian 


winning  defendant  for  40%  of  th 
defendant's  expenses. 
-W.  Ben  Blackett,  J.D. 
Tacoma,  Wash. 
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<cHey,  what  about  us?" 

Sir:   Re   "Improvement  on  coppe 
bracelets"  (Nov.  7,  1994).  Concern 
ing  the  statement  "...  chiropractors 
a  group  not  known  for  its  attention  t( 
scientific  discipline":  The  chiroprac  |« 
tic  profession  should  be  commendec 
for  the  tremendous  amount  of  scien   I 
tific  research  accomplished  when  thi 
majority  of  the   research  has  been 
funded  by  the  profession  itself.  Dun 
ing  the  period  of  1975-90,  the  ILSfdlJl 
federal  government  made  two  award;1 
for  chiropractic  research  for  a  granc 
total  of  $50,800,  which   is   5-ten 
thousandths  of  1%  of  the  funds  whicl 
medical  schools  receive  each  year. 
-Alan  R.  Wallis,  D.C. 
La  Place  Chiropratique  de  Sherbrookt 
Sherbrookc,  Quebec 


ABCsofLLCs 

Sir:  The  Internal  Revenue  Service  |g  On 
does  not  automatically  tax  all  limitec 
liability  companies  as  partnership; 
("S,  C,  or  me?"  Dec.  5,  1994).  A 
business  entity  may  be  treated  by  the 
IRS  as  an  association  taxable  as  a  cor- 
poration if  it  has  more  than  two  of  the 
following  corporate  characteristics: 
limited  liability,  free  transferability  oi 
interests,    centralized    management. 
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jjid  continuity  of  existence.  Since  an 
I.LC  by  definition  has  limited  liability, 
Ihe  members  of  the  LLC  must  avoid  at 
least  two  of  the  other  corporate  char- 
lcteristics;  otherwise,  the  LLC  may  be 
jreated  by  the  IRS  as  a  corporation  for 
|ederal  income  tax  purposes. 
ISteven  P.  Gregory 
Birmingham,  Ala. 

ops 

IR:  Re  "Yield  of  dreams"  (Nov.  7, 
994).  In  the  Funds  section,  Forbes 
ys  the  California  Muni  Fund's  total 
:turn  was  a  negative  7%  for  1986. 
he  total  return  on  the  fund  in  1986 
as  a  positive  9.81%. 
Lance  Brofman 

fundamental  Family  of  Funds 

few  York,  NT. 

oiinrORBES  regrets  the  err  or. -En. 

Competitive  edge 

IR:  Stating  that  semester  tuition  cost 
f  $3,000  at  DeVry  is  half  the  cost  at 
ome  state  universities  is  misleading 
^Competition?  Heaven  forbid," 
an.  2).  Comparing  only  tuition  and 
aaonhandatory  fees,  most  students  can 
aonnttend  a  community  college  or  local 
ropnt  tate  university  for  a  fraction  of  De- 
icnda  7ry's  S3,000  tuition.  Tuition  and  fees 
sda  er  semester  at  the  University  of 
icntixlouston- Downtown,  which  offers 
i  bea  n  engineering  technology  program 
l  direct  competition  with  DeVry, 
:LS  Dtal  Sl,568. 
award  Wade  M.  Johnson 
WMpepartment  of  Engineering 
inert    Technology 

wind  University  of  Houston-Downtown 
iouston,  Tex. 

k. 

uvestment  guru 

IR:  Re  "Compounded  interest  are 

■ur  favorite  words"  (Dec.  19,  1994). 

Jidre  Agassi  is  not  "weaning"  from 
a  <AG.  On  the  contrary,  the  relationship 
a  rzs  re-formed  in  May  1993,  and  has 
i  een  strengthened.  Investment  Advi- 

3rs  International,  a  subsidiary  of  IMG, 
•|j ;  involved  more  now  with  Andre's 
jcrt  nancial  affairs  than  ever  before. 
JPerry  C.  Rogers 

'hief  Operations  Officer 

\gassi  Enterprises 
-  :  ms  Vegas,  Nev. 
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"Wausau's  kept  up  withTimberland's  expanding  work  force,  providing 

education  and  safety  training.  They've  created  a  high  deductible  workers  comp 

program  continuing  the  same  level  of  protection  but  without  the  initial  drain 

on  our  working  capital.  Wausau's  become  a  valuable  business  partner." 

Nancy  A.  Wels,  Director  of  Finance,  The Timberland Company 


WAUSAU 


Wausau  Insurance  Companies.  2000  Westwood  Dr ,  Wausau,  WI 54401  1-800-320-7771    A+ A.M.  Best  Rating 
Nationwide*  Insurance  Enterprise 


Now  the  hardest  thing 
aboutshipping  is  mastering  the  complexities 

of  the  double  did. 
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Introducing  FedEx  Ship7' 

tne  revolutionary  new  desk- 
top snipping  sortware  rrom 
FedEx.  Now  witn  FedEx  Snip,  you  can  nandle 
virtually  any  aspect  or  snipping  a  package  witn 
just  a  lew  clicks  or  your  mouse. 


Using  your  modem,  tne  sortware  connects  your 
computer  directly  to  FedEx.  It  creates  snipping 
labels  and  prints  them  on 
your  own  laser 
printer.  Maintains  a  data 
base  or  your  customers.  Schedules  pickups, 
tracks  and  confirms  delivery  or  your  packages. 
All  raster  and  easier  than  ever  beiore.  Without  so 
much  as  picking  up  tne  phone.  FedEx  Snip. 
Once  you  get  tne  double  click  down,  it  s  a 
whole  new  way  or  snipping  packages.  For  a 
tree  copy  or  FedEx  Snip  sortware  ror  Windows1 
or  Macintosh  just  call  1-800-GO-FEDEX.* 
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Federal  Express 

Our  Most  Important  Package  Is  Yours? 
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J  US  T     P  0  I  NT,    CLICK     AND    SHIP 


©1995  Federal  Express  Corporation.     Windows  is  a  trademark  of  Microsoft  Corp.     Macintosh  is  a  registered  trademartof  AppleCorp.     TDD-  1-800-238-4461. 
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With  all  thy  getting  get  understanding" 


Fact  and  Comment 


ty  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


SHE  DOES  IT  AGAIN! 


Iew  Jersey  Governor  Christie  Whitman  has  astonished 
iend  and  foe  alike  with  her  radical  new  tax-cutting  budget, 
keptics  were  gleefully  predicting  that  Governor  Whit- 
lan  would  have  to  break  her  pledge  to  reduce  the  Garden 
tate's  income  tax  rates  30%  over  three  years.  Instead,  she's 

I  sing  it  in  two  years.  Critics  claimed  she 
ould  flinch  from  making  the  necessary 
adget  cuts.  She  has  proven  them  wrong. 
This  kind  of  foresighted  fortitude  led  the 
OP  to  choose  her  to  respond  to  President 
linton's  State  of  the  Union  address. 
Her  budget  sets  a  wonderful  example  for 
:her  states.  Now  the  new,  tax-cutting 
lief  executives  of  New  York  (George  Pa- 
id) and  Connecticut  (John  Rowland)  can 
y  to  naysayers,  "See,  it's  doable."  More- 
/er,  they  can  argue  that  they  must  slash 
vies  if  their  states  are  to  remain  competi- 
•  e  economically.  Other  governors  will 
ton  be  receiving  heat  from  voters  asking,  "Why  not  us?" 
Although  in  effect  only  one  year,  Governor  Whitman's 
x  program  is  beginning  to  heal  New  Jersey's  sick  econo- 
y.  From  1950  to  1990  the  state  was  one  of  the  nation's 
pnomic  leaders.  After  draconian  tax  increases  were 
lacted  in  1990,  it  became  an  overnight  laggard.  For  the 


Christie  Whitman:  Still  on 
cutting  edge  of  cutting  taxes 


first  time  in  years,  New  Jersey  was  doing  worse  than 
neighboring  New  York  and  Pennsylvania.  Now,  Governor 
Whitman  proudly  notes,  the  Garden  State  is  performing 
better  than  New  York,  Pennsylvania  and  Connecticut.  If 
the  legislature  goes  along  with  her  budget,  the  state  should 
resume  its  premier  place  in  the  nation  by  the 
next  gubernatorial  election,  in  1997. 

Governor  Whitman  also  deserves  hosan- 
nas  for  the  careful  way  she  is  reducing  the 
scope  of  state  government.  Instead  of 
across-the-board  cuts,  she  is  pruning  or 
eliminating  programs  that  clearly  are  out- 
moded or  inefficient.  Democrats  claim  her 
cuts  will  mean  higher  property  taxes  even 
though  state  aid  to  municipalities  will  re- 
main stable.  As  a  New  York  Ti mes  editorial 
rightly  noted,  "There  is  no  clear  proof  of  a 
link."  The  governor  has  also  taken  pains  to 
help  localities  become  efficient,  by  offering 
in-depth  fiscal  reviews  that  will  turn  up  useful  menus  of 
budget  savings  for  mayors  and  municipal  councils. 

Education  unions  and  other  progovernment  groups  are 
fighting  this  budget  quietly  but  ferociously.  It'll  be  interest- 
ing to  see  if  the  Republican  legislature  can,  in  this  election 
year,  rise  above  the  pressure  of  special  interest  opposition. 


ARGENTINA  IS  PROVIDING 


wonderfully  inspiring  contrast  to  Mexico's  self-destruc- 
/e  behavior.  The  hero  is  Minister  of  the  Economy 
omingo  Cavallo,  who,  several  years  ago,  spearheaded 
esident  Carlos  Menem's  drive  to  turn  Argentina  from  a 
ironic  economic  basket  case  into  a  region - 

powerhouse.  Yearly  inflation  has  gone 
Dm  over  2,000%  to  under  4%.  Argentina's 
so  is  stable.  Internal,  competition-stifling 
rtels  are  being  disbanded.  The  country 
s  been  growing  at  an  impressive  7%  aver- 
;e  since  1991 .  Cavallo  recognizes  what  the 
exicans  and  most  American  officials  do 
>t:  A  currency  is  a  fundamental  "contract" 
tween  a  government  and  its  citizens  and 
anipulating  currency  value  betrays  that. 
When  Mexico,  egged  on  by  the  U.S., 
gan  its  suicidal  devaluations,  Argentina 

mptly  declared  that  it  would  do  anything 


I* 


Cavallo:  That  rare  economic 
policymaker  who  actually  un- 
derstands money. 


and  everything  necessary  to  preserve  the  value  of  its  money. 

The  peso  up  to  then  had  been  pegged  within  a  narrow  range 

to  the  dollar.  Cavallo  has  fixed  it  at  a  rigid  1  -to- 1  ratio. 
Thanks  to  Cavallo,  Argentina's  peso  promise  is  money 

>^^_— ^_  good.  The  country  has  a  functioning  cur- 
rency board:  Every  peso  is  backed  by  dol- 
lars or  gold.  Buenos  Aires  had  no  problem 
stemming  a  post-Mexico  panic.  (We 
should  make  our  bailout  package  for  Mexi- 
co contingent  on  its  adopting  a  currency 
board  to  restore  its  peso.  Mexico  should 
consult  Johns  Hopkins  economist  and 
Forbes  columnist  Steve  Hanke,  who  has 
worked  closely  with  Cavallo  on  this.) 

From  bitter  experience,  Argentina  knows 
that  sound  money  is  essential  for  long-term 
economic  growth  and  individual  opportuni- 
ty.  Why  do  others  find  that  so  hard  to  accept? 
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SOUL  SEARCHING 


The  South  Korean  economy  is  running  full-throttle 
after  two  years  of  subpar  (by  that  country's  standards) 
annual  growth  rates  of  5%.  Last  year  the  GNP  expanded 
8.3%  and  should  grow  another  7.5%  in  1995.  Exports  and 
imports  each  will  easily  breach  the  $100  billion  mark  this 
year,  an  extraordinary  record  considering  that  30  years 
ago  per  capita  income  was  under  $100. 

Seoul,  however,  is  anything  but  complacent.  It  knows 
it  faces  fundamental  problems — and  not  only  those  posed 
by  the  North.  Like  Japan,  South  Korea  has  held  direct 
foreign  investment  at  arm's  length; 
trade  barriers  are  prolific.  Unlike  Ja- 
pan's, this  country's  leaders  recognize 
the  South  must  rapidly  open  up  to  de- 
velop a  true  world-class  economy. 

Thanks  to  the  decade-old  democrati- 
zation   process,    South    Koreans    have 
been  demanding — and  getting — a  high- 
er standard  of  living.  Labor  costs  have 
exploded.  One  CEO  noted  that  a  few 
years  ago  he  could  hire  a  clerk  for  $300 
a  month;  now  he  must  pay  $1,000. 
South  Korea  is  increasingly  noncompet- 
itive in  traditional  low-wage  industries 
such  as  textiles;  hence,  the  impetus  for  more  openness  if 
the  nation  is  to  attract  the  capital  and  technology  to  be  a 
high-tech  powerhouse  in  services  and  manufacturing  and 
to  have  access  to  overseas  markets. 

President  Kim  Young  Sam  has  emphasized  the  concept 
of  "globalization,"  which  has  been  surprisingly  well  re- 
ceived, at  least  at  the  top  levels  of  business  and  govern- 
ment, and  is  facilitating  the  process  of  liberalization. 

South  Korea  isn't  passively  waiting  for  foreign  pressure 
before  it  opens  its  economy.  It  wants  to  join  the  OECD,  so 
it  is  starting  to  ease  financial  controls.  A  former  South 
Korean  cabinet  minister  is  making  a  strong  run  to  be 


MSF  Jr.  with  the  South's  new  reform- 
minded  prime  minister,  Lee  Hong  Koo 


But  the  process  of  liberalizing  South  Korea's  economy  r 
a  way  to  go.  Even  today  South  Korean  companies  must  £ 
permission  to  make  capital  payments  overseas.  And  fc 
eign  firms  face  numerous  obstacles  trying  to  set  i 
facilities  in  the  South,  including  land  costs  and  restrictioi 
regulatory  trip  wires,  arbitrary  tax  assessments  and  insul 
cient  intellectual  property  protection  laws.  The  count 
received  black-eye  publicity  for  allegedly  auditing  t 
returns  of  citizens  who  bought  non- Korean -made  autc 
Taiwan,  which  has  outpaced  South  Korea,  has  demo 
strated  that  economic  sinew  can  or 
come  from  a  proliferation  of  small  at 
middle-size  companies.  But  Seoul's  ; 
chaic  banking  laws  make  it  extraordina 
ly  difficult  for  a  vibrant  entrepreneur 
class  to  flourish.  Banks  do  very  w« 
lending  with  what  is  a  closed  systei 
Interest  rates  for  most  borrowers  a 
14%  and  higher,  even  though  domest 
inflation  is  only  6%.  If  they  werer 
barred  from  doing  so,  major  businc 
groups  could  borrow  directly  from  intt 
national  markets.  Such  deregulatic 
would  force  domestic  lenders  to  cul 
vate  a  whole  new  class  of  business  clients.  But  banks  a 
owned  or  controlled  by  the  government,  and  such  chang 
would  dilute  life -and -death  powers  of  bureaucrats. 

Fortunately,  President  Kim  has  shown  a  yen  for  refon 
Two  years  ago  he  shocked  his  countrymen  with  legislatk 
forcing  owners  of  financial  assets  to  use  their  own  nam 
rather  than  employ  proxies.  Now  he  is  doing  the  same  wi 
real  estate,  which  has  locals  grumbling  that  this  is  a  cause 
a  slump  in  property  values.  The  President's  next  offensi 
will  deal  with  gender  discrimination.  Despite  antidiscrin 
nation  laws,  it  is  a  firm  tradition  among  many  employers 
automatically  fire  women  when  they  get  married.  Kim 


director  general  of  the  new  World  Trade  Organization,      preparing  a  major  enforcement  offensive  to  overturn  th 


DEADLY 

One  provision  of  last  year's  pork-laden  crime  bill  should 
be  retained  and  strengthened:  Senator  Orrin  Hatch's 
(R-Utah)  $20  million  appropriation  for  the  Violent 
Criminal  Apprehension  Program  (VI CAP).  VI CAP  has 
languished  since  it  was  created  ten  years  ago  because  of 
chronic  underfunding.  This  is,  you  might  say,  criminal. 
The  program  is  a  data  bank  of  the  nation's  unsolved 

MOSTLY 

Politically  Incorrect— by  Ralph  Reed  (Word  Publishing, 
$19.99).  Most  exceptional  about  this  book, 
written  by  the  head  of  the  Christian  Coalition,  is 
how  unexceptional  its  principal  points  are.  As 
others  such  as  Bill  Bennett  have  done,  Reed 
notes  the  decline  in  the  quality  of  American  life 
over  the  last  30-odd  years:  the  explosive  growth 
of  out-of-wedlock  births,  violent  crime,  di- 
vorce, deteriorating  school  standards,  etc.  He 
understands  what  politics  can  and  cannot 
achieve  and  recognizes  that  there  are  reforms — 
tax  cuts,  school  choice,  welfare  changes,  etc. — 
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NEGLECT 

murders — which  grow  at  a  rate  of  nearly  9,000  a  ye 
Mobile  murderers  have  been  escaping  the  apparent 
short  arm  of  the  law,  in  part  because  of  the  inability  of  la 
enforcement  officials  in  different  jurisdictions  to  sha 
information.  Experts  believe  that  an  effective  VI 0s 
could  lead  to  the  resolution  of  several  hundred  unsolvt 
killings  a  year. 

CORRECT 

which  evangelical  Christians  and  Catholics  can  wo 
closely  with  others  to  help  implement.  Tl 
book  also  deals  forthrightly  with  how  the  mor 
authority  of  the  evangelicals  was  severely  con 
promised  in  the  past  by  their  support  of  segreg 
tion  and  other  forms  of  racism.  Reed  admonisl 
es  Billy  Graham  for  not  more  openly,  forceful 
working  for  civil  rights  in  the  1940s  and  1950 
What  comes  through  in  this  book  is  that  mo 
members  of  the  so-called  Christian  Right  a 
actually  average  citizens  advocating  chang 
that  most  Americans  now  support.  ■ 
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And  Variations 


A  New  Way  To  Invest  In  A  New  World 


Introducing  G.T.  Global  Theme  Funds. 
ive  funds  that  offer  investors  access  to 
ndustries  we  believe  will  benefit  from 
conomic,  political  and  regulatory  trends 
(;e  see  developing  in  certain  countries. 
TILT.  GLOBAL  TELECOMMUNICATIONS  FUND: 

;rornvests  in  companies  worldwide  that 
vconf 
jevelop,  manufacture  or  sell  telecom- 
munications services  or  equipment. 
'  ;|.T.  GLOBAL  FINANCIAL  SERVICES  FUND: 
..J'ocuses  on  the  worldwide  opportunities 
:  Jrom  the  demand  for  financial  services 
jlnd  products. 


G.T.  GLOBAL  INFRASTRUCTURE  FUND: 

Seeks  companies  that  build,  improve 
or  maintain  a  country's  infrastructure. 
G.T.  GLOBAL  HEALTH  CARE  FUND:  Invests 
in  the  growing  health  care  industries 
worldwide. 

G.T.  GLOBAL  NATURAL  RESOURCES  FUND: 
Concentrates  on  companies  that  own, 
explore  or  develop  natural  resources. 
Of  course,  it's  important  to  under- 
stand the  special  risks  associated  with 
global  investing,  including  political 
and  currency  risk,  as  well  as  the  risk  of 


investing  in  similar  industries.  For  com- 
plete information,  talk  to  your  financial 
adviser,  or  call  G.T.  Global -the  specialist 
in  global  investment  innovation  for 
25  years. 

1-800-824-1580 


G.T.  GLOBAL 

London    Hong  Kong    San  Francisco     Tokyo 
Sydney         Singapore         Toronto 

When  you  invest  for  your  future, 
think  global... G.T.  Global.™ 


^sk  for  the  G.T.  Global  Theme  Funds  prospectus  for  more  complete  information,  including  charges,  expenses  and  the  risks  associated  with 
lobal  investing,  including  political  and  currency  risk.  Please  read  the  prospectus  carefully  before  investing  or  sending  money.  G.T.  Global 
inancial  Services,  Inc.,  Distributor. 


You  have  to  price  three  separate  issues.  And  you  only  get  one  shot. 


Get  this  done,  and  in  a  single  transaction  you  save 
your  company  from  burdensome  debt  and  recapitalize  it 
for  a  competitive  future.  The  strategy  is  to  repurchase  high- 
coupon  debt  from  bondholders,  issue  new  debt  with  more 
favorable  terms,  and  go  public  with  an  initial  equity  offenng. 

And  this  is  the  cntical  moment.  You  have  to  price 


all  three  elements  —  making  each  one  attractive  to  in 
tors  but  affordable  for  your  company  —  simultaneously 
A  tall  order?  This  whole  venture  has  been  a  tal 
order.  First,  there  was  the  job  of  setting  up  the  tender  i 
to  bondholders  —  who  had  to  be  convinced  that  both  th  | 
new  debt  issue  and  IPO  would  sell.  Then  there  was  the 
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Inding  the  right  investors  —  ones  who  would  support 
strategy  and  make  long-term  commitments.  There  were 
otiations,  strategy'  sessions,  and  simultaneous  road- 
ws  for  both  the  debt  and  equity  markets.  All  this  while 
Ting  your  company's  day-to-day  operations. 

But  you  were  prepared.  You  selected  a  global 


Group  In 


investment  bank  that  could  bring  off  this  kind  of  multi- 
market  transaction.  They  brought  you  scope,  thinking, 
determination  and,  above  all,  credibility  with  investors. 

While  it  hasn't  been  easy,  and  it  isn't  over  yet,  you 
feel  confident  these  people  will  know  how  to  price  each 
issue  so  that  you'll  hit  all  three  targets  with  one  shot. 
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Other  Comments 


No  Joke 

A  YEAR  AGO  the  governor  of  New  York 

looked  at  New  Jersey  and  laughed.  I  [e 
said  our  plan  to  cur  taxes  and  stimulate 
economic  growth  would  never  work. 
Today  New  York  has  a  new  governor — 
George  Pataki.  He  has  a  copy  of  our 
plan  right  on  his  desk.  Nobody's  laugh- 
ing at  New  Jersey  anymore.  We've  had 
our  biggest  annual  job  gain  since  1988. 
-Christine  Todd  Whitman, 
Governor  of  New  Jersey,  in  her 
first  State  of  the  State  speech 

Paper  Cut 

Thk  PRINT  gets  tiny  and  single-spaced 
like  there's  a  paper  crisis  somewhere 
and  you  have  to  read  twice  as  much  to 
finish  the  same  page.  The  effect  on  the 
reader  is  unbelievably  disheartening, 
equivalent  to  the  agony  a  marathon 
runner  would  feel  on  finding,  10  feet 
from  the  finish  line,  4  flights  of  stairs. 
If  you  own  books  like  this,  they 
should  be  thrown  out;  they  have  an 
untoward  influence  on  children. 
-Douglas  McGrath, 
New  York  Times  Book  Review 

Contract  With  South  America 

Whkn  I  ASKED  Argentina's  Econom- 
ics Minister  Domingo  Cavallo  for  his 
definition  of  money,  six  months  after 
his  January  1991  appointment,  he  cut 
into  a  discussion  of  social  contracts. 


"Each  peso,"  he  stated,  "is  a  con- 
tract between  the  government  and  the 
peso  holder.  That  contract  guarantees 
that  each  peso — as  a  unit  of  value  that 
the  holder  has  worked  hard  to  get — 
will  be  worth  as  much  tomorrow  as  it 
is  today.  If  the  government  breaks 
that  contract,  it's  breaking  the  law. 
The  only  role  of  the  government  in 
the  economy  should  be  to  guarantee 
the  integrity  of  market  transactions." 
-David  Asman,  Wall  Street  Journal 

Twisted  Logic 

Confederates  claimed  to  fight  for 
the  same  liberty  their  forefathers  had 
won  in  1783.  "The  perfect  liberty 
they  sigh  for,"  said  Abraham  Lin- 
coln, is  "the  liberty  of  making  slaves 
of  other  people."  But  Confederate 
soldiers,  unlike  many  of  their  fore- 
bears of  1776,  seemed  unconscious 
of  the  paradox. 
-James  M.  McPherson, 
What  They  Fought  For,  1861-1865 

PolySci  101 

Ac:cording  to  the  Higher  Educa- 
tion Research  Institute,  this  year's 
college  freshmen  are  less  interested 
and  involved  in  politics  than  ever 
before.  Why  should  they  not  be? 

Newspapers  abound  with  stories 
about  how  political  leaders  are  turning 
to  New  Age  gurus,  futurist  thought 
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"Not  one  crummy  Valentine." 


and  other  such  retreats  from  reali 
The  Clintons  are  leading  the  flight. 

But  now  it  appears  that  even  Ne1 
Gingrich    is    departing    reality    fl 
seances  with  the  Tofflers  of  Wa 
fame.  And  House  Budget  Committ 
Chairman  John  R.  Kasich  handec 
session  on  budget  balancing  over  tc 
team  of  "creative  consultants"  to  inci 
new  ideas  on  the  budget.  In  the  char  I 
bers  of  die  House  Budget  Committc  j 
[they]  essayed  to  provoke  "new  idea 
by  holding  a  "Nerfball"  fight. 

College  freshmen  are  right  to  avc  I 
their  gaze  from  this  depressing  seer. 
-R.  Emmett  Tyrrell  Jr., 
New  York  Post 


Government  can't  do  anything  fol 
us  without  first  taking  from  us  tr| 
means  to  do  it.  Its  only  tool  is 
force — usually  the  worst  possible 
tool  to  apply  in  social  matters. 
-George  Roche,  president, 
Hillsdale  College,  Imprimis 

Clinton's  Core  Problem 

Mr.  Clinton,  quoted  in  Newswet 
said,  "I  find  it  amazing  that  anyboe 
could  question  whether  I  have  coi 
beliefs."  Does  this  mean  that  his  co 
belief  is  that  he  has  core  beliefs,  i 
that  he  has  a  core  belief  that  no  oi 
else  could  disbelieve  his  core  beli 
that  he  has  core  beliefs? 
-National  Review 

Dogmatics 

The  emissary  despatched  by  Hen 
VIII  to  the  Pope  to  procure  the  anni  I 
ment  of  his  marriage  to  Queen  Kathe 
ine  took  along  his  dog.  As  die  emissa 
bent  down  to  kiss  the  Pope's  toe,  tl 
foot  moved.  The  dog  immediately  su 
pected  that  her  master  was  about  to  1 
kicked  in  the  face.  She  pounced  on  d| 
Papal  toe.  It  was  a  bad  beginning  ar 
may  have  decided  the  Pope  to  refit 
the  annulment.  Perhaps — but  ftl 
the  dog — Henry  VIII  would  ha> 
remained  a  Roman  Catholic  and  tl 
Church  of  England  never  foundei[ 
-Majesty  magazine 
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BLACK  &VEATCH 

WORLDWIDE 


+1  913-339-2222 


ENGINEERING    •    PROCUREMENT    •    CONSTRUCTION 


It  suggests  both  Fortu 


Calfnap-grained  leather-trimmed  seats.  Cavernous  space  thanks  to  its  innovative  cab-foi(  It 


emium  120-watt  Chr^ 


nfinity  Spatial    Imaj 


Sound  System 
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:<ers.  And,  of  course,  driver  and  front  passenger  air  bags.1  Why,  with  all  that,  you'd  think  we  made 


0  and  Indianapolis  50Q 


car  exclusively  for  the  corporate  elite.  Enter  a  214  horsepower,  24-valve,  3.5  liter  V6  engine. 
touring  suspension  and  traction  control.  Plus  a  wide  track  for  superior  handling.  And  you'd  be 
think  racing  elite.  Chrysler  LHS.  Whatever  circles  you  drive  in,  you'll  be  comfortable  in  both. 

nore  information,  call  1-800-4-A-CHRYSLER. 


Chrysler  LHS 

form    follows    Junction 


Frrnune  500  is  a  registered1  trademark  of  Ttme  Inc  Indianapolis  500  is  a  registered  trademark  of  IMS  Corp  ^Always  wear  y<mr  sear  belt 
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We're  in  a  better  position, 
so  you're  in  a  better  position. 
Introducing  The  Regent  Jakarta, 
the  hotel  with  the  best  business 
address  in  the  city. 


Travellers  everywhere  in  the  world,  from  Hong  Kong 
to  Beverly  Hills,  recognise  Four  Seasons  ♦  Regent 
Hotels  and  Resorts  as  purveyors  of  service  that  is 
legendary. 

From  March  1995,  The  Regent  Jakarta  invites 
you  to  discover  why. 

Strategically  located  at  the  crossroads  of  the  Jalan 
Rasuna  Said  and  Jalan  Sudirman,  The  Regent 
Jakarta,  is  at  the  heart  of  Jakarta's  Golden  Triangle. 

Considered  from  any  angle,  The  Regent  is 
incomparably  convenient,  with  the  business  district 
a  mere  stone's  throw  away. 


But  we  go  further  than  that.  The  spontaneous 
warmth  of  our  staff  and  a  genuine  concern  for  guests 
that  is  a  Regent  hallmark,  amply  manifest  themselves 
at  every  opportunity. 

Stay  with  us  and  you  will  agree  that  The  Regent 
Jakarta  effortlessly  blends  an  urbane,  accommodating 
style  with  an  uncompromising,  passionate  commitment 
to  quality. 

We  look  forward  to  serving  you  with  a  brand  of 
hospitality  that  is,  at  once,  uniquely  Regent  and 
singularly  Indonesian. 

The  Regent  Jakarta  opens  in  March   1995. 


AUCKLAND.    BANGKOK.    BEVERLY    HILLS.    CHIANG    MAI.    FIJI.    HONG    KONG.  JAKARTA. 

KUALA    LUMPUR.    LONDON.    MELBOURNE.    SINGAPORE.    SYDNEY.    TAIPEI. 

CONTACT  YOUR  TRAVEL  COUNSELLOR  OR  ANY  REGENT  INTERNATIONAL  WORLDWIDE  RESERVATIONS  CENTRE. 

THE  REGEN  I    [/'  KARTA,  JL.  H.R.  RASUNA  SAID,  JAKARTA  12920,  INDONESIA.  TEL:  (62  21)  252  3456  FAX:  (62  21)  252  4480. 

FOUR  SEASONS  '  REGENT.  DEFINING  THE  ART  OF  SERVICE  AT  40  HOTELS  IN  19  COUNTRIES. 


s 


Commentary 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Chairman 


ROBBING  DEFENSE 

For  an  Admixis  i  ration  that  wants  to  mislead  the  people 
into  believing  it  supports  a  strong  defense  but  in  reality 
prefers  to  spend  funds  on  politically  popular  domestic  pro- 
grams, there  is  an  easy  way  out:  Use  the  defense  budget 
to  pav  for  these  nondefense  projects.  In  civilian  life  this  is 
ailed  "misappropriation  of  funds." 

In  January  the  Clinton  Administration  casually  an- 
nounced that  payment  for  the  first  shipment  of  crude  oil 
promised  to  North  Korea  as  part  of  last  year's  infamous 
appeasement  agreement  was  coming  out  of  the  Pentagon's 
Einergency  fund.  This  demonstrates  _^^ 
jnce  again  that  the  defense  budget  is  d™^t 
ased  as  if  it  were  a  savings  account  § 
3pen  to  anyone  for  any  purpose. 

The  first  "gift"  to  North  Korea  is  a 
:omparatively  small  amount — 50,000 
:ons  of  crude  oil  (worth  about  $4.5 
nillion)  out  of  a  promised  annual 
shipment  of  550,000  tons,  which  the 
agreement  obligates  us  to  provide.  It 
s  somewhat  of  a  paradox  that  the 
Defense  Department,  which  spends  in 
xcess  of  S2  billion  annually  to  deter 
m  attack,  by  North  Korea  against  the 
south,  is  now  having  its  hard -won 
iinds  used  to  strengthen  the  North's  staggering  economy. 
Dne  of  the  Administration's  reasons  for  tapping  the  defense 
xidgct  was  that  the  Pentagon's  "emergency  funds"  were 
dread)'  appropriated;  this  way  the  White  House  has  avoid 
:d  having  to  get  Congress'  formal  approval  of  the  accord. 

ongress,  however,  max  be  more  than  interested  in  this 
^articular  use  of  the  term  "emergency." 

This  episode  emphasizes  the  increasingly  undesirable 
tabit  administrations  have  formed  of  using  defense  funds 
br  nondefense  purposes.  A  Heritage  Foundation  study, 
sased  on  a  General  Accounting  Office  review,  reports  that 
>etween  fiscal  years  1990  and  1993  SI 0.4  billion  in  the 
lefense  budget  was  used  for  such  civilian  activities  as  World 

up  Soccer,  the  Summer  Olympics  and  the  National 
Defense  Center  for  Environmental  Excellence.  It,  as  some 
n  this  Administration  claim,  "it  is  all  Congress'  fault,"  one 
vould  think  this  would  be  a  strong  argument  for  giving  the 
Resident  the  line-item  veto — and  hope  that  he  will  use  it. 

Congressional  Research  Service  (CRS)  studies  point  out 
hat  for  the  fiscal  period  1990-94  total  defense  spending 
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TO  PLAY  POLITICS 

fell  25%,  while  nondefense  spending  from  the  defense 
budget  rose  361%,  to  S13  billion.  The  CRS  refers  to  this 
nondefense  spending  rather  diplomatically  as  "items  that 
may  not  be  directly  related  to  traditional  military  capabil- 
ities." Some  particularly  egregious  examples  of  these  non- 
defense  programs  funded  by  the  Pentagon  in  the  1995 
budget  include:  $10  million  for  Los  Angeles  Youth  Pro- 
grams, SI 50  million  for  breast  cancer  research,  $4.25  mil- 
lion for  prostate  cancer  research,  $623  million  in  subsidies 
for  persuading  manufacturers  to  reinvest  in  nondefense 
____^^^^^^__  industries,  a  $5.2  billion  item  for 
environmental  restoration  and 
compliance  with  various  environ- 
mental and  pollution  programs, 
and  yet  another  $1  billion  charge 
for  something  labeled  Personnel 
Assistance  programs. 

There  are  many  others,  all  of 
which  add  up  to  something  over 
SI  1  billion  for  nondefense  items  in 
1995  alone.  At  a  time  when  we 
hav  e  been  told  by  the  Secretary  of 
Defense  that  three  of  the  Army's 
divisions  are  not  prepared  for 
combat,  and  when  there  are  large 
maintenance  backlogs,  a  lack  of  training  funds  and  when 
modernization  is  delayed  or  canceled,  it  would  seem  self- 
evident  that  all  available  funds  should  be  used  to  correct 
these  shortcomings,  to  strengthen  and  modernize  our 
already  weakened  military.  Just  last  December  the  Pentagon 
announced  that  it  was  delaying  or  canceling  seven  major 
weapons  systems  to  save  $7.7  billion  over  five  years — and 
this  at  a  time  when  the  Administration  has  taken  SI  1  billion 
out  of  the  1995  defense  budget  for  nonmilitary  programs. 
Of  course,  some  of  these  nondefense  programs  are 
worthy  enough  to  be  funded.  But  in  the  interest  of  hon- 
esty and  our  own  security,  they  should  be  funded  from 
sources  other  than  the  Defense  Department. 

The  ultimate  horror — and  not  tar-fetched — will  be  the 
Administration's  deciding  that  the  funds  to  pav  the  enor- 
mous cost  of  appeasing  North  Korea  will  come  out  of  the 
defense  budget.  This  appeasement  has  been  well 
described  as  paving  North  Korea  handsomely  to  return 
to  the  noil  nuclear  obligations  it  had  previously  taken  on 
and  violated.  Hi 
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Commander 


AIRCRAFT    COMPANY 


The  Commander  Aircraft  Ownership  Program 

Are  you  tired  of  the  overburdened  hub  and  spoke  commercial  airline  system? 

Would  you  rather  fly  in  your  own  luxurious  aircraft,  at  your  convenience,  for  less? 

For  approximately  $20,000  after  tax  per  year,   your  company  can  own,  operate,  maintain  and  fly  its 

own  Commander  114B  corporate  aircraft  — 
the  finest  four  place  high  performance  single  engine  aircraft  in  the  world. 


Commander  Aircraft  Company,  together  with  our  growing  worldwide  network  of  Authorizec 
Sales  and  Service  Representatives,  will  establish  a  turnkey  aircraft  ownership  program  for  you 
financing,  insurance,  service  and  support,  hangar /storage,  flight  instruction,  and  arranging  to  have  i. 
personal  pilot  on  call  as  needed  to  meet  your  transportation  needs. 

FOR  MORE  INFORMATION  CONTACT: 

COMMANDER  AIRCRAFT  COMPANY,  7200  NORTHWEST  63RD  STREET,  BETHANY,  OKLAHOMA  73008 

TELEPHONE:  (405)495-8080  FACSIMILE:  (405)495-8383 

The  Commande      :4B  IFR-equipped  base  price:  $298,500/ Attractive  financing  available. 
Service  and  support  provu        by  our  worldwide  network  of  Authorized  Sales  and  Service  Representatives. 

*Based  on  approximately  25,000  miles  of  annual  travel  and  estimated  cost  of  financing,  maintenance,  operation,  insurance  and  taxes. 
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Overleveraged  consumers 


THERE'S  A  GHOST  in  the  machine  of  consumer 
spending.  Last  year's  spending  growth  was  built 
on  an  unsustainable  rise  in  consumer  debt. 

Consumer  spending  rose  by  S256  billion 
between  the  third  quarter  of  1993  and  1994,  to 
S4.66  trillion.  Of  that  increase,  SI  12  billion, 
or  44%,  was  in  the  form  of  added  installment 
debt  ( including  S47  billion  on  credit  cards 
and  S40  billion  on  auto  loans). 

"That  44%  is  the  highest  figure  I  could  find 
historically,"  Federal  Reserve  Governor  Law- 
rence B.  Lindsev  told  the  National  Econo- 
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mists  Club  in  Washington  recently. 

The  sharp  increase  in  credit  card  use  de- 
serves special  attention.  Credit  card  debt  grew  at 
an  annual  rate  of  around  17%  in  the  first  ten 
months  of  1994,  up  from  a  12%  rate  in  1993  and 
a  9%  rate  in  the  early  1990s  recession.  Worse, 
in  November  (the  latest  data  available)  plastic 
debt  shot  up  at  a  25%  annual  rate. 

What  about  mortgage  debt?  The  underlying 
trend  here  is  not  reassuring,  either.  Taking  advan- 
tage of  lower  rates,  consumers  refinanced  and 
reduced  their  monthly  payments.  But  they  have 
also  been  consuming  the  equity  in  their  homes. 
Mortgage  debt  accounted  for  just  28%  of  the  value 
of  the  nation's  homes  in  1984,  but  41%  by 
1992.  The  trend  continues. 

Already  there  are  the  first  signs  of  consumer 
strain,  as  any  merchant  this  Christmas  might 
have  told  you. 

Retail  sales  in  1994's  fourth  quarter  (over 
the  prior  quarter,  at  a  seasonally  adjusted  annual 
rate)  were  up  by  around  8%.  But  that  was  less 
than  the  growth  shown  in  the  same  quarter  in 
the  three  preceding  years.  December's  slow 
pace  picked  up  late  in  the  month,  but  thanks 
only  to  heavy  discounting.  Consumer  durable 
goods,  thanks  to  strong  auto  sales  of  late,  now 
account  for  over  40%  of  total  retail  spending. 
A  slowdown  in  autos  later  this  year  looks  in- 
creasingly likely. 


Two  ridiculous  proposals  on  foreign  labor 


Here  are  two  examples  of  silly  time-  and 
money-wasting  regulations  on  foreign  labor 
that  a  Republican  Congress  can  and  should 
stomp  on,  quick. 

Last  month  Robert  Reich's  Department  of 
Labor  imposed  tighter  rules  on  employing  for- 
eign professionals  in  the  U.S.  Every  year  up  to 
65,000  highly  qualified  workers  on  special 
Hl-B  visas  are  allowed  to  work  here  for  up  to 
six  years.  Companies  like  Microsoft,  Motorola 
and  Intel  rely  on  these  skilled  foreigners. 

But  now  the  Labor  Department  is  imposing 
masses  of  new  red  tape  (the  new  rules  cover  30 
pages  of  fine  print  in  the  Federal  Register) 
designed  to  discourage  hiring  Hl-B  workers. 
Says  James  Holt,  a  Washington  economist 
who  works  for  employers  on  labor  issues:  "The 
Labor  Department  bureaucracy  reflects  the 
view  of  organized  labor,  which  has  always  op- 
posed admitting  aliens  to  do  any  work."  Great 
policy,  restricting  the  flow  of  the  most  produc- 
tive human  capital  into  the  U.S. 

Then  there  is  Joseph  Duffey,  head  of  the 
United  States  Information  Agency.  Determined 
that  no  good  program  should  go  unpunished, 


Congress  told  him  last  year  to  regulate  the  au 
pair  cultural  exchange  program,  which  each 
year  allows  some  1 0,000  young  Europeans  aged 
18  to  26  to  come  to  the  U.S.,  live  with  Ameri- 
can families  and  help  look  after  the  kids.  They 
work  no  more  than  45  hours  a  week  and 
receive  SI  00  a  week  on  top  of  room,  board, 
transportation  and  health  insurance.  After  a 
year  they  return  home. 

The  au  pair  program  helps  young  foreigners 
learn  about  America,  and  is  great  for  two- 
income  American  families  with  young  kids  to 
mind.  But  L'SlA's  proposed  rules  would  strangle 
the  program  with  red  tape — for  example,  by 
banning  au  pairs  under  21  from  minding  chil- 
dren under  2,  forcing  up  the  weekly  stipend 
and  making  host  families  attend  regular  semi- 
nars on  "•cross-cultural  issues"  and  child  care. 
Duffey's  proposed  rules  would  add  one-third  to 
today's  SI  0,000  a  year  cost  of  hosting  an 
au  pair. 

Faced  with  mounting  protests  from  hard- 
pressed  parents,  Duffey  is  retreating  on  some 
proposals,  pushing  ahead  on  others.  The  new 
Congress  should  turn  his  retreat  into  a  rout.  ■■ 
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Higher  interest  rates  seem  to  be  doing  their  thir 
December  housing  starts  were  down  4%  below  th 
December  1993  level.  Retail  sales  in  December  were  a 
down  slightly  from  November.  Dean  Witter  chief  ecor 
mist  Joseph  Carson  says  that  although  consumer  goc 
and  housing  seem  to  be  slipping,  capital  spending  a 
increased  exports  will  take  up  the  slack.  According 
Carson,  such  a  transition  typically  marks  the  midpoint 
an  expansion  cycle.  He  thinks  that  low  inflation  will  h< 
the  economy  grow  2.5%  to  3%  this  year. 


Other  key  rates 

Prime  rate 

Auto  sales  year  to  date  vs  1993' 

Index  of  leading  indicators  Nov  vs  Oct 

Trade  balance2 12  months  ended  Nov  1994 

All-commodity  producer  price  index1  Dec  vs  Nov 

GDP  3rd  quarter  vs  2nd — annualized  growth 

M2'  (3-month  change) — annualized  growth 


Source 

Chase  Manhattan  Bank 
Ward's  Automotive 
Dept  of  Commerce 
Dept  of  Commerce 
Dept  of  Labor 
Dept  of  Commerce 
Federal  Reserve 
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1  U.S. -based  manufacturers,  excludes  imports,  as  of  12/31/94. 2Total  goods  and  services.  Wholesale  gc 
4  Includes  Ml  (public  currency  and  checking  deposits)  plus  savings  accounts  and  money  market  fu 
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Index  components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  8  equally  weighted  elements:  The  cost  of 
services  relative  to  all  consumer  prices,  the  level  of  new 
orders  for  durable  goods  compared  with  manufacturers' 
inventories,  total  industrial  production,  new  housing 
starts,  personal  income,  new  claims  for  unemployment 
compensation,  total  retail  sales,  total  consumer 
installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  in  these  charts. 
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Industrial  production  index  (1987=100), 
seasonally  adjusted  (Federal  Reserve) 
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New  housing  starts  (thousands)  privately  owned, 
unadjusted  (Dept  of  Commerce) 
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Personal  income  (Sbillions)  wage  and  salary 
disbursements,  seasonally  adjusted  (Dept  of  Commerce) 
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Consumer  installment  credit  (Sbillions)  total, 
seasonally  adjusted  (Federal  Reserve) 
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We  have  the  edge  you  need  to 
stay  on  course  for  retirement. 


:^i 


® 


The  Principal  Edge! 

There  are  lots  of  ways  to 
reach  the  kind  of  retirement  you 
want.  But  which  financial  direction 
do  you  take?  How  do  you  stay 
on  course? 

The  Principal  Financial  Group®  has  all 
the  tools  you  need,  from  mutual  funds  to 
annuities,  life  insurance  to  IRA's.  And,  The 
Principal®  services  more  401  (k)  plans  than  any 
other  life  company. 

With  over  a  century  of  experience,  we  can  guide 
you  safely  and  securely  to  your  financial  destination. 
For  more  information,  call  1-800-986-EDGE(3343). 


the 


Your  edge  on  the  future!" 


Financial 
Group 


Produ 


ucts  and  services  offered  through  Principal  Mutual  Life  Insurance  Company  (The  Principal)  and  its  subsidiaries  Mutual  funds  distributed  through  Princor 
Financial  Services  Corporation,  a  registered  broker  dealer  (prospectus  available  upon  request).     ©1994  Principal  Mutual  Life  Ins.  Co.,  Des  Moines,  IA  50392-0150 
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Gertrude  Stein  Repertory  Theater 
SoHo,  Sen  York 


ire 


IN  NEW  YORK  CITY,  THE  POWER  OF  ART  IS  VAST  BUT  ITS  RESOURCES  ARE  LIMIT 
So  when  Cheryl  Faver  of  the  Gertrude  Stein  Repertory  Theater  dreamt  of  linking  dancers  and  a 
around         world,  she  came  to  IBM.  On  a  tiny  budget,  IBM's  Person  to  Person™  multimedia  conferei 


vare  turned  the  little  playhouse  into  an  international  performanee  space.  Now  the  artists  hold 
al  meetings  to  conceive  the  pieces,  then  choreograph  wire-frame  dancers  on  computer-generated 
infer)   Could  IBM  multimedia  enhance  your  performance?  Call  1  800  IBM-3333,  ext.  G100,  and  see. 


Solutions  for  a  small  planet1 


Forbes 


In  business  as  in  war,  victory  doesn't  necessarily  go 
to  the  biggest  battalions.  So  don't  snicker  when  we  report 
that  Ford  is  determined  to  be  bigger  worldwide  than  GM. 


(<You  know  what's 
in  my  heart 


By  Jerry  Flint 

"Ever  see  a  team  run  on  the  field 
saying,  'We  want  to  be  number  two, 
we  want  to  be  number  two'?"  Alex 
Trotman,  Ford  Motor  Co.'s  chairman, 
exhorted  his  executives,  nearly  2,000 
of  them,  gathered  in  Orlando,  Fla. 
from  around  the  world  in  November. 

The  crowd  got  the  point:  Being 
number  one  is  the  only  worthwhile 
goal.  Can  Ford,  with  worldwide  reve- 
nues of  close  to  $  1 30  billion,  really  be 
dreaming  of  overtaking  GM,  which 
last  year  beat  it  by  about  $25  billion? 
Forbes  asked  one  of  Ford's  highest- 
ranking  executives:  "Do  you  think 
you  can  beat  GM?"  He  replied  softly: 
"You  know  what's  in  my  heart." 

"Beat  GM"  is  not  something  Ford 
people  say  to  outsiders.  They  will  say, 
as  Trotman  does,  "We're  going  to  be 
the  world's  leading  auto  company." 

Ford  people  know  the  gap  is  huge 
and  has  existed  for  nearly  65  years, 
ever  since  old  Henry  Ford  stayed  too 
long  with  his  clunky  old  Model  T, 
w  liting  until  1927  to  retire  it.  They 
also  know  that  sheer  size  isn't  chic 
these  days.  The  modern  executive  is 
si  >sed  to  focus  on  the  bottom  line, 
noi  he  top  line.  Nevertheless,  the 
Fordlc  ill  '-I  at  Trotman  meant 

when  he  said  to  I  hem  in  an  emotional- 
ly charged  momem  "All  things  are 
ready  if  our  minds  be  so."  With  the 
briefest  pause  Trotman  added:  "Are 
you  ready;  h  rowd  roared  back: 
"Yes!" 

Given  the  history,  given  the  tradi- 
tional rivalry,  the  Ford  bo\  would  be 
less  than  human  if  they  didn't  feel 
driven  to  strive  toward  the  sales  cad  as 
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yell.  Old  Henry's  grandson,  Henry 
Ford  II,  and  a  team  of  brilliant  hot- 
;hots  tried  to  take  the  crown  back  in 
he  1950s.  But  the  "Big  Plan,"  as  it 
vas  called,  collapsed  in  humiliation 
vith  the  Edsel. 

GM  still  seems  impregnable,  outsell- 
ng  Ford  bv  over  1  million  cars  and 
rucks  in  the  U.S.,  where  its  capacity 
ind  marketing  strength  are  far  above 
:ord's.  Outside  North  America,  GM 
mtsells  Ford  by  up  to  500,000. 

But  that  1 -million-vehicle  gap  in 
he  U.S.,  though  enormous,  has  nar- 
owed.  Ford  trails  GM's  market  share 
lere  by  8  points.  In  the  1950s  the  car 
;ap  was  20  points.  Ford  cars  outsell 
Chevrolet  cars  regularly.  Lincoln  has 
.  shot  at  catching  Cadillac  this  year. 


Ford's  biggest  weakness  is  an  an- 
cient one:  gm's  Buick,  Oldsmobilc 
and  Pontiac  overwhelmed  Ford's 
Mercury  by  1 .2  million  cars  last  year. 

Ford's  strongest  lines  are  its  trucks, 
meaning  pickups,  utility  vehicles  and 
vans.  Ford  trucks  almost  match  the 
U.S.  sales  of  Chevy  and  GMC  trucks 
combined,  and  worldwide  Ford  out- 
sells GM  in  trucks. 

If  in  trucks,  why  not  in  cars?  Ford 
Explorer  capacitv  is  being  increased  to 
450,000  from  300,000,  and  a  bigger 
utility  vehicle  will  be  in  production  in 
two  years.  That  means  Ford  can  create 
a  utility  vehicle  for  Lincoln  and  maybe 
Mercury  or  Jaguar. 

For  a  new  division,  Ford  officials 
say  they  are  likely  to  expand  the  Jag- 
uar franchise.  Today  Jaguar  sells 
15,000  cars  in  the  U.S.  Ford's  top 
officials  can  see  a  hill  line  of  Jaguars, 
including  smaller,  medium-priced 
cars,  selling  50,000  to  100,000  units 
a  year.  It  could  be,  in  effect,  a  third 
division  to  help  battle  gm's  seven. 

To  maintain  strength  at  the  bottom 
of  the  market,  Ford  people  are  think- 
ing of  a  smaller,  lower-priced  car, 
something  like  the  short  "city"  cars 
being  created  in  Europe. 

Ford  thinking  is  that  those  seven 
divisions  are  more  than  GM  can  sup- 
port effectively.  They  doubt  whether 
GM  can  create  enough  product  to 
support  all  of  its  vehicle  divisions.  If 
they  are  correct,  it  means  that  new 

Ford  Chairman  Alex  Trotman 
(right)  and  President  Ed  Hagen- 
locker  at  the  Detroit  auto  show 
Showing  off  the  cars  they 
hope  will  help  make  the 
company  number  one  again. 


Ford  designs,  like  the  1996  Taurus 
and  Sable,  will  be  selling  against  some 
old  GM  designs  for  years  to  come. 

Abroad,  Ford  has  a  tougher  job. 
Almost  a  decade  ago  Ford  was  equal 
to  or  better  than  GM  in  overseas  sales. 

What  happened?  In  Europe  it  was 
revolving-door  leadership,  mediocre 
product  and  the  long  recession  in 
Britain,  Ford's  major  market.  In  Latin 
America,  a  now-being-dissolved 
merger  with  Volkswagen  did  the 
damage.  Meanwhile,  GM's  most  ag- 
gressive manager,  Lou  Hughes 
(Forrks,  Oct.  24,  1994),  now  head  of 
all  GM  international  operations,  im- 
proved product,  cut  costs  and  gained 
market  share.  GM  went  from  losing 
money  abroad  in  the  mid-1980s  to  a 
$1.6  billion  overseas  profit  in  1993, 
while  Ford  sank  to  a  $542  million  loss 
in  1993  from  almost  $2  billion  in 
overseas  profits  in  1988  and  1989. 

Ford  says  new  product  is  coming  in 
Europe  and  Latin  America.  It  is  push- 
ing hard  for  footholds  in  China,  India 
and  Southeast  Asia.  It  announced  a 
vehicle  production  plant  for  Poland — 
its  first  in  Eastern  Europe. 

A  near  decade  of  superior  profit- 
ability has  put  Ford  ahead  of  GM  in 
financial  strength.  In  1986  Ford  sur- 
passed GM  in  net  profit  after  lagging  in 
that  department  for  decades  and  has 
stayed  ahead  since  then  in  every  year 
but  one.  So  Ford  is  brimming  with 
cash.  At  the  end  of  September  1994, 
Ford's  cash  and  marketable  securities 
minus  its  debt  was  $7  billion,  while 
gm's  was  $1.6  billion,  gm  has  been 
penalized  and  still  is  by  manufactur- 


William,  Benson 
and  Henry  Ford  II— 
in  a  1957  Edsel 
The  car  bombed 
and  crushed  Ford's 
plan  to  beat  GM. 
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Ford  versus  GM 

ing  costs,  which  arc  considerably 
higher  than  Ford's. 

The  heart  of  Ford's  leadership 
dream  is  its  reorganization,  called 
Ford  2000.  In  an  era  when  many 
companies  are  decentralizing,  Ford  is 
going  in  the  opposite  direction,  de- 
termined to  get  the  economies  of 
scale  achievable  from  offering  local 
variations  on  a  few  international  plat- 
forms rather  than  offering  completely 
different  cars  for  different  markets. 
Ford's  European  people  will  design 
smaller  cars  and  its  American  factories 
will  build  variations  of  those  designs. 
Ford  U.S.  studios  will  concentrate  on 
larger  vehicles.  Common  engines  will 
be  spread  across  continents.  Besides 
saving  money,  it  is  hoped  this  product 
simplification  will  reduce  bureaucracy 
and,  most  important,  speed  up  prod- 
uct creation  and  open  the  way  for 
more  product  variation. 

Ford  is  betting  a  great  deal  on  its 
one-world  strategy.  It  might  not 
work.  It  just  might  be  faster  and  less 
costly  to  create  different  products  for 
markets  that  are  quite  different,  like 


GM  pulled  ahead  of  Ford  in 
1927  when  old  Henry  Ford 
kept  his  Model  T  too  long. 


the  U.S.  and  Europe.  If  Ford  is 
wrong,  Ford  2000  could  be  a  debacle 
greater  than  Edsel. 

Meanwhile,  GM  will  not  be  stand- 
ing still.  Its  North  American  opera- 
tions are  profitable  again,  its  market 
share  decline  seems  to  have  leveled 
off,  and  GM,  showing  some  of  the  old 
muscle,  is  launching  an  extremely 
strong  line  of  utility  vehicles.  GM  pro- 
ductivity, below  Ford's  today,  im- 
proves with  each  new  model  launch. 
GM  still  is  Goliath,  but  Goliath  has 
shed  a  lot  of  the  flab  that  made  it  such 
an  easy  target  for  a  while. 

Does  it  really  matter  it' Ford  beats 
GM?  Does  it  matter  who  is  biggest? 
The  answer  to  that  question  is  com- 
plex. In  ■  •  way  it  doesn't  matter; 
profits  arc  .  aat  build  corporate  sin- 
ew. But  aimi  ig  to  become  number 
one  gives  Ford  people  something  to 
get  fired  i!->  about.  And,  as  Napoleon 
once  said, .  \  tie  is  three-quarters  of 
the  game.  m 
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As  big  investors  flee  Mexico's  financial  markets, 
businessmen  from  all  over  flock  to  the  border  to  book 
more  space  in  Jaime  Bermudez's  maquiladora  parks. 

The  flip  side 
of  devaluation 


By  Christopher  Palmeri 

While  Mexico's  financial  crisis 
makes  headlines  around  the  globe,  a 
big  part  of  Mexico's  manufacturing 
economy  is  already  adjusting. 

For  example:  On  a  sunny  Friday 
afternoon  in  mid-January,  a  group  of 
Taiwanese  clients  visited  the  head- 
quarters of  Grupo  Bermudez  in  Ciu- 
dad  Juarez,  the  border  city  just  across 
the  river  from  El  Paso.  Grupo  Bermu- 
dez is  Mexico's  largest  developer  of 
maquiladoras.  Bermudez  is  the  force 
behind  many  of  those  duty-free  as- 
sembly plants  that  line  the  U.S. /Mex- 
ico border  from  Tijuana  to  Matamo- 
ros  and  currently  employ  nearly 
600,000  workers. 

The  Taiwanese  were  smiling,  and 
with  good  reason.  Despite  the  bat- 
tered peso,  they  were  very  pleased 
with  their  maquiladora  deal.  Their 
company,  Great  City  Industrial,  sells 
plastic  cabinets  for  personal  computer 
monitors  to  Philips  N.V.  They  had 
already  decided  to  move  part  of  their 
production  from  Taiwan  to  a  Grupo 
Bermudez  maquiladora  in  Juarez  so 
as  to  be  closer  to  Philips'  plant  there. 
With  the  peso's  devaluation,  they 
were  getting  a  bonus:  The  average 
maquiladora  worker's  wage  is  expect- 
ed to  drop  from  $2.50  an  hour  to  $2 
an  hour — less  than  half  the  average 
manufacturing  wage  back  in  Taipei, 
according  to  Ciemex-Wefa,  consul- 
tants based  in  Bala  Cynwyd,  Pa. 

Grupo  Bermudez  founder  Jaime 
Bermudez  expects  the  weak  peso  will 
generate  a  new  wave  of  investment  in 
the  maquiladoras  as  manufacturers 
struggle  to  cut  production  costs.  "To 
be  competitive  in  the  world  market, 
you  need  cheap  labor,"  says  Bermu- 


dez. "This  is  a  fact." 

Currently  some  2,200  compani 
have  maquiladora  operations.  Ma 
of  these  are  well-known  multinatior 
companies — Sony,  Johnson  &  Joh 
son,  General  Electric,  Siemens,  Ge 
eral  Motors  among  them. 

Zenith  Electronics,  for  examp! 
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Grupo  Bermudez 
Chairman 
Jaime  Bermudez 
with  sons  Sergio  (left) 
andUaime  Jr. 
Some  people 
have  predicted 
that  Mexico's 
maquiladora 
assembly  plants 
would  fade  away 
after  Nafta. 
Instead,  they 
have  been  given 
new  life. 
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already  assembles  in  Mexico  all  of  the 
3  million  TV  sets  it  sells  per  year.  It  is 
about  to  start  making  picture  tubes 
for  projection  televisions  in  Mexico. 
The  company  hopes  to  sell  them  to 
Asian  setmakers  manufacturing  there. 
Because  Zenith's  17,000  Mexican 
workers  are  paid  in  pesos,  the  compa- 
ny expects  savings  in  the  tens  of  mil- 
lions from  the  devaluation. 

Bermudez  thinks  that  the  big  mul- 
tinationals, his  biggest  customers,  will 
be  joined  in  increasing  numbers  by 
smaller  companies  seeking  to  make 
their  products  more  competitive  and 
to  get  closer  to  the  operations  of  the 
big  companies  who  are  often  their 
customers.  The  Taiwanese  plastic 
company  was  an  example  of  what  he 
has  in  mind.  Says  son  Jaime  Bermu- 
dez Jr.:  "With  just-in-time  inventory, 
suppliers  are  being  told  they  have  to 
be  near  the  plants." 

Maquiladoras  operate  on  a  simple 
principle:  You  can  ship  your  raw  ma- 
terials and  parts  from  the   U.S.  to 


Mexico,  where  they  will  be  processed 
by  low-cost  Mexican  labor  and  re- 
turned to  the  U.S.  as  finished  or 
semifinished  products,  paying  cus- 
toms duties  only  on  the  non-U. S. 
portion  of  the  product.  For  Mexico  it 
is  a  way  of  earning  foreign  exchange  by 
exporting  labor  without  exporting  la- 
borers. For  poor  Mexicans  it  is  a  way  of 
making  a  decent  living  without  having 
to  brave  U.S.  border  patrols.  For  U.S. 
manufacturers  it  is  a  way  to  stay  world 
competitive  without  having  to  move 
their  entire  operations  abroad. 

Under  Nafta's  rules  of  origin,  man- 
ufacturers are  encouraged  to  source 
more  of  their  product  in  North  Amer- 
ica. Many  firms  will  still  have  to  pay 
customs  duties  on  components  im- 
ported from  outside  the  continent. 
But  they  can  now  manufacture  in 
Mexico  and  ship  to  the  U.S.  and 
Canada  without  paying  duties  on  the 
non-U. S.  portion  if  enough  of  the 
components  originate  in  North 
America,  according  to  Luis  Garcia, 


head  of  kpmg  Peat  Marwick's  Nafta 
Center  in  Mexico  City. 

"There  is  a  tremendous  opportuni- 
ty for  U.S.  suppliers  to  get  a  piece  of 
[North  American]  markets  now  con- 
trolled by  Asian  countries,"  says 
Jaime  Bermudez. 

The  Bermudez  family  were  pio- 
neers in  creating  this  thriving  border 
industry.  Jaime's  uncle  Antonio,  a 
former  director  of  Mexico's  state  oil 
company,  Pemex,  commissioned  the 
now  famous  Arthur  D.  Little  study 
that  proposed  the  maquiladora  in- 
dustry in  1964.  Jaime  leveraged  his 
small  construction  company  to  build 
what  is  now  Mexico's  largest  maqui- 
ladora,  the  430-acre  Antonio  J.  Ber- 
mudez Industrial  Park  in  Juarez. 
Since  breaking  ground  on  that  park  in 
1967,  Grupo  Bermudez  has  built 
more  than  14  million  square  feet  of 
maquiladoras.  On  new  five-year 
leases,  their  space  rents  for  around  $5 
a  square  foot  per  year. 

Peso  devaluation,  no  matter  how 
painful  for  many  Mexicans,  always 
helps  the  maquiladoras.  On  the  eve  of 
the  1982  devaluation,  maquiladora 
employment  stood  at  1 10,000.  As  the 
peso  slid  in  the  mid-1980s,  employ- 
ment grew  to  300,000.  By  last  year 
the  figure  hovered  near  600,000. 

As  38 -year-old  Sergio  Bermudez, 
another  of  Jaime's  sons,  drives  a  visi- 
tor around  Juarez  in  his  new  Ford 
Explorer,  he  talks  excitedly  about 
plans  for  new  maquiladora  plants, 
houses,  golf  courses,  shopping  cen- 
ters— "a  whole  new  city"  built  on 
Bermudez  acreage. 

While  Sergio  runs  the  family's  real 
estate  development  arm,  brother 
Jaime  Jr.,  45,  has  taken  the  family 
directly  into  manufacturing  by  run- 
ning three  small  plants  that  contract 
out  to  larger  maquiladora  operators. 
Workers  at  one  Bermudez  plant  crank 
out  small  coffeemakers  for  Melitta,  a 
German  company  trying  to  get  a  big- 
ger piece  of  the  U.S.  coffee  market. 

A  visitor  to  this  facility  feels  as  if  he 
were  in  a  true  global  village.  Mexican 
workers  use  Japanese  and  U.S.  injec- 
tion molding  machines,  U.S. -made 
plastic  resins  from  Amoco,  Huntsman 
Chemical  and  GE,  and  warming  plates 
made  in  China.  Another  Bermudez 
plant  makes  metal  stampings  for  TV 
set  makers  Toshiba,  Thomson  and 
Philips — global  competitors  all.      H 
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Indexing  of  the  prices  of  capital  assets  makes  sense. 
Enacting  and  implementing  an  indexing  law 
could  be  a  nightmare. 

The  impossible 
reform 


By  Laura  Saunders 

One  of  the  great  injustices  of  the  tax 
code  is  that  people  pay  taxes  on  phan- 
tom gains  due  to  inflation.  If  you  buy 
stock  for  $10,000  in  1970  and  sell  it 
in  1995  for  $40,000,  after  the  general 
price  level  has  quadrupled,  you  have 
only  broken  even.  But  you  will  have  to 
report  a  $30,000  capital  gain. 

One  of  the  crusaders  for 
reform  of  this  injustice  is 
Representative  Bill  Ar- 
cher (R-Tex.).  Since 
the  mid-1970s  Archer 
has  submitted  bills  to  index  the 
prices  of  capital  assets  for  inflation.  He 
put  indexing  into  the  House  Republi- 
cans platform.  And  as  the  new  chair- 
man of  the  House  Ways  &  Means 
Committee,  Archer  can  help  see  that 
they  do.  "He  believes  indexing  is  the 
right  thing  to  do,  and  is  committed  to 
it,'1  says  a  spokesman. 

But  whatever  Congress  does  about 
capital  gains,  don't  hold  your  breath 
waiting  for  indexing.  We  predict  these 
provisions  won't  pass  the  full  Con- 
gress, at  least  in  their  current  form, 
but  will  succumb  to  what  you  might 
call  technicalities. 

The  first  technicality  is  obvious. 
Indexing  makes  life  hellishly  complex 
for  people  filling  out  tax  returns.  Bad 
enough  that  you  have  to  calculate  an 
inflation  adjustment  for  the  purchase 
price  of  your  house.  But  say  you  also 
add  a  room,  a  driveway  and  central 
air-conditioning,  each  in  a  different 
year.  Under  present  law  you  add  up 
the  total  cost  and  make  that  the  tax 
basis  of  your  home. 

Indexing  turns  this  relatively  simple 
task  into  something  only  a  mathema- 
tician could  love:  Each  improvement 
would  have  a  different  inflation  ad- 
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justment,  depending  on  the  year  it 
was  made. 

And  what  if  you  reinvest  dividends 
in  a  balanced  mutual  fund,  which 
mixes  indexed  assets  (stocks)  with 
assets  that  aren't  indexed  (bonds)? 
You'll  need  a  full-time  accountant  to 
get  it  all  straight. 


"Taxpayers  are  notorious  for  not 
understanding  [cost]  basis  as  it  is, 
without  requiring  a  set  of  extra  com- 
putations," says  Thomas  Ochsen- 
schlager,  a  CPA  at  Grant  Thornton. 

Proponents  may  talk  their  way 
around  the  complexity  issue.  But  the 
other  technicality  is  a  huge  problem. 
It's  that  Archer's  indexing  is  asym- 
metric: It  indexes  assets  but  not  debt. 
Because  of  that,  it  would  be  possible 
for  investors  to  borrow  money  and 
deduct  the  interest  cost  fully,  while 


investing  the  proceeds  in  indexed  ; 
sets  and  paying  tax  only  on  real  gaii 
This  could  lead  to  an  epidemic 
speculative  borrowing. 

Given  the  creativity  of  our  financ 
industry,  this  would  certainly  open  i 
new  tax  shelters  for  both  corporatio 
and  individuals.  Here's  the  kind 
thing  Wall  Street  would  peddle: 

Acme  Co.  borrows  $1  million 
10%  for  a  year,  and  fully  deducts  tl 
interest  of  $100,000.  Then  it  invej 
the  $1  million  in  a  basket  of  s&P  5( 
stocks.  It  eliminates  market  risk  I 
selling  the  basket  in  a  forward  transa 
tion  one  year  out,  at  a  price  i 
$1,070,000,  and  counting  c 
$30,000  in  dividends. 

Then  assume  there  is  5%  inflatio 
When  the  transaction  is  over,  on 
$20,000  of  the  $70,000  nominal  ga 
is  taxable,  even  though  all  of  tl 
$100,000  interest  cost  was  deduc 
ible.  Given  a  tax  rate  of  35%  on  bol 
the  $20,000  gain  and  the  $30,000  i 
dividends,  Acme  would  net  $17,5C 
with  no  risk.  But  it  has  added  n 
capital  to  the  economy  and  created  n 
jobs  with  this  shenanigan. 

Couldn't  Congress  outlaw  inde: 
ing  with  hedged  transactions,  muc. 
as  it  has  outlawed  similar  manipul;! 
tions  of  the  interest  deduction?  Prol 
ably,  but  in  this  case  the  antiabu; 
rules  would  entangle  investors  i 
complex  dollar  tracing,  says  Robe 
Willens,  a  CPA  at  Lehman  Brother 
Dollar  tracing  is  hard  to  do  because  a 
dollars  look  alike.  Yet  somehow  tb 
taxpayer  and  the  Internal  Revent 
Service  would  have  to  agree  o 
whether  it  was  the  dollars  from  th 
loan  or  the  dollars  from  that  asset  sah 
that  financed  this  new  indexed  asset 

And  so,  commendable  as  indexin 
is,  it's  a  fair  bet  that  Archer  will  have  t 
compromise  on  his  long-sought  goa 
probably  when  the  tax  bill  reaches  th 
Senate.  There  might  be  rough  justic 
in  denying  investors  indexing  but  gi\ 
ing  them  a  more  generous  exclusio 
of  capital  gains  from  tax.  Currentl 
the  Republicans  are  talking  about  e> 
eluding  50%  of  long-term  gains.  The 
could  compromise  by  raising  the  ex 
elusion  to  60%  and  skipping  the  in 
dexing  of  asset  prices.  Since  the  re: 
goal  of  reducing  capital  gains  taxes  i 
to  encourage  job-creating  invest 
ments,  maybe  this  is  the  smartest  wa 
to  go.  ■ 
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J  Replacing  Teddy  Kennedy  as  head  of  the  Senate 
1  Labor  &  Human  Resources  Committee  is  a  quiet 
Republican  who  plans  to  gore  some  very  sacred  cows. 


'  noo 


Reformer 


By  Janet  Novack 
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t  For  years  Kansas  Republican  Senator 
ancv  Kassebaum  has  been  a  relent- 
less critic  of  federal  job  training,  a 
mishmash  of  163  federal  programs 
costing  over  S20  billion  a  year  and 
much  beloved  by  Clinton  sidekick 
Labor  Secretary  Robert  Reich. 
But  this  criticism  from  a  member  of 
e  minority  party  was  just  water  off 
e  duck's  back  for  the  reigning  Dem- 
fotlocrats.  Last  year,  when  Senator  Ed- 
ward Kennedv  still  headed  the  Senate 
Labor  &  Human  Resources  Commit- 
"tee,  Kassebaum  proposed  a  bill  clos- 
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ing  down  all  existing  training  pro- 
grams after  two  years  and  looking  for 
programs  that  might  work.  The  Dem- 
ocrats quickly  squashed  that  sensible 
idea.  But  now  Kenned}'  is  in  the  mi- 
nority and  Kassebaum  is  head  of  the 
committee. 

Thus  when  Republicans  start  pro- 
posing budget  cuts  to  pay  for  tax  cuts, 
Kassebaum  will  have  some  powerful 
suggestions.  "Everyone  agrees  there 
are  real  problems  in  job  training," 
says  Kassebaum.  "But  we  give  time  to 
some  hearings,  add  another  program 


and  think  we've  fixed  it."  No  more, 
she  vows. 

One  program  almost  certain  to  be 
curtailed  is  the  $l.l-billion-a-year 
Job  Corps.  A  favorite  of  Reich's,  this 
program  is  supposed  to  teach  poor 
16-  to  24-year-olds  job  skills  and 
discipline  while  they  live  and  eat  in 
government-paid  dormitories.  Cost: 
$23,000  per  participant  per  year. 

Labor  Secretary  Reich  and  other 
friends  of  Job  Corps  claim  the  pro- 
gram is  a  big  success.  But  Kassebaum 
and  her  staff  have  investigated  Job 
Corps  centers  and  found  routine  oc- 
currences like  "blanket  parties,"  in 
which  newcomers  are  beaten  in  their 
beds.  At  some  centers,  nearly  50%  of 
the  participants  drop  out  within  90 
days,  some  to  escape  the  violence. 

The  bureaucracy,  of  course,  puts 
the  best  possible  face  on  the  multi- 
billion-dollar  job  training  disaster. 
For  example,  the  Labor  Department 
counts  a  Job  Corps  graduate  as  suc- 
cessfully "placed"  once  he  or  she  has 
worked  a  job  for  20  hours,  even  if  the 


Nancy  Landon 
Kassebaum, 
Chairman  of  the 
Senate  Labor  & 
Human  Resources 
Committee 
Neither  knee- 
jerk  liberal 
nor  flaming 
conservative, 
she  intends  to  get 
the  federal 
government  out 
of  the  welfare 
business. 
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graduate  quits  after  21  hours.  Kasse 
baum  says  Job  Corps  and  other  train 
ing  program  participants  often  simply 
cycle  through  one  expensive  training 
program  after  another.  One  former 
welfare  recipient  told  Kassebaum's 
committee  how  she  went  through 
seven  job  training  programs  over  10 
years  before  she  got  what  she  really 
needed:  basic  math  and  reading  skills. 

In  her  quiet  way,  Kassebaum  has 
strong  views  on  welfare.  Last  year  she 
advocated  ending  all  federal  funding 
for  it  and  for  food  stamps  and  another 
food  program  as  well.  Together  these 
account  for  nearly  $50  billion  a  year  in 
spending.  Each  state  would  have  to 
create  its  own  program,  according  to 
its  means  and  the  wishes  of  its  voters. 
But  Kassebaum  isn't  just  out  to  save 
money.  She  firmly  believes — as  do 
many  welfare  scholars — that  helping 
the  needy  can  be  done  more  efficient- 
ly and  more  compassionately  by  local 
governments.  Says  Kassebaum:  "I 
just  don't  believe  we  can  reform  wel- 
fare from  here  [Washington]." 

In  return,  the  federal  government 
would  pick  up  from  the  states  full 
responsibility  for  funding  and  manag- 
ing the  federal/state  Medicaid  pro- 
gram, or  at  least  the  part  of  it  that 
serves  the  elderly  and  disabled.  Mak- 
ing Medicaid  a  federal  responsibility 
would  go  a  long  way  toward  solving 
current  practice,  whereby  Congress 
has  piled  expensive  mandates  on  the 
states,  while  the  states  have  used  loop- 
holes to  milk  extra  Medicaid  money 
from  Uncle  Sam. 

Is  Kassebaum  tough  enough  to  re- 
sist the  inevitable  pressures  from  the 
media  and  from  the  welfare  constitu- 
ency when  they  drench  the  country 
with  warnings  of  starvation,  infant 
mortality  and  the  rest?  Count  on  it. 
First  elected  to  the  U.S.  Senate  in 
1978,  Nancy  Landon  Kassebaum,  62, 
comes  from  a  distinguished  political 
family.  Her  father,  Alf  Landon,  ran 
against  Franklin  D.  Roosevelt  for 
president  in  1936,  and  she  is  steeped 
in  prairie  political  lore.  Nor  is  she  a 
flaming  conservative.  It  irks  her  that 
so  man}'  businessmen  come  to  Wash- 
ington to  support  job  training  pro- 
grams whei  she  knows  full  well  they 
are  just  looking  t<  the  government  to 
soften  the  impact  layofi .  they  are 
making.  She  is  well  a  ire  that  hypoc- 
risy is  no  monopoly  of  the  left.       Hi 
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Overseas  Chinese  business  people  tend  to  keep  powei 
within  the  family.  The  Liem  family  of  Indonesia 
are  an  exception— and  very  happy  that  they  are. 

First  Pacific's 


pearls 


By  Andrew  Tanzer 
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Liem  Sioe  Liong  (Salim)  of  Indonesia's  Salim  Group 
Outsiders  may  apply. 


For  all  their  moneymaking  abilities, 
the  ethnic  Chinese  business  clans  have 
a  major  weakness.  They  jealously  keep 
decision-making  within  the  family. 
Only  by  marriage  into  the  patriarch's 
clan  can  a  nonfamily  employee  ac- 
quire real  power  within  the  group 
(Forbes,  July  18,  1994).  This  reluc- 
tance to  share  power  or  wealth  limits 
the  ability  of  many  Chinese-owned 
businesses  to  grow  and  assures  that 
many  will  suffer  under  inept  heirs. 

Indonesian  multibillionaire  Liem 
Sioe  Liong  is  a  glaring  exception  to 
the  rule.  The  Indonesian  surname  of 


the  Liem  family's  Chine 
name  is  Salim.  Based  in  J 
karta,  Liem/Salim's  ma 
business,  Salim  Group,  h 
holdings  in  everythii 
from  cement  to  noodles 

In  the  late  1970s  Lierr 
Salim  encouraged  his  so 
Anthony  Salim,  to  recn 
nonfamily  talent.  Anthoi 
Salim  approached  Mam 
Pangilinan,  a  young  inve; 
ment  banker  then  workin 
for  American  Express  Bai 
in  Hong  Kong.  Pangilin; 
was  a  Filipino  who  was  edl 
cated  in  Jesuit  schools  befo 
receiving  an  M.BA.  fro 
Wharton  in  1968.  Wou 
Pangilinan  set  up  a  Hoi 
Kong- based  investment  ar 
for  the  Liem  family?  F 
would. 

In  1981,  at  age  35,  Pa: 
gilinan  acquired  for  tl 
Liem/Salims  a  tiny  Hoi 
Kong  finance  company  f 
$1.5  million.  From  tl" 
seed  has  sprouted  Hoi 
Kong-based  First  Pacific  Co.  Ltd., ; 
emerging  trans-Asia  conglomera 
that  probably  earned  over  $120  m: 
lion  after  taxes  in  1994,  on  sales  j 
about  $3.5  billion. 

Shy  and  soft-spoken,  Pangilina 
now  48,  admits  he  built  First  Pacific  I 
trial  and  error.  "Some  acquisitions  we 
mistakes  of  buying  small  compani 
with  no  strong  market  positions,"  1 
says.  "We've  dumped  ten  compani' 
the  last  few  years."  Out  went  busines 
es  like  California's  Hibernia  Bank,  r< 
tailing  in  Hong  Kong,  securities  bn 
kerage  and  coffee  trading  units. 
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Are  partnership  is  powered  by  the  atten- 


"  jiItion  to  our  customers  present  ana  nature 

<%  needs  that  cements  solid,  long-term  relation- 
Aifl 

i,  ffa 
■  Hot  mips.    ^K  By  anticipating  tne  demands  or  tomorrow, 


kvhile  meeting  those  or  today,  we  can  work  together  to  ere 
jjkte  custom-tailored  risk  management  products  and 
lolutions  that  yield  superior  results  in 


" ;.    ,  ireas  like  cost  management  and  customer  service,  (fir)  As 


■:.:;-■ 


member  of  The  Worldwide  Zurich  Insurance  Group, 
!  ve  provide  extensive  financial  strength,  and  offer  long-term 
ctive  partnership  to  you.  For  more  information,  contact 


',:.■- 
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jjje'a  'our  agent  or  broker,  or  call   1-800-382-2150  today. 


A  MEMBER  OF  THE  WORLDWIDE   \^H  ZURICH  INSURANCE  GROUP 

61994  ZURICH  INSURANCE  COMPANY 


ZURICH-AMERICAN 

INSURANCE  GROUP 


A  trans-Asian  conglomerate 


First  Pacific  Managing  Director  Manuel  Pangilinan 

On  his  string  of  pearls:  companies  with  strong  positions  in  high-growth  economies. 


What's  left  is  what  Pangilinan  calls 
"a  string  of  pearls."  The  strategy  that 
has  emerged  from  Pangilinan's  early 
experiments  is  a  coherent  one:  Invest 
in  products  and  services  with  strong 
or  dominant  market  positions  in 
high-growth  Asia-Pacific  economies. 

In  Thailand,  for  instance,  First  Pacif- 
ic's Berli  Jucker  subsidiary  is  the  leading 
supplier  of  glass  bottles  to  die  country's 
rapidly  expanding  beer  and  soft  drink 
industries.  In  Indonesia,  First  Pacific  is 
the  41%  owner  of  Darya -Varia  Labora- 
toria,  a  leading  pharmaceutical  distrib- 
utor. Pangilinan  explains  the  appeal  of 
drugs:  "In  Indonesia  there  is  one  doc- 
tor per  11,000  people.  If  you  get  sick, 
you  go  to  the  pharmacy." 

The  largest  holding  in  First  Pacific's 
distribution  division  is  Hagemeyer,  an 
early  acquisition  that  still  accounts  for 
60%  of  First  Pacific's  revenues.  Based 
and  publicly  traded  in  Amsterdam,  this 
century-old  trading  company  is  in  a 
hodgepodge  of  businesses.  It  distrib- 
utes European  gourmet  foods  in  the 
U.S.,  electrotechnical  :  >mponents 
such  as  switches  in  Europe,  Moulinex 
electronics  in  Europe  and  j\sia  and  GE 


appliances  in  Australia.  Last  year  Hage- 
meyer merged  its  Asian  agencies  with 
those  of  Swiss  billionaire  Stephan 
Schmidheiny's  Cosa  Liebermann, 
which  markets  Bally  accessories  and 
Puma  sporting  goods  in  Japan. 

Through  its  First  Pacific  Davies  real 
estate  unit,  First  Pacific  is  probably 


Pangilinan  explains  the 
appeal  of  drugs:  "In  Indonesia 
there  is  one  doctor  per 
11,000  people.  If  you  get  sick, 
you  go  to  the  pharmacy." 


the  leading  independent  property 
management  firm  in  Asia,  with  110 
million  square  feet  of  office,  residen- 
tial and  commercial  space  under  man- 
agement. In  early  January  a  consor- 
tium led  by  First  Pacific's  60%-owned 
Philippine  subsidiary,  Metro  Pacific, 
won  the  rights  to  redevelop  a  535- 
acre  former  military  camp  in  down- 


town Manila  with  a  $1 .6  billion  bid 

First  Pacific's  youngest  but  higl 
est-growth  business  is  telecommun 
cations — Pangilinan    says    the    div 
sion's  share  of  profits  should  rise  froi  j 
16%  in  1993  to  over  30%  by  1996.  Ii 
Pacific  Link  Communications  is  thl 
third  largest  of  Hong  Kong's  fov 
cellular  operators,  with  82,000  sub| 
scribers,  and  is  highly  profitable. 

In  1993  Philippine  President  Fid< 
Ramos  deregulated  his  country's  tekl 
communications  industry.  Small 
Communications,  33%  owned  bl 
First  Pacific,  received  the  first  of  threl 
new  cellular  licenses  covering  the  erl 
tire  country,  as  well  as  licenses  fcl 
paging  services  and  rights  to  develop 
wireline  phone  system.  In  a  countrl 
with  only  2  phone  lines  per  100  popi;l 
lation  (versus  14  per  100  in  Malaysil 
and  40  in  Taiwan),  Smart  Comm  hul 
signed  up  38,000  cellular  subscribeil 
since  launching  full-scale  service  thj 
past  August,  and  is  adding  nearly  30 
customers  a  day.  "Wireless,"  sayj 
Thomas  Yasuda,  an  executive  directcl 
of  First  Pacific,  "is  the  way  to  get  a  dial 
tone  to  the  masses  in  the  fastest  an{ 
most  cost-effective  possible  way." 

In  January  Japan's  Nippon  Tele] 
graph  &  Telephone  Corp.  acquired 
15%  stake  in  Smart  for  $123  milliorl 
valuing  the  company  at  $820  million! 
nearly  20  times  First  Pacific's  and  ill 
Philippine  partner's  investment  in  thj 
company  to  date. 

First  Pacific  stock  is  traded  in  Hon  J 
Kong  and  through  American  Deposi I 
tary  Receipts  in  New  York.  The  stoc  j 
has  so  far  bucked  the  downtrend  iJ 
the  emerging  Asian  markets  and  thj 
collapse  of  the  Hong  Kong  market:  1 
rose  34%  last  year  against  a  32%  dq 
cline  in  the  Hang  Seng  index.  At 
recent  price  of  HK$4.67  (60  U.<| 
cents)  a  share,  First  Pacific  commof 
was  trading  at  under  eight  times  proj 
jected  1995  earnings,  according  fjj 
S.G.  Warburg  Securities'  analy<| 
Kam-ming  Wong. 

"The  Salims  are  unique,"  says  Panl 
gilinan.  "They  are  one  of  the  fe\| 
Chinese  groups  that's  recognized  th 
distinction  between  ownership  anij 
management."    And    profitably    sc 
Their  35%  holding  in  First  Pacific  i 
currently  worth  $400  million,  an| 
Manny   Pangilinan   is   considered 
member-in-very-good-standing      c| 
the  extended  Liem/Salim  family. 
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Now  There's  A  Point  Where 

Come  logetner. 


Introducing  The  All-! 


icing 
ectB 


The  Perfect  Balance  Qfc 


Designing  a  sedan  with  every  conceivable  luxury  would  Introducing  the  all-new  Lincoln  Continental.  The  Iuj 

have  been  quite  an  accomplishment.  Building  a  car  with  sedan  that  achieves  the  perfect  balance  of  luxury  and  technol   j 
the  latest  technological  innovations  would  have  been  no  Continental's  new  InTech™  System  provides  integrat 

less  challenging.  But  creating  the  one  automobile  with  the  electronic  management  of  its  32-valve  V-8  engine,  its 


optimum  balance  of  both  was  the  ultimate  achievement.  four-speed  automatic  overdrive  transaxle  and  its  fully      [?trSf 


Hi 


l:rro 


independent  computer-managed,  load-leveling  suspensu 
Furthermore,  Continental  has  the  ability  to  go  100,000 
miles  before  its  first  scheduled  tune-up. 


N 


ma 


Lincoln  ContinentaL 
And  Technology: 


Naturally,  Continental's  cabin  is  trimmed  in  the  finest       owner  benefits  program  that  includes  24-hour  Roadside 
her  and  genuine  wood,  and  contains  the  kind  of  thought-       Service  Assistance  and  a  complimentary  service  loaner.* 
personal  amenities  you  expect  from  Lincoln.  Things 

mirrors  that  re-aim  themselves  when  you  put  the  car 
everse  gear.  Or  a  driver's  seat  that  automatically  moves 

ward  for  easy  exit  when  the  ignition  is  turned  off. 

And  like  all  Lincoln  automobiles,  Continental  is  {j|   "fc      r  "^J"/^'  f"\T    "M" 


For  more  information  call  1  800  434-7444. 

'See  dealer  for  details. 


ed  by  the  Lincoln  CommitmentT  a  comprehensive 


What     A     Luxury     Car     Should     B< 


How  Lincoln  Continental  Achieves  The  Perfect  Balance. 


32-valve  V-8 
InTech™  System 


Anti-lock  Braking 
System 


Easy  Entry/Exit 
Driver's  Seat 


Adjustable 

Ride  and  Steering 


6 -disc  CD  Changer 
Inside  the  Car** 


Hands-free 
Voice-activated 
Cellular  Phone** 


12-function 
Memory  Profile 
System 


Four-corner  Semi- 
active  Suspension 


CFC-free  Automatic 
Temperature 
Control  System 


Dual  Air  Bags* 


2-way  Heated 
Leather  Seating 
Surfaces** 


Five-  or  Six- 
passenger  Seating 
Configurations1 


Virtual  Image 
Instrumentation 


All- speed  Electronic 
Traction  Control** 


Heated  Mirrors  With 
Tilt-down  Feature 


LINCOLN 

What    A     Luxury    Car    Should     Be 


l-MERCURY  DIVISION   CSSdj    "Always  wear  your  safety  belt.  "Optional.  'Six-passenger  seating  optional. 


3am  Walton  flopped  with  his  hypermarkets. 

What  does  old  Frederik  Meijer  know  that  Sam  didn't? 

Squeezing 
the  tomatoes 


8y  Zina  Moukheiber 

Thh  late  Sam  Walton  was  a  genius, 
?ut  he  looked  a  bit  dumb  on  hyper- 
markets, those  enormous  emporia 
;ombining  groceries  with  discount 
general  merchandise.  Walton 
aunched  his  Hypermart  USA  chain  in 
1987.  Results  were  disappointing: 
iVal-Mart  has  opened  only  four  hy- 
permarkets, the  last  in  1990.  Kmart 
lso  lost  heavily  with  the  concept. 

Too  bad  Walton  hadn't  paid  more 
ittention  to  75 -year-old  Frederik 
Vleijer  and  his  sons  Douglas,  40,  and 
-lank,  42,  of  Grand  Rapids,  Mich. 
Their  Meijer,  Inc. — number  18  on 
orbks'  list  of  the  country's  500  larg- 
est privately  owned  companies 
pORBES,  Dec.  5,  1994) — operates  86 
lypermarkets,  all  in  the  Midwest, 
anging  from  160,000  to  230,000 
jquare  feet — over  five  times  bigger 
pan  the  typical  supermarket.  Last 
fear  Meijer  (pronounced  MY-er)  net- 
ed  an  estimated  $145  million  after 
axes,  on  sales  of  $5  billion.  That  3% 
let  margin  is  almost  identical  to  Wal- 
yiart's.  It  is  30%  more  than  what  even 
:he  best-run  supermarket  chains  net. 

How  do  the  Meijers  make  money 
vhere  Wal-Mart  lost  money?  When 
le  tried  the  hypermarket  format  in  the 
ate  1980s,  Sam  Walton  simply  graft- 
id  a  grocery  store  onto  a  Wal-Mart 
tore's  general  merchandise  opera- 
ion.  It  was  like  sewing  a  toe  onto  a 
land.  Wal-Mart  had  no  experience  in 
groceries,  with  the  thin  margins  and 
poilable  inventories.  The  Hyper- 
narts,  too,  were  on  average  23%  big 
;er  than  the  typical  Meijer's  store  and 

rd  much  higher  break-even  points. 
To  put  it  bluntly,  Walton  got  the 
vholc  thing  backwards.  He  and  his 
lides  tended  to  think  of  the  hyper- 
Tiarkets  as  Wal-Marts  with  a  grocery 
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attached.  The  Meijers,  by  contrast, 
based  their  strategy  on  the  proposi- 
tion that  food  was  the  main  draw, 
nonfood  a  nice  bonus.  The  chain  was 
founded  in  1934  by  Fred  Meijer's 
father,  Hendrik,  as  a  supermarket;  the 
Meijers  didn't  add  general  merchan- 
dise until  1961.  By  then  they  were 
already  successful  grocers  who  under- 
stood that  the  keys  to  supermarket 
success  are  volume  and  quality  of 
produce:  The  higher  the  turnover, 
the  fresher  the  produce.  Anyone  can 
stock  baked  beans  and  detergent: 
running  a  produce  department  is  an 
art.  As  market  researcher  Christopher 
Ohlinger  puts  it:  "A  bad  produce 
department  will  hurt  store  sales."  Oh- 
linger reports  Meijer  stores  routinely 
score  highest  in  surveys  he  takes  on 
quality  and  food  presentation,  when 
compared  with  nationwide  grocery 
store  chains  and  local  supermarkets. 

The  Meijers  are  very  private  people 
and  declined  to  talk  to  Forbes,  but 
Douglas  Tigert,  a  professor  of  retail 
marketing  at  Babson  College,  has 
studied  Meijer's  and  Wal-Mart's  hy- 
permarket experiences.  Says  Tigert: 
"Meijer's  perception  was  that  the 
food  retailing  side  drives  business;  at 
Wal-Mart,  it  was  that  the  nonfood 


side  drives  business.  The  typical  shop- 
per spends  75%  of  his  [shopping]  time 
in  a  primary  [grocery]  store;  the  ideal 
is  to  attract  the  primary  shopper,  and 
Meijer  has  more  primary  shoppers." 

In  the  belief  that  crisp  lettuce  and 
flavorful  tomatoes  will  draw  shoppers 
to  fishing  poles  and  car  batteries,  Mei- 
jer's merchandisers  go  to  great 
lengths  to  underprice  their  grocery 
competitors  and  beat  their  quality. 
With  attractive  produce  at  attractive 
prices,  they  need  do  no  more  than 
match  Wal-Mart's  and  Kmart's  prices 
on  apparel,  and  lawn  mowers. 

Neither  Wal-Mart  nor  Kmart  is 
throwing  in  the  towel  on  hypermar- 
kets. Both  are  readying  fresh  strate- 
gies for  the  hybrid  markets.  At  $390 
billion  a  year  (retail),  the  grocery  busi- 
ness is  too  big  for  these  merchants  to 
ignore.  They  are  downsizing  their 
hypermarkets  from  between  220,000 
and  260,000  square  feet  to  between 
150,000  and  220,000,  closer  to  the 
typical  Meijer  store,  and  have  dubbed 
them  "supercenters"  to  capitalize  on 
the  appeal  of  the  supermarket. 

They  have  learned  some  hard  les- 
sons about  the  grocery  business. 
Kmart,  which  had  been  working  with 
an  outside  food  retailer,  now  handles 
its  own  fresh  produce,  meat  and  bak- 
ery departments. 

David  Marsico,  in  charge  of  re- 
vamping Kmart's  American  Fare  hy- 
permarkets into  a  new  line  of  Super 
Kmart  Centers,  confesses:  "If  you 
don't  keep  moving  your  perishable 
merchandise,  it  ruins  your  reputa- 
tion." He  adds:  "I've  studied  Meijer 
for  months.  I've  lived  in  their  stores: 
They're  really  the  premier  operator." 
It  goes  to  show  that  even  geniuses 
sometimes  stumble.  How  could  a 
merchant  as  bright  as  Sam  Walton 
forget  that  food  is  most  people's  most 
important  purchase?  M 


Hypermarket  in 
Dearborn,  Mich. 
The  Meijers 
had  a  leg  up 
over  Wal-Mart: 
They  started  out 
as  grocers. 
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YOU    TOOK    A    LIKING    to    the 


-  Chillingham    Toy    Works    and 
were  thinking  of  making  a  bid  for 


it,  you  could  analyze  10  years'  worth 


of  comparative  transactions,  conduct 


* 


some  researc 


the  global  birth 

~J/, 

rate  between  1984  and  1989,  .commit 


your  friends  to  lend  you  a  few 


million  dollars,  and 


Dodsworth 


rowne  a  really  fun  offer. 
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WCitilifink 'Private  Birnk"  is  used  iidrlrii/vide  by  Citibank.  IVA  and  certain  bank  anil  non-bank  affiliates.  "■•  199b  Citibank,  N.A.  Citibank  is  a  member  of  SFA  and  /MHO. 


Or  you  could  just  talk  to 
your  private  banker. 

Your  Citibank  Private  Banker  is  committed  to  thoroughly  understanding  you 
and  your  aspirations.  And,  to  help  you  achieve  them,  only  your  Citibank  Private 
Banker  can  draw  on  an  incomparable  combination  of  resources— the  expertise  and 
unmatched  presence  of  the  world's  most  global  bank.  In  addition  to  investment, 
real  estate  and  retirement  advice,  you  have  access  to  Citibank  corporate  f  nance 
specialists  who  apply  the  same  rigorous  process  to  an  individual  business  purchase 
as  to  a  Fortune  500*  transaction.  Once  your  purchase  is  completed,  your  Private 
Banker  will  continue  to  draw  on  the  expertise  of  Citibank  specialists  to  help 
you  manage  the  life  cycle  of  your  investment— from  growing  the  business  to  real- 
izing the  equity  you've  built.  To  further  explore  the  rewards  of  a  relationship 
with  The  Citibank  Private  Bank,  please  call  212-559-1111. 


THE  CITIBANK  PRIVATE  BANK 


Richard  Bertoli  is  in  prison, 

but  that  hasn't  stopped  this  master  swindler. 

Earn  while 
you  serve 


By  Graham  Button 

Richard  Bertoli,  62,  makes  his 
headquarters  at  Allenwood  Federal 
Prison  Camp,  near  Allenwood,  Pa., 
where  he's  serving  time  for  obstruct- 
ing justice.  But  watch  your  wallet.  A 
notorious  stock  swindler  (Forbes, 
Oct.  1,  1990),  Bertoli  hasn't  let  im- 
prisonment keep  him  from  doing 
business. 

Even  putting  him  in  prison  was 
hard  work.  Federal  prosecutors 
claimed  Bertoli  used  Cayman  Islands 
bank  and  brokerage  accounts  as  part 
of  a  scheme  to  inflate  the  value  of  a 
number  of  publicly  traded  stocks. 
Bertoli  beat  the  stock  fraud  rap,  but  in 
August  1993  he  was  convicted  of 
obstructing  justice — thwarting  inves- 
tigators by,  among  other  things,  spir- 
iting $8.7  million  of  illicit  proceeds 
from  the  Cayman  Islands  to  the  Euro- 
pean principality  of  Andorra. 

So  far  the  government  has 
been  able  to  recover  only 
$800,000  of  the  money.  Ber- 
toli claims  a  couple  of  former 
associates  embezzled  the 
money  from  the  Andorran  ac- 
counts, but  nobody  seems  to 
believe  that.  Forbes  has  seen 
documents  indicating  the 
money  is  at  work  financing 
companies  Bertoli  allegedly 
controls. 

The  documents  show  that 
$1.75  million  of  the  missing 
money  was  lent  to  Network 
Data  Systems  Ltd.,  a  holding 
company  that  trades  over-the- 
counter  in  Canada.  An  addi- 
tional $1.1  million  of  the  An- 
dorran fimds  went  to  purchase 
shares  of  Nasdaq-listed  Execu- 
cleCardLtd. 

It's  hard  to  tell  where  one  o 
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these  companies  stops  and  the  other 
begins.  Until  recently  they  shared  the 
same  office  address  in  Markham, 
Ont.,  as  well  as  a  common  president, 
William  Moore,  who  resigned  in  De- 
cember from  TeleCard  but  remains  at 
Network  Data  Systems. 

TeleCard  is  a  real  company.  It  has  a 
calling-card  service  that  enables  trav- 
elers to  save  on  calls  made  in  and 
between  foreign  countries.  Revenues 
in  the  six  months  ended  Sept.  30  came 
to  $11  million,  operating  income  to 
$1  million.  It  has  affiliations  with 
several  large  companies,  including 
MasterCard  International  and  Singa- 
pore Telecom. 

Where  does  Bertoli  fit  in?  Network 
Data,  with  a  13%  stake,  is  TeleCard's 
largest  shareholder.  Thread  through  a 
maze  of  interlocking  entities,  includ- 


ing Gibraltar-based  Foremost  Part 
ners,  and  control  of  Network  Dat 
appears  to  end  at  Allenwood. 

Bertoli  denies  that  he  control 
TeleCard,  but  dissident  shareholdei 
beg  to  differ.  The  group,  which  h? 
been  waging  a  proxy  fight  for  contrc 
of  the  company,  established  the 
TeleCard's  top  officers  made  repeal 
ed  visits  to  Allenwood  to  confer  wit 
Bertoli.  The  dissidents  say  Bertoli  h.' 
been  calling  the  shots  at  the  compam 
Does  all  this  sound  improbable 
Truth  is  stranger  than  fiction.  In  a  wa 
one  has  to  admire  Bertoli,  because  h 
is  a  master  swindler.  A  few  years  bac 
TeleCard  was  expanding  a  deal  wit 
MasterCard  International.  Anion 
those  representing  TeleCard  in  tr 
talks  were  Executive  Vice  Presidei 
Robert  Schuck  and  someone  intrc 
duced  as  his  brother  Ernest.  So  who 
Ernie  Schuck?  In  real  life  he's  a  Bell  < 
Pennsylvania  veteran  who  helped  d< 
velop  TeleCard's  call-routing  systei 
in  the  late  1980s.  Ernie  Schuck  da: 
zled  the  MasterCard  officials  with  h 
knowledge  of  the  business  and  i 
prospects.  Only  he  wasn't  Ern 
Schuck.  He  was  Dick  Bertoli. 

Eventually  the  MasterCard  peop 
caught  on,  but  not  before  they  h<„ 
signed  a  worldwide  agreement  to  u 
TeleCard's  calling-card  services. 

We  managed  to  interview  Bertoli 
Allenwood.  Much  of  what  he  sa 
amounted  to  doubletalk.  "There  a 
strange  things  that  happen 
this    world,    especially   wh< 
n  you're  dealing  with  offsho 
|  entities,"  quoth  he. 
f      What  chance  the  dissider 
will  win  the  proxy  fight  and  r 
TeleCard  of  Bertoli?  Probab 
slight.  One  former  dissider 
Walter    Krauth    Jr.,    is    ncj 
standing  for  election  to  Tel 
Card's  proposed  board.  But 
our  Allenwood  interview  Btj 
toli  suggested  that  Krauth  w 
once  an  ally.  "He  [Kraut 
spoke  to  me  the  day  befon 
went  into  prison,  asking  f  j 
advice,"  recalled  Bertoli. 
wouldn't  call  it  advice,"  i  ; 
torts    Krauth,    who    says 
"blew  the  whistle"  on  que  j 
tionable     dealings     betwe  j 
Bertoli  and  TeleCard. 

We  repeat:  Truth  is  son 
times  stranger  than  fiction.  II 
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IN   THE   CHIN    DYNASTY,  THEY    BUILT 

A   WALL.   NOW   THEY'RE    USING 

AST   COMPUTERS   TO   ADD   A    HIGHWAY. 


China  is  experiencing  a  revolution  of 
telephone  lines,  satellite  dishes,  fax  machines  - 
and  personal  computers.  Many  of  them,  ours. 

Nearly  one  out  of  three  personal  computers 
in  China  is  made  by  AST.  From  Shanghai  to 
Beijing,  you  hear  the  same  question,  "Is  it  AST 
compatible  ?'  For  that,  we  say  xie-xie.  Or  thanks. 

While  some  companies  have  only  recently 
discovered  China's  explosive  economic  growth, 
we've  been  there  all  along.  Even  the  South  China 
Morning  Post  has  noticed  that  AST  is  "at  the 
forefront  of  marketing  innovations!' 

Years  ago,  we  began  donating  our  computers 
to  local  schools.  We've  even  sponsored  contests 
to  promote  computer  literacy. 

We  also  opened  a  Hong  Kong  headquarters, 
followed  by  a  manufacturing  plant  in  Tianjin. 
Today,  it  delivers  computer  systems  pre-loaded 
with  Chinese  software  as  far  away  as  Manchuria 

With  plants  in  Asia  and  many  other  countries 
around  the  world,  AST  is  one  of  the  largest 
manufacturers  of  personal  computers  anywhere. 

For  business  users,  we  make  Premmia "  high 
performance  desktops,  afford- 
able Bravo  desktops,  a  full 
range  of  Ascentia "  notebooks 
along  with  Pentium"- based 
Manhattan"  servers.  Our  Advantage!"  PC's  are 
perfect  for  the  home  or  small  office. 

YOU'LL  LIKE  TH 
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WAY  WE 


WORK 


COMPUTER 


'^  I7  9W  AST  Research,  Inc.  AH  n$jus  raenzd   AST  and  Advantage'  are  registered  trademarks  r/f  AST  Research,  /nc    AST  Computer,  the  AST  frjjjo.  Ascenaa,  Manhattan,  Premnva.  and  "You'll  Ukc  the  Way  W 

T  Research,  /nc    Intel  and  Intel  /rude  luff)  are  rcwured  trademarks  and  Penman  is  a  trademark  r/f  Intel  Cxirpnratum   All  other  product  or  vnice  names  mentioned  hcrem  may  fx'  trademarks  >n  registered  tnulcmarks  nf  then  respective  owners. 
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EXCELLENT  use  of 

available  land, 


Llthough  PEDESTRIAN 
access  may  NOT 


be  up  TO  CODE. 


0O2 


e    Genius    o  f  a  truly 
t  building  goes  well  beyond 
elements  which  give  it  a  spec- 
lar  appearance. 

A  great  building  must  also 
al  itself  to  be  a  great  environ- 
t.  This  means  comfortable 
or  temperatures.  Superior 
ting.  Proper  humidity  levels, 
ell,  the  ability  to  accommo- 
the  various  needs  of  those  who 
bit  it. 

At  Johnson  Controls,  our 
suit  is  to  create  the  ideal  build- 
environment. 


One  of  the  most  practical 
ways  to  achieve  this  is  through 
outsourcing.  This  is  a  tool  whereby 
you  contract  with  an  outside 
company  to  perform  typically  in- 
house  services  that  are  often  quite 
distinct  from  your  core  business. 

We  have  over  40  years'  experi- 
ence in  integrated  facility  manage- 
ment, and  the  skills  necessary  to 
manage  an  entire  building.  This 
includes  energy  management.  Data 
and  telecommunications  network 
support.  Even  structural  maintenance. 

Our  approach  to  outsourcing 


also  means  you'll  be  able  to  deal  with 
today's  complex  regulatory  climate. 
We  know  the  issues,  from  air  quality 
to  disability  requirements. 

As  the  experienced  leader,  we've 
proven  that  any  building  can  realize 
its  maximum  potential.  Why  should 
your  building  be  an  exception? 

Perhaps  it's  time  you  con- 
sidered Johnson  Controls.  People 
committed  to  improving  life  in  the 
great  indoors.  To  learn  more,  call 
1-800-972-8040  ext.  131. 

JQHNSON 
CONTROLS 


What  c  )  you  do  when  you're  a  shrinking  David  in  a 
wor!       uoliaths?  Alberto-Culver  got  a  new  slingshot. 

When  Lenny 
met  Sally 


By  Amy  Feldman 

Leonard  Lavin  built  a 
$240  million  fortune 
selling  cheap  shampoo. 
His  Alberto  V05  hair- 
dressing  was  the  gloppy 
predecessor  to  today's 
mousses  and  gels  that 
make  hair  stay  in  place. 
Having  acquired  the 
brand  when  it  was  tiny, 
and  built  it  up,  he  ex- 
tended Alberto's  popu- 
lar brand  name  to  sham- 
poos, conditioners,  hair 
sprays  and  hot-oil 
treatments. 

But  that  was  yester- 
day. Today  Melrose 
Park,  111. -based  Alberto- 
Culver  Co.  must  com- 
pete against  deep-pock- 
eted giants  like  Gillette 
and  Procter  &  Gamble. 
Though  Alberto- Culver 
still  sells  nearly  $300 
million  worth  of  Alberto 
V05  products  world- 
wide, profitability  has  dried  up.  Oper- 
ating margins  in  Alberto- Culver's 
mass-marketed  personal  care  business 
fell  from  11%  in  1987  to  2%  in  the 
fiscal  year  that  ended  8ept.  30.  "No 
one  makes  a  lot  of  money  selling  99- 
cent  shampi  os,"  sighs  Howard  Ber- 
nick,  Lavin's  son  in  law,  who  recently 
took  over  as  chief  executive  and  runs 
the  publicly  :ld  business  with  his 
wife,  Carol  La\  ii   Bernick. 

Albertodil  lins  essentially 

a  family  business,  I  avins  and  the 
Bernicks  own  33%  he  stock  and 
44%  of  the  votes.  Fou  i  c  r  Len  Lavin 
simply  turned  day  to  'Derations 

over  to  his  son-in  law  Lighter. 

He  remains  chairman. 
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$o  this  is  just  another  sad  story  of  a 
once  sharp  family  business  now  in 
decline  and  headed  for  extinction? 
Not  quite.  Alberto- Culver  is  thriving. 
But  not  in  its  original  business. 

Today  Alberto-Culver's  fast-grow- 
ing chain  of  1,386  wholly  owned 
beauty  products  stores,  Sally  Beauty 
Supply,  brings  in  most  of  the  profits. 
The  chain  accounted  for  52%  of  Al- 
berto-Culver's $1.2  billion  in  fiscal 
1994  revenues  and  76%  of  the  almost 
$85  million  in  operating  profits. 

Len  Lavin  bought  Sally  back  in 
1969.  Traveling  in  New  Orleans,  La- 
vin spotted  a  Sally  store.  At  the  time 
Sally  was  a  chain  of  12  stores  in  and 
around  New  Orleans,    11    of  them 


franchised,  selling  salon  products  to  "p 
registered  beauticians.  Lavin  saw  Sally  P~ 
as  an  alternative  distribution  network  W-:" 
through  which  Alberto-Culver  could  ijoU ; 
sell  higher-margin  products  to  theiipM 
salon  market.  He  figured  that  he-orvl 
could  use  the  cash  flow  from  Alberto- !  P11' 


Culver's  core  hair-care  business  to 
finance  expansion.  Lavin  spent  $1 
million  to  acquire  the  little  chain  and 
buyout  its  11  franchisees.  Then  he 
began  expanding  again  with  compa- 
ny-owned stores.  The  real  growth, 
however,  did  not  come  until  the 
mid-1970s. 
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Alberto-Culver's 
second-generation 
management, 
Howard  and  Carol 
Bernick 

Leonard  Lavin's 
daughter  says: 
"My  dad  throws 
a  lot  of  things 
against  the  dart- 
board Some 

of  them  stick." 


Sally  Beauty  |   ' 

Supply  store 
Alberto-Culver's 
surprising  profit 
center,  Sally  is 
adding  far  more 
stores  each  year 
than  the  total 
size  of  its 
next  largest 
competitor. 


Sally's  small  shops  in  strip  malls  sellfpil -.\|,ij 
a  large  variety  of  hair-care  products— 
to  walk-in  customers  at  one  price  and. lie 
to  registered  beauticians  at  a  20%-to-" 
25%    discount.    The    overwhelming! 
portion  of  Sally  store  sales  comes  fro: 
those  hairdressers. 

Before  cash-and-carry  chains 
Sally,  most  salons  bought  their  pro 
ucts  from  traveling  salesmen.  That'; 
how  Revlon's  Charles  Revson  ani 
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^idal  Sassoon  got  their  start.  While 
ertain  expensive  lines — Redken  and 
«i  Matrix,  for  example — continue  to  be 
old  that  way,  most  other  manufac- 
hi  urers  have  switched  to  large  distribu- 
it  b  ors.  But  there  are  at  least  200,000 
ttto  alons,  most  of  them  small-fry.  So 
:  heir  business  is  marginal  to  distribu- 
Drs.  The  priority  in  tilling  orders  has 
lways  gone  to  the  top  salon  chains. 
The  Sally  stores  can  offer  the  small 
j  alons  both  a  wide  choice  of  merchan- 
I  ise  and  immediate  service  along  with 
ie  discounts.  To  the  salons  the  Sally 
ores  are  what  grocery  clubs,  like 


ucts  from  Clairol's  professional  divi- 
sion and  offers  most  items  in  extra- 
large  containers  suitable  for  salons. 

Just  as  Wal-Mart  demands  special 
treatment  from  Alberto- Culver  be- 
cause of  the  huge  volume  of  V05  it 
buys,  so  can  Michael  Renzulli,  who 
runs  the  Sally  stores  subsidiary,  de- 
mand better  terms  from  those  who 
want  to  sell  to  salons  through  its 
stores.  Manufacturers  pay  Sally  fees  of 
3%  to  7%  for  "extras'"  such  as  ware- 
house storage,  special  in-store  dis- 
plays and  advertising  allowances. 
"They've    got    tremendous    clout," 
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'al  Mart's  Sam's  Club  chain,  are  to 

nail  grocery  stores — a  place  where 

ey  are  the  preferred  customers. 

Here's  the  key  to  Sally's  success: 

cause  Sally  supplies  the  big  con- 

p    mers  of  their  products,  and  does  s<  i 

volume,  manufacturers  like  Clairol 

id  L'Orcal  sell  products  to  Sally  that 

ey  won't  sell  to  drugstores  and  mass 

erchants.  For  example,  Sally  carries 

e  full  range  of  hair-coloring  prod- 


says  Robert  Oppenheim,  former  pres- 
ident of  Clairol's  professional  prod- 
ucts division. 

As  Wal-Mart  revolutionized  retail 
distribution,  so  has  Sally  revolution- 
ized the  beauty  salon  distribution 
business,  with  massive  automated 
warehouses  and  computerized  re- 
stocking. Sally  does  have  competi- 
tion, but  it  is  puny.  Its  largest  rival  has 
fewer  than  100  stores. 
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Is  the  business  saturated?  Alberto- 
Culver  doesn't  think  so.  Renzulli  sees 
Sally  operating  5,000  stores  in  the 
U.S.  and  abroad,  comparing  its  global 
potential  with  that  of  McDonald's. 

Meanwhile,  the  Bernicks  are  trying, 
so  far  with  limited  success,  to  revive 
the  hair-care  business.  "We  took  the 
money  from  our  toiletries  business  to 
buy  and  build  Sally,"  says  Lavin. 
"And  as  Sally  gets  bigger  and  bigger, 
we're  taking  Sally's  profits  to  help  us 
increase  the  size  of  the  consumer 
products  division." 

Alberto-Culver  has  had  a  record  of 
growing  mainly  through  acquisition 
and  expansion  rather  than  internal 
development.  Sally  itself  grew  initially 
when  Lavin  acquired  the  largest  com- 
pany in  the  field.  That  company, 
Milo,  went  into  bankruptcy  after  its 
founder  was  murdered  by  a  hit  man 
hired  by  his  brother.  Not  all  acquisi- 
tions have  been  successful.  Lavin  pur- 
chased Frye  boots  in  1977  at  Ber- 
nick's  suggestion,  but  the  business 
foundered  when  he  tried  to  extend 
the  popular  western-boot  brand 
name  to  other  kinds  of  shoes. 

Besides  Sally,  Alberto-Culver  has 
several  strengths.  One  is  financial.  Its 
$74  million  in  debt  is  12%  of  total 
capital,  and  cash  flow  runs  to  $65 
million.  That  gives  it  ample  funds  for 
further  acquisitions. 

Its  other  strength  is  a  worldwide 
marketing  organization.  In  many  for- 
eign markets  Alberto- Culver  has  posi- 
tioned V05  as  a  more  expensive 
brand.  The  company  is  also  hawking 
everything  from  bandages  to  deodor- 
ants abroad — a  diversification  that  in- 
creased with  the  1991  acquisition  of 
Sweden's  Cederroth  International 
and  will  most  likely  increase  further 
with  additional  acquisitions  this  year. 
If  Lavin  and  the  Bernicks  can  force 
more  product  through  their  existing 
distribution  network,  they  will  obvi- 
ously increase  overall  profitability. 

But  selling  consumer  products  to 
drugstores  and  supermarkets  is  an 
uphill  fight  against  heavy  odds.  The 
competition  is  about  as  tough  as  com- 
petition gets.  Efforts  by  Alberto-Cul- 
ver to  sell  more  expensive,  higher- 
margin  hair  products  at  home  have 
had  little  impact.  The  Bernicks  and 
Alberto-Culver's  shareholders  can 
bless  the  day  that  Len  Lavin  happened 
to  buy  tiny  Sally.  H 
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You've  got  to  admit  you've 
pushed  her  a  little.  To  do  just 
a  little  more  homework.  To  study 
harder -a  little  bit  longer. 

And  now  that  she's  graduating, 
you  know  it's  all  been  worth  the  effort. 

Because  you've  always  had  this  dream. 
Of  your  daughter  getting  into  the  college 
of  her  choice.  And  becoming  a  doctor  or  a 
lawyer  or  a  teacher  or  an  engmeer-or 
whatever  she  wanted  to  be  in  life. 

But  then  came  your  next  test. 

Hov\         i        u  all. 


Wja 


I  WE  REALLY 


HELPED  FINANCE  WERE  HER 
FAMILY'S  DREAMS. 


That's  where  we  came  in. 

We're  Sallie  Mae. 

We've  built  a  business  helping 
lenders  offer  families  college  loans  that 
are  affordable,  flexible  and  convenient. 

Over  the  past  20  years,  we  have  quietly 
become  one  of  America's  100  largest 
companies,  by  helping  over  20  million 


students  find  the  financing  they 
needed  to  attend  college. 

You  see,  our  dream  of  building 
a  great  company  revolves 
around  making  sure  you  and 

your  children  realize  your  dreams. 

That's  why  we  put  together  a  booklet 

with  information  on  how  to  pay  for 

college.  If  you'd  like  a  copy, 

please  just  pick  up  the  phone 

and  call  us. 

For  a  Free  Booklet  Call 
1-800-806-3671 


Helping  make  education  possible 


REALITY  CHECK 


|0n  America's  long  march  toward  the  welfare  state, 
[retention  of  public  lands  by  the  feds  was  the  first 
milestone.  Let's  demolish  that  milestone. 

Federal 
imperialism 


BY  ROBERT  H.NELSON 


Robert  H.  Nelson  is  a  professor  in  the 
kchool  of  Public  Affairs  at  the  University  of  Maryland. 
Wis  forthcoming  book  is  Public  Lands  and  Private 
Kights:  The  Failure  of  Scientific  Management. 


s  Congress  serious  about  devolv- 
ng  major  federal  responsibilities  to 

e  states?  It  can  show  it  is  by  transfer- 

g  the  public  lands  to  the  states. 

The  federal  government  owns  al- 
nost  30%  of  the  U.S.,  most  of  it  in  the 
^Vest.  Nevada  is  83%  federal.  Neva- 
ians  complain  of  being  a  federal  colo- 
ly.  That's  because  the  federal  govern- 
nent  makes  decisions  over  this  vast 
domain  on  matters  that  everywhere 
:lse  would  be  state  and  local.  Can 
pipelines  be  constructed,  dams  erect- 
d,  ski  resorts  built?  The  feds  decide. 

Economist  Randall  O'Toole  has 
ommented  that  the  assets  of  the  U.S. 
forest  Service  would  rank  it  in  the  top 
ive  among  corporations  in  the  U.S., 
nit  in  terms  of  net  income,  the  agency 
'would  be  classified  as  bankrupt.'" 

But  it  won't  be  enough  just  to  give 
ide  to  the  states.  If  the  western  states 
vere  required  to  follow  all  the  existing 
ederal  rules  and  procedures,  the  land 
night  become  a  burden.  To  be  work- 
ble,  the  transfer  must  be  done  with 
e\v  strings  attached.  That's  why  I  say 
his  is  a  real  test  of  how  serious  Con- 
Bess  is  about  devolution.  Congress 
vould  reallv  have  to  keep  hands  off. 
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The  states  could  cut  management 
costs  and  get  revenue  from  these  val Li- 
able properties.  Or  they  could  pre- 
serve them  intact.  The  decision  would 
be  made  locally. 

Whatever  the  states  decide,  land 
management  would  improve.  A  1994 
stud\-  by  Donald  Leal  of  the  Political 
Economy  Research  Center  in  Boze- 
man,  Mont,  shows  why.  It  found  that 
on  adjacent  forests  in  Montana,  the 
state  earned  SI 3.7  million  on  its  own 
timber  operations  over  a  five-year  pe- 
riod while  the  nearby  federal  timber 
programs  cost  taxpayers  S42  million. 

In  one  region,  state  managers  re- 
quired 4.5  hours  of  labor  per  thou- 
sand board  feet  of  timber  sold.  The 
Federal  Forest  Service  took  11.6 
hours  to  do  the  same  thing.  Did  the 
savings  achieved  come  at  the  expense 
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Congress  is  serious 
about  devolution, 
what  better  place  to 

than  with  federal  lands. 


start 


of  the  environment?  Absolutely  not. 
The  state  lands  received  higher  rat- 
ings for  environmental  protection. 

A  1 980s  Interior  Department  study 
found  that  when  all  costs  were  ac- 
counted, livestock  management  by  the 
Federal  Bureau  of  Land  Management 
was  costing  over  SI 00  million  a  year, 
while  total  grazing  fee  collections  were 
less  than  S25  million.  Recreationists 
were  even  more  heavily  subsidized, 
paving  less  than  SI  million  in  user 
charges,  while  the  Bureau  of  Land 
Management  was  spending  more  than 
SI 00  million  on  their  behalf.  Would  it 


be  so  horrible  to  require  backpackers 
to  pay  a  few  bucks  for  the  scenery  and 
solitude  they  so  desire? 

The  federal  government  in  1992 
did  manage  to  collect  S865  million  in 
royalties  from  its  oil  and  gas,  coal  and 
other  mineral  leases.  But  most  of  the 
revenues  were  disbursed  to  state  gov- 
ernments or  to  accounts  other  than 
the  U.S.  Treasury. 

It  wasn't  always  thus.  In  the  19th 
century  the  policy  of  the  federal  govern- 
ment was  to  dispose  of  the  public  lands 
in  the  interest  of  economic  development 
to  homesteaders,  railroad  builders  and 
others.  But  around  the  turn  of  the 
century,  there  was  a  change  of  policy. 
Public  lands  became  pawns  to  the  new 
vision  of  scientific  management  of  soci- 
ety. Conservationists  such  as  Giftbrd 
Pinchot  in  1905  argued  that  private 
management  would  inevitablv  waste  the 
nation's  timber  and  lead  to  a  "timber 
famine."  Only  the  federal  government, 
Pinchot  argued,  could  supply  the  scien- 
tific skills  to  use  the  forests  and  range- 
lands  of  the  nation  for  die  long  run. 

Progressivism  was  an  American  ver- 
sion of  socialist  planning,  based  on  a 
dream  of  applying  "science"  to  public 
policy.  That  dream  has  ended  as  badlv 
here  as  those  dreams  have  elsewhere, 
though  luckily  for  us  not  on  the  same 
scale.  Everywhere  in  the  world  today, 
privatization  is  on  the  march.  Nations 
are  dismanding  the  dismal  20th-cen- 
tury legacy  of  government  property 
and  resource  ownership. 

So,  what  is  Congress  waiting  for?  It 
can  turn  the  public  lands  from  a  liabil- 
ity for  taxpayers  into  an  asset.  Transfer 
them  to  the  states,  perhaps  retaining 
at  the  federal  level  a  few  park  and 
wilderness  areas  that  for  environmen- 
tal or  historical  reasons  are  of  genuine 
national  distinction. 

Devolving  ownership  would  not 
necessarily  result  in  state  manage- 
ment. The  states  would  have  many 
options.  They  could  continue  to  own 
the  lands  or  further  decentralize  own- 
ership to  local  governments.  They 
could  create  public  corporations  to 
run  them.  Ownership  could  continue 
to  vest  in  the  state,  but  management 
could  be  contracted  out  to  private 
parties.  Many  policy  flowers  would 
bloom,  and  we  would  find  out  which 
blossomed  the  best.  What  better  place 
to  start  if  we  are  serious  about  scaling 
back  the  welfare  state?  wm 
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Terry  L± ;  wanted  to  run  his  own  show.  The  experience 
was  c    it  more  than  he  had  reckoned  on. 

bit.  Lee,  meet 
Mr.  Murphy 


By  Zina  Moukheiber 


Don't  talk  to  Terry  Lee  about  Mur- 
phy's Law,  about  how  sometimes  ev- 
erything that  can  go  wrong  will  go 
wrong.  Lee's  been  there. 

Lee,  45,  was  in  charge  of  sales  and 
distribution  at  Wilson  Spordng 
Goods,  then  a  division  of  PepsiCo,  in 
1983.  That  year  opportunity 
knocked.  A  chance  to  run  his  own 
show  and  build  some  equity. 

Phillip  Matthews,  his  former  boss 
at  Wilson,  had  teamed  with  two  part- 
ners to  buy  a  company  called  Bell 
Sports  Corp.,  the  U.S.'  biggest  makei 
of  motorcycle  helmets.  Would  Terry 


lerry  Lee,  chairman  of  Bell  Sports 

Sell  turned  into  a  nightmare;  then  came  luck 
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Franklin  Growth  Fund 


Time  Can  Be  Your  Most  Valuable  Asset* 


Long-term  financial  goals,  like  retirement,  college 
for  vour  children  or  a  second  home,  require  long-range 
planning.  The  Franklin  Growth  Fund  is  designed  to 
provide  long-term  capital  appreciation  from  the  securi- 
ties of  America's  established  and  emerging  growth 
companies.  Its  professional  management  team  constantly 
monitors  current  holdings  and  evaluates  new  possibilities 
to  help  vou  achieve  your  financial  objectives. + 

Since  1948,  the  Franklin  Growth  Fund  has  been 
helpinginvestors  bv  offering: 

♦  Capital  Appreciation  Potential  -  the  fund  offers 
the  opportunity  to  make  your  investment  grow  over  the 
long  run. 

♦  Wide  Diversification  -  to  help  reduce  risk,  the 
fund  invests  in  the  securities  of  selected  growth  compa- 
nies in  a  variety  of  industry  groups. 

♦  Low  Initial  Investment  -  you  may  start  with  a 
minimum  investment  of  just  $100  and  make  subsequent 
investments  of  S25  or  more. 

To  help  you  better  understand  the  basics  of  invest- 
ing, request  a  copy  of  the  Franklin  Templeton  Guide  to 
Understanding  Mutual  Funds. 

Call  your  investment  representative  or  Franklin 
today  for  a  free  brochure. 

fAn  investment  in  the  Franklin  CrovAh  fund  does  not  guarantee  that  your  financial  goats 

will  be  met. 

Franklin  Templeton  Distributors,  Inc 


/xBle  For  You 


Call  1-800- 

342-FUND 
Ex  t.   F3  6  2 


Franklin  Funds 

777  Mariners  Island  Boulevard 
San  Mateo,  CA  94404-1585 

^fri/  I  would  like  a  free  prospectus 
containing  more  complete  information  on  the 
Franklin  Growth  Fund,  including  sales 
charges  and  expenses.  I  will  read  it  carefully 
before  I  invest  or  send  money. 

D   Please  send  me  the  Franklin  Fempleton 
Guide  to  Understanding  Mutual  Funds. 

Name 
Address 
City/State/Zip 
Daytime  Phone 


F  R  A  N  K  1 1  NJ 


A  Member  of  the  $114  Billion  Franklin  Templeton  Group 


Bell  Sports 


Lee  com  •  help  run  the  $20 

million  >utfit?  Bell  was  barely 

profil  tt  if  Lee  could  get  it 

■  i  he  would  even  get  equi- 
I .  a  great  brand  name  and  a 

potential  to  develop  the  business," 
Lee  says. 

Then  Murphy's  Law  struck.  The 
motorcycle  boom  screeched  to  an 
abrupt  halt  and  with  it  the  demand  for 
helmets.  Then  Phil  Matthews'  part- 
ners wanted  out,  forcing  Bell  to  go 
into  debt  to  buy  back  their  shares. 
The  company  was  now  10%  equity, 
90%  debt,  with  debt  service  swallow- 
ing ever}'  penny  of  cash  flow. 

Bell  could  no  longer  afford  to  pro- 
duce new  designs — the  crux  of  its 
reputation — and  quality  slipped,  with 
some  helmets  turning  up  with 
crooked  nosepieces.  It  lost  market 
share  to  the  Japanese  helmet  maker 
Shoei,  which  wooed  U.S.  customers 
with  better  aerodynamic  designs  and 
venting  technology,  and  at  prices  sim- 
ilar to  Bell's. 

Then  Bell's  spanking  new  Rantoul, 
111.  administrative  offices  burned,  and 
had  to  be  rebuilt  from  scratch. 

Fortunately,  one  break  did  come 
Bell's  way,  and  it  probably  saved  the 
company.  While  motorcycles  were 
fading,  bicycle  riding  suddenly  be- 
came trendy.  Bell  also  made  bicyclists' 
helmets.  Although  these  accounted 
for  barely  10%  of  revenues  in  1984, 
sales  started  growing  50%  a  year. 

In  1991  Lee  got  out  of  motorcycle 
helmets,  selling  manufacturing  and 
licensing  rights  to  an  Italian  competi- 
tor called  Bieffe.  "We  had  to  laser- 
focus  on  spending  the  scarce  re- 
sources we  had  in  the  most  effective 
way,"  says  Lee. 

In  retrospect  this  was  a  brilliant 
decision.  Although  the  motorcycle 
business  did  come  back,  there  are  a  lot 
more  bicyclists  in  the  world  than  mo- 
torcyclists, and  as  yet  very  few  of  the 
bicyclists  bothered  with  helmets.  Re- 
deploying assets,  Lee  took  the  $15 
n  he  got  out  of  the  motorcycle 
helm  less  and  used  it  to  reduce 

debt.  1  in  better  financial  shape, 

Bell  startCM  u  hing  Little  Beil  Shell, 
its  children's  iv  ,in  parent;/  mag- 

azines. By  1992  Beil  was  making  $5 
million  in  net  profit  on  sales  of  64.5 
million.  Its  models  included  the  light- 
weight helmets  on  the  market, 
ailed  for  $80,  as  well  as  ha    !- 


shell  helmets  with  colorful  graphics 
that  sold  for  $29. 

Lee  keeps  the  customers  coming 
with  a  steady  stream  of  new  designs. 
Last  year  he  introduced  17  designs, 
including  helmets  fitted  with  an  inte- 
rior inflatable  cushion  and  helmets 
with  lights. 

In  1992  Lee  sold  52%  of  the  com- 
pany to  the  public  in  an  initial  public 
offering,  using  part  of  the  proceeds  to 
reduce  Bell's  debt  to  a  very  conserva- 
tive 18%  of  capital. 

But  the  trouble  with  running  a 


The  trouble  with  running 
a  successful  niche  business 
is  that  you  inevitably 
attract  competition. 
Bicycle  helmets  are  easy 
to  fabricate;  all  you  need 
is  plastic  and  foam. 


successful  niche  business  is  that  you 
inevitably  attract  competition.  Bicy- 
cle helmets  are  easy  to  fabricate;  all 
you  need  is  plastic  and  foam.  The  year 
Bell  went  public,  New  Jersey  started 
the  trend  for  state  laws  requiring  the 
use  of  bicycle  helmets  by  young  peo- 
ple. New  competitors  jumped  in. 
American  Recreation  became  the  sec- 
ond-largest helmet  maker,  with 
Troxel  Cycling  and  Giro  Sport  De- 
signs also  vying  for  market  share. 

Lee  didn't  just  sit  there.  He'd  al- 
ready made  two  key  moves:  He  had 


broadened  distribution  and  devel- 
oped line  extensions  of  his  basic  prod- 
uct line. 

Bell  had  been  selling  only  through 
bike  shops.  Supplying  discount  stores 
would  offend  his  regular  customers 
and  squeeze  margins.  Never  mind. 
He  had  to  make  a  move.  He  already 
supplied  helmets  to  Wal-Mart  and 
Kmart,  but  under  a  different  name, 
bsi.  Now  he  made  bsi  available  to  any 
store  that  wanted  to  carry  the  line. 

"Bell  was  the  first  to  walk  into  the 
mass  merchants,"  says  John  Steckler, 
a  marketing  executive  at  Pro-tec,  a 
competitor.  "It  has  done  a  great  job 
at  doing  both  [mass  and  high-end]." 
Today  bsi  helmets  are  75%  of  Bell's 
unit  sales  of  over  6  million. 

More  recently  Bell  has  moved  into 
Europe,  where  bicycle  riding  is  more 
popular  than  in  the  U.S.  but  use  of 
helmets  is  less  widespread.  Three 
years  ago  Bell  opened  a  factory  in 
France  to  supply  the  two  biggest  mar- 
kets, the  U.K.  and  Germany;  foreign 
sales  now  contribute  1 5%  of  total  sales, 
and  are  the  fastest-growing  segment. 

Next?  In  1986  Bell  began  acquiring 
small  companies  making  bicycle  ac- 
cessories: bicycle  pumps,  child  seats, 
red  flashing  safety  lights  and  car  racks. 
These  now  account  for  25%  of  Bell's 
sales.  "When  the  maturation  stage 
does  come  for  bicycle  helmets,  this 
will  be  a  very  diversified  company," 
Lee  says. 

Last  year  Bell's  net  profit  shot  up 
nearly  50%,  to  $10.5  million  on  $116 
million  in  revenues.  This  year  won't  be 
that  good:  Dealers'  inventories  are 
top-heavy,  in  part  because  fewer  states 
than  expected  have  joined  the  nine 
that  already  have  mandatory  helmet 
laws.  As  a  result,  analysts  such  as  Gold- 
man, Sachs'  Edward  Caso  expect  Bell's 
earnings  to  drop  this  year  but  recover 
next.  His  estimates  are  50  cents  a  share 
this  year,  down  from  1994's  $1.27, 
but  rising  to  $1.10  in  1996. 

Shrewd  Chicago  investor  Sam  Zell, 
himself  a  motorcycle  nut,  is  convinced 
Bell  is  onto  a  good  thing.  He  recently 
bought  just  short  of  10%  of  Bell's  8 
million  shares  at  around  $21  a  share. 
And  Terry  Lee?  What  with  dilution 
and  the  need  to  pay  off  debt,  he  ended 
up  with  just  3%  of  the  stock,  worth 
about  $3.6  million.  He's  done  all 
right,  but  that  brush  with  Murphy's 
Law  cost  him  dearly.  M 
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Unleashing 

the  POWER 


at  the  Archer  Daniels  Midland 
Company,  we're  making  a  wide 
spectrum  of  value-added  prod- 
ucts from  a  source  that's  often 
taken  for  granted:  renewable 
farm  crops.  •  we've  seen  the  hid- 
den potential  in  every  bushel  of 
grain,  and  we're  bringing  that 
potential  to  life  with  advanced 
technology.  there's  power  in 
renewable  resources,  and  at 
adm,  we're  unleashing  the  power 
every  day 


New  ADM  products 

Lysine  Tryptophan  Threonine 
Riboflavin  Lactic  acid  Citric  acid 
Nematodes  MSG  Xanthan  gum 
Biotin  Vitamins  C  and  E 


lUXJi 


Supermarket  to  the  world 


When  it  comes  to  safety, 
some  luxury  cars  are  a  bit 
more  focused  than  others. 


The  Infiniti  J 30. 


1QQ4  Infiniti  Division  of  Nissan  Motor  Corporation  U.S.A. 


Successful  people,  the  sort  that  gravitate  toward 
a  car  like  the  Infiniti  J30,  achieve  much  of  their  suc- 
cess by  focusing  on  where  they're  going,  rather  than 
where  they  are.  They  like  to  be  prepared  for  the  unex- 
pected—from investment  opportunities  and  business 
trends  to  sudden  potholes  and  careless  pedestrians. 

Such  people  can  truly  appreciate  the  safety  tech- 
nology that  went  into  our  projector  beam  headlights. 

The  lens  in  each  headlight  is  etched  to  focus 
light  from  a  separate  halogen  projector  bulb  into  a 
crisp,  sharp  beam,  with  less  diffusion  and  better 
visibility  than  you  get  with  ordinary  sealed  beam 
headlights.  Making  this  a  safety  feature  which  actu- 
ally works  for  two  cars  at  the  same  time,  since  any 
oncoming  vehicle  is  less  affected  by  glare. 

This  kind  of  thinking  —  along  with  other  safety 
features  like  AJ3S,  dual  air  bags  and  front  seat  belt 
pre-tensioners  —  is  standard  operating  procedure  when 
you're  building  cars  like  theJ30.  If  you'd  like  to  know 
more  about  it,  call  us  at  l-800-350-803u. 

Better  yet,  take  a  Guest  Drive'  at  your  Infiniti 
showroom.  Preferably  at  night.  When  at  least  two  of 
our  features  are  at  their  most  illuminating. 

Its  everything  that's  possible,. 
INFINITI. 


STARTING  YOUR  OWN  BUSINESS 


Opt         ity  is  where  you  find  it— a  cliche, 

but  still  an  apt  motto  for  28-year-old 
"Yager's  Collegiate  Health  Care. 

Money-raising  in 
the  men's  room 


By  Suzanne  Oliver 

As  A  student  in  Columbia  Universi- 
ty's graduate  business  program  in 
1991,  Brett  Prager  sprained  an  ankle 
and  had  to  wait  an  hour  for  an  exami- 
nation at  the  student  health  center.  As 
his  ankle  throbbed,  he  wondered: 
Might  an  outside  vendor  run  a  more 
efficient  health  facility? 

Prager,  now  28,  turned  the  ques- 


tion into  a  B-school  project,  sending  a 
questionnaire  to  health  center  direc- 
tors and  deans  of  200  colleges.  Of  80 
respondents,  28  said  they'd  be  inter- 
ested in  hiring  an  outsider  to  manage 
their  health  centers.  Prager  did  some 
quick  extrapolating  and  figured  he'd 
just  stumbled  on  a  $2  billion  market 
in  student  health  sendees  at  2,500 


Collegiate  Health  Care  Founder  B    I  Prager 

Spraining  an  ankle,  he  stumbled  on  a  $2  billion  market. 
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U.S.  colleges. 

Prager  got  a  B  on  the  project,  bi 
he  wasn't  finished.  He  wanted  to  see 
he  could  turn  the  idea  into  a  re 
business.  In  late  1991  Stephen  Wi; 
gins,  founder  of  Oxford  Health  Plan 
the  $700  million  (estimated  19S 
sales)  health  maintenance  organiz 
tion,  spoke  to  Prager's  venture  capit 
class.  After  class,  Prager  chased  Wi; 
gins  down  the  hall  and  cornered  hi 
in  the  men's  room,  where  he  pitchi 
his  idea  for  Collegiate  Health  Car 
Wiggins  was  impressed.  "I  figured 
he  was  aggressive  enough  to  chase  n 
into  the  bathroom,  he  might  ha 
what  it  takes  to  run  a  business,"  sa 
Wiggins. 

A  few  months  later  Prager  sent  r 
business  plan  to  Wiggins  and  to  Ne  ■U 
York  City-based  Chemical  Ventu 
Partners.  The  latter,  along  with  VeJ 
tures  Medical  Associates,  advance 
Prager  $30,000  to  attend  an  associ 
tion  meeting  of  college  financial  of 
cers  where  Prager  offered  free  doug 
nuts  and  a  chance  to  win  a  color  TV 
anyone  who  completed  his  questio 
naire.  More  leads  and  ideas,  and  nan 
recognition  for  Collegiate  Health. 

After  earning  his  M.B.A.  in  Augu 
1992,  Prager  raised  $1.2  million 
seed  money  from  Oxford  Health  ai 
the  two  venture  capital  firms,  an 
began  marketing  cut-rate  clinic  so 
vices  to  student  health  center  dire 
tors.  But  he  soon  learned  that  deans- 
not  health  center  directors — are  til 
decisionmakers  when  it  comes  to  hi 
ing  outside  vendors.  He  also  disco 
ered  that  the  deans  were  more  intt 
ested  in  improving  quality  than  r 
ducing  costs.  Prager:  "Costs  close  t) 
deal,  but  never  open  the  door." 

Switching  gears,  Prager  began  mi 
keting  Collegiate  as  a  company  th 
could  offer  students  more  health  st 
vices  fctfthe  same  money  the  colleg 
were  already  spending.  A  year  ago 
signed  his  first  customer:  Sacr< 
Heart  University  in  Fairfield,  Com 
with  5,600  students.  Prager  quid 
adjusted  the  generous  benefits  pac 
age  of  the  school's  health  directc 
eliminating  seven  weeks  of  vacatio 
and  added  a  part-time  doctx 
Through  Oxford  Health,  Prager  w 
able  to  offer  Sacred  Heart's  studer 
prescription  drugs  at  reduced  prici 
Collegiate  also  provided  access  to 
24-hour,  nurse-staffed  hotline  to  a 
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Critically  acclaimed. 
Now  available  on  video. 
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highly  refined  rear- 
ive  sedan,  absolutely 
-ipping  with  luxury'.' 
Road  &  Track,  1993 

omplete  Car  Buyer's  Guide 


"The  J30t  offers  good  power,  a  high  level 
of  refinement,  numerous  safety  features, 
an  exhaustive  list  of  standard  creature 
comforts,  and  a  beautiful  body  to  boot'.' 

Car  and  Driver 
September  1993 


. .  .an  excellent  performer  in 
all  situations,  from  high- 
speed merges  to  passing" 

New  Ymr  Post  Auto  Saturday 

April  24,  1993 


Built  to  tolerances  of  .001  inch.  State-of-the- 
art  construction  ana  design.  Full  spectrum  sound. 

Ana  we're  just  talking  about  our  video.  Which, 
by  no  mere  coincidence,  is  the  ideal  way  to  become 
acquainted  with  a  luxury  sedan  that  has  received 
enthusiastic  "thumbs  up  "  from  critics  and  drivers 
alike:  The  Infiniti  J30. 

To  receive  a  copy  of  our  video,  or  to  arrange  for 
a  Guest  Drive,  simply  call  our  toll-free  number. 

Who  knows  ?  It  could  be  the  one  time  you  and 
the  critics  find  yourselves  in  complete  agreement. 

1-800-458-8517 

It's  everything  that's  possible: 

(/^   INFINITE 


"A.  jewel  of  a  sedan: 
beautifully  cut  and 
nearly  flawless" 

Car  and  Driver 
September  1993 


1QQ4  Infiniti  Division  of  Nissan  Motor  Corporation  U.S.A. 


UP  &  COMERS 


swei    ■  i  basic  medical  ques- 

dealing  with  the  wor- 
•  ,  who  might  be  worried 
■c  going  to  die  from  a  rash  on 
r  genitals  and  just  want  to  talk," 
says  Prager.  Another  sendee  is  a  24- 
hour  telephone  medical  library — re- 
corded messages  covering  350  sub- 
jects, from  aids  to  pneumonia. 

Since  winning  Sacred  Heart,  Colle- 
giate has  signed  up  five  more  small 
liberal  arts  schools  in  the  Northeast, 
including  Cedar  Crest  College  in  Al- 
lentown,  Pa.  and  Alfred  University  in 
Alfred,  N.Y.  Total  students  covered: 
16,500,  whose  institutions  will  pay 
Collegiate  a  total  of  $1.7  million  in 
the  fiscal  year  ending  in  June. 

Prager  (whose  stake  in  the  firm  has 
been  diluted  down  to  23%)  says  the 
company  is  already  cash -flow  positive 
on  operations.  He  just  hired  the  for- 
mer assistant  director  of  the  Universi- 
ty of  Maryland's  health  clinic  to  man- 
age sales.  His  short-term  goal:  15 
more  schools  and  $10  million  in  reve- 
nues in  fiscal  1996.  Five  years  out, 
Prager  predicts  $100  million  in  annu- 
al revenues  and  says  he'll  then  take  the 
company  public.  Eventually,  Prager 
and  Oxford  Health's  Wiggins  would 
like  to  join  forces  at  universities, 
opening  up  Collegiate-run  student 
health  centers  to  faculty  and  staff  in- 
sured by  Oxford. 

Recalls  Prager  of  the  schools'  initial 
reaction  to  his  sales  spiel:  "They  said  I 
was  a  money-grubbing  M.B.A.  who 
knew  nothing  about  college  health 
services."  Nobody  says  that  now.  M 


1 1  center  at  Cedar  Crest  College 
"Ws  are  dealing  with  the  worried  well. 
Oftei  they  just  want  to  talk." 


74 


Most  of  Rural  Metro's  costs  are  high  and  fixed, 
yet  its  revenues  are  largely  subject  to  the  whim 
of  its  customers.  Here's  how  Robert  Manschot 
manages  this  potentially  disastrous  situation. 

Making  the 
customer  pay 


has  i 


trail1 
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By  Nina  Munk 

"Mr.  Yager?  This  is  Joel  with  Rural 
Metro.  We  spoke  last  month  to  set  up 
a  payment  plan,  but  we  haven't  re- 
ceived your  check  this  month.  .  .  . 
Well,  we  can  take  care  of  that  now." 

Courteous,  but  determined,  ac- 
count collector  Joel  Wright  soon  con- 
vinces customer  Yager  to  read  the 
numbers  off  one  of  his  checks  and, 
using  a  computer  program  known  as 
Express  Chex,  instantly  cuts  a  check 
from  Yager  to  Rural  Metro.  One  de- 
linquent account  looked  after,  Wright 
moves  to  the>  next.  "Mr.  Andrews? 
This  is  Joel  with  Rural  Metro.  .  .  ." 

Bringing  in  the  cash  is  crucial  to  any 
small  business,  but  to  Rural  Metro  it  is 
a  matter  of  life  and  death.  Rural  Met- 
ro Corp.  is  the  country's  fourth-larg- 
est private-sector  ambulance  compa- 
ny. Based  in  Scottsdale,  Ariz.,  it  oper- 
ates a  fleet  of  650  ambulances 
covering  80  communities  in  ten 
states;  another  division  provides  fire- 
fighting  services  in  five  states.  In  the 
current  fiscal  year  (ending  June  30), 
Rural  Metro  will  probably  earn  $7.3 
million,  or  93  cents  a  share,  on  reve- 
nues of  $164  million.  Last  year  it 
netted  $4.7  million  on  $104  million 
in  revenues,  split  about  70/30  be- 
tween ambulance  and  fire  services. 

Ambulance  service  is  a  tough  prod- 
uct to  make  money  on.  True,  demand 
iss  as  economists  say,  price-inelastic: 
Anyone  who  needs  the  service  is  un- 
likely to  haggle  over  its  cost.  On  the 
other  hand,  costs  in  the  business  are 
high  and  fixed:  An  ambulance  costs 
$70,000  to  buy  and  around 
$450,000  a  year  to  operate.  And  reve- 
nues are  variable:  Once  a  customer 


Forbes 


9 


has  used  the  sen  ice,  there's  not  much 
the  provider  can  do  to  make  the  cus- 
tomer pay  the  bill.  Ambulance  com- 
panies' average  bill  for  emergency 
transports  runs  from  S250  to  S550  a 
patient,  but  the  companies  typically 
collect  only  60%  to  70%  of  their  bills. 
These  harsh  commercial  realities 
nearly  sank  Rural  Metro.  The  compa- 
ny was  founded  in  1948  by  Louis 
Witzeman,  then  a  23-year-old  news- 
paper reporter  who  watched  his 
neighbor's  house  burn  to  the  ground 
in  Scottsdale.  Witzeman  spent  S900 
to  buy  a  fire  truck,  and  sold  fire 
protection  by  subscription  to  other 
homeowners,  much  as  Ben  Franklin 
did  in  Philadelphia  two  centuries  ago. 


Over  the  years  Witzeman  introduced 
his  fire-fighting  services  to  other  Ari- 
zona communities  and  later  added 
ambulance  service. 

In  1980  Witzeman,  then  55,  re- 
tired, selling  63%  of  Rural  Metro  to 
his  employees  for  $1  million,  after 
taxes.  The  employee/owners  soon 
began  borrowing  money  and  buying 
up  ambulance  companies  in  other 
states;  sales  jumped  tenfold,  to  $50 
million,  between  fiscal  1984  and 
1989.  But  the  new  owners  ignored 
the  imperatives  of  aggressively  man- 
aging the  accounts  receivable,  so  that 
Rural  Metro  soon  fell  behind  on  bank 
debt  payments  and  had  no  money  to 
replace  worn  equipment. 


Rural  Metro 
Chief  Executive 
Bob  Manschot 
wields  an  ax  in 
Scottsdale 
Success  in 
the  ambulance 
business  is 
as  much  about 
cutting  costs 
and  collecting 
payments  as  it  is 
about  saving 
lives. 


To  save  their  company,  in  late  1988 
the  employees  brought  in  Robert 
Manschot  as  chief  executive.  A  pre- 
cise, Dutch -born  consultant  and  a 
former  manager  for  the  itt  Sheraton 
and  Inter-Continental  hotel  chains, 
Manschot  cut  back  management  staff 
and  refinanced  Rural's  debt.  He  also 
installed  a  state-of-the-art  IBM  com- 
puter system  that  cut  the  time  it  took 
to  send  out  bills  to  3  days  from  21  and 
helped  bring  in  long  overdue  pay- 
ments. By  1991  Rural  Metro  was  back 
in  the  black. 

Keeping  up  the  pressure  on  poten- 
tial deadbeats,  in  1992  Manschot  in- 
vested $100,000  for  software  that 
automatically  dials  delinquent  ac- 
counts, patching  the  call  through  to 
collectors  only  when  a  real  person — 
not  an  answering  machine — picks  up 
the  phone.  The  software  allows  each 
of  the  company's  18  collectors  to 
contact  18  to  20  people  an  hour,  up 
from  6  an  hour  three  years  ago.  Rural 
Metro's  bad  debts  dropped  to  19.8% 
of  total  billings  last  year,  from  26%  in 
1990.  Operating  margins  rose  to  9% 
from  operating  losses  in  1990. 

With  Rural  Metro's  financial  health 
restored,  Manschot,  now  51,  is  again 
buying  up  small  ambulance  opera- 
tors— last  year  Rural  Metro  bought 
1 1  ambulance  companies  and  signed 
letters  of  intent  to  buy  2  others.  To 
help  finance  the  deals,  Manschot  sold 
29%  of  Rural  Metro  for  $22  million  in 
a  July  1993  initial  public  offering.  A 
secondary  offering  last  May  raised 
another  $19  million.  Since  the  1993 
IPO,  Rural's  Nasdaq-traded  shares 
have  risen  from  12V2  to  a  recent  18%. 

But  Manschot  is  careful  not  to  let 
the  acquisitions  detract  him  from 
close,  hands-on  management  of  prac- 
tically every  facet  of  Rural  Metro's 
operations.  He  insists  that  his  15-odd 
senior  managers  receive  a  daily  print- 
out detailing  performance  of  the 
company's  ambulance  and  fire  busi- 
ness in  each  of  Rural  Metro's  markets. 
He  regularly  commissions  anony- 
mous employee  opinion  surveys  to 
track  morale  and  personally  checks  up 
on  each  operation  as  often  as  three 
times  a  year. 

"To  succeed  you  have  to  microman- 
age,"  Manschot  avers.  "No  detail  is  too 
small."  He's  talking  about  Rural  Met- 
ro, but  the  principle  applies  to  nearly  all 
up-and-coming  businesses.  H 
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0  APPLY  CALL:  1-800-THE-CARD. 

&1994  Amencan  ExpressTravel  Related  Services  Company,  Inc. 


JTSIDE    LOCK 


,r>    FLOOR  PLAN 


3rd  FLOOR  PLAN 


People  love  their  homes.  People  are  proud 
of  the  improvements  they  make  to  their 
homes.  They  enjoy  that  sense  of  accomplish- 
ment-being able  to  work  with  their  hands, 
being  able  to  turn  a  piece  of  wood  into  some- 
thing exciting. 

The  thing  that  turns  our  sales  associates 


What  we're  interested  in  is  a  relationship. 
We  are  in  the  relationship-building  business, 
think  American  Express  is  in  the  relation- 
ship business,  too.  It's  a  company  that  cares 
about  its  customers,  and  understands  that 
the  Card  only  means  something  when  the 
services  behind  that  Card  are  substantial. 


ROOF  2<\-i. 


"WHEN   YOU  60  10   $OYAttOW'$   HOME  . THE  FIRST 

THING    THEY  SHOW  YOU    Y?    NOT  WHAT  THEY  BPU6HT 

IT'e  WHAT  THEY  PIP  THEMSELVES.  " 


on  more  than  anything  else  is  their  ability  to 
help  their  customers  master  those  skills. 
To  help  them  create  a  home  from  a  house. 
What  we  are  about  is  service.  Our  sales 
people  don't  necessarily  sell  products,  they 
sell  solutions.  And  we  always  try  to  do  it  at  the 
least  possible  cost  to  the  customer,  because 
we're  really  not  interested  in  the  transaction. 


I  believe  our  customers  see  the  same 
standards  in  American  Express  that  they  see 
in  our  company. 

The  American  Express8  Card  is  welcomed 
at  The  Home  Depot,  and  lots  of  other  places 
close  to  home. 

Arthur  Blank, 
Co-Founder,  The  Home  Depot 
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Don't  Leave  Home  Without  It.* 
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Lat  Kle  in  retailing:  super  pet  stores 

everything  from  feed  to  medical  care— 
encourage  the  ultimate  consumers 
to  come  along  with  their  masters. 

Pooper-scooper 
dooper 


By  Christie  Brown 

You  can  hear  the  Petstuff  store  in 
Dale  City,  Va.  long  before  you  see  it. 
A  dozen  dogs,  barking,  sniffing  and 
snarling  at  each  other,  scramble  in  and 
out  of  cars.  More  animals,  up  for 
adoption  from  a  local  shelter,  vie  for 
attention  from  cages  at  the  doorway. 
Inside  the  cavernous  20,000- 
square-foot  space,  wild  swallows  skim 
the  ceiling  and  40-pound  bags  of  pet 


food  are  stacked  25  feet  high.  Dogs 
and  owners  prowl  aisles  that  are  filled 
with  everything  a  piranha,  iguana  or 
mastiff  could  desire.  Doggy  dental 
floss  bones,  purple  aquarium  gravel, 
hamster  starter  kits  and  bins  of 
squeaky  toys  and  dried  pigs'  ears. 

Petstuff,  based  in  Roswell,  Ga.,  has 
61  superstores  situated  on  the  eastern 
seaboard  and  in  Toronto.  Its  stores 


offer  staples  at  10%  to  30%  off  those 
prices  prevailing  at  supermarkets, 
and,  with  10,000  items  in  stock,  lots 
of  temptation  for  owners  to  do  a  bit  of 
impulse  shopping.  To  stimulate  those 
impulses,  shoppers  are  encouraged  to 
bring  their  pets  with  them. 

Americans  spent  $17  billion  on 
food,  supplies  and  care  for  their  pets 
in  1993.  More  than  twice  as  many 
households  have  a  pet  as  have  a  child 
under  the  age  of  1 8 — perhaps  because 
pets  seldom  talk  back  and  don't  re- 
quire an  expensive  college  education. 
With  a  market  this  big  it's  no  surprise 
superstores  are  growing.  Two  years 
ago  there  were  about  250  of  these 
superstores  in  the  U.S.;  now  there  are 
some  650,  with  another  500  or  more 
scheduled  to  open  by  1997. 

Their  big  volume  enables  them  tc 
engage  in  heavy  promotion.  Last  yeai 
PetsMart  teamed  up  with  the  Discov 
ery  Channel.  PetsMart  buys  advertis 
ing  time.  Discovery  sets  up  in-stord 

Molly,  a  satisfied  shopper 
From  250  superstores 
two  years  ago  to  650  now. 


Enough  about  employee 
benefits.what  about 
employer  benefits? 

Virginia  manufacturers  pay 
the  lowest  workers  compensation  rates 

in  the  country. 

Virginia  is  the  northernmost  right-to-work 
state  in  the  country 

Virginia's  corporate  income  taxes 
haven't  increased  since  1972. 

Virginia  has  been  named  the  best  fiscally 
managed  state  in  America! 

60%  of  the  U.S.  market  is  located  within 
750  miles  of  Virginia. 

Virginia 

The  Bottom  Line  State 


For  more  information  contact:  Wayne  Sterling,  CED,  Director,  Virginia  Department 
of  Economic  Development,  P.O.  Box  798,  Richmond,Virginia  23206-0798, 1-804-371-8202. 

*Financial  World.  "The  State  of  States"  ranking,  May  12, 1992;  May  15,  1993. 


Pet  superstore: 


boutiques  selling  videos  and  posters. 

Petstuff  has  the  same  warehouse 
concept  as  PetsMart  and  is  in  some  of 
the  same  markets.  Price  wars  have 
erupted  as  the  two  duke  it  out.  For 
example,  when  told  that  PetsMart 
prices  a  bag  of  Science  Diet  $4  lower, 
Petstuff  promptly  offered  to  beat  it. 

Pet  Food  Warehouse  has  stayed  out 
of  this  fight  by  sticking  to  regional 
markets  in  the  Midwest,  not  yet  tar- 
geted by  others. 

"If  you  copy  PetsMart  you  get 
eaten,"  says  Petco  President  Brian 
Devine,  an  18 -year  veteran  with  Toys 
"R"  Us  who  joined  Petco  in  1990. 
To  differentiate  Petco,  Devine 
dropped  mass- brand  pet  food  and 
sells  only  high-margin  pet  supplies 
and  premium-brand  foods,  which  are 
growing  at  25%  compounded  annual- 
ly. Some  of  Petco's  prices  are  slightly 
above  PetsMart's  but  still  well  below 
full  retail.  Petco  has  also  kept  its  stores 
comparatively  small — 12,000  square 
feet  on  average — so  they  can  be  closer 
to  cities  than  their  competition. 

How  can  these  stores  undersell  su- 
permarkets? They  can  sell 
both  premium  and  mass  brands  at 
below  cost  as  loss  leaders.  They  more 
than  recoup  with  pel  toys  and  supplies 
that  have  margins  of  50%  and  up.  (In 
contrast,  mass  brands  have  about  an 
8%  profit  margin,  and  premium 
brands  about  20%.) 

Kim  Rogers  wheels  her  grocery  cart 
through  the  checkout  counter  at  the 
Dale  City  Petstuff,  Amber,  her  golden 
retriever  puppy,  perched  in  the  kiddy 
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Petstuff  store  in  Virginia 
A  day  out  for  kids  and  pets. 
Employees  have  pooper-scooper  duty 
cleaning  up  after  Fido  and  Fifi. 


seat,  dog  food  piled  in  the  back.  Hus- 
band Ron  trails  with  an  enormous 
new  pet  carrier.  Total  cost  of  Amber's 
goodies:  $120.  "There's  so  much  to 
choose  from,"  smiles  Kim,  "and  it's 
so  neat  they  let  pets  come." 

All  of  this  is  bad  news  for  supermar- 
kets, which  have  long  had  the  lion's 
share  of  this  business.  The  grocery 
stores'  pet  food  sales  have  dropped 
from  95%  a  decade  ago  to  55%.  It  is 
bad  news,  too,  for  veterinarians,  who 
have  made  nice  side  change  selling 
premium  pet  foods,  like  Hill's  Science 
Diet  and  lams.  Some  superstores  also 
offer  in-house  grooming,  obedience 
training  and  vet  clinics.  At  some  of 
them  shoppers  can  adopt  animals 
placed  there  by  local  animal  shelters. 


Traditional  veterinarians  are  in  a 
furor  over  the  in-house  vet  clinics. 
"This  is  exploding  like  a  bomb,"  says 
Karyn  Gavzer,  marketing  director  of 
the  American  Veterinary  Medical  As- 
sociation. "Those  who  choose  to  stay 
in  traditional  practices  are  going  to 
have  to  reposition  themselves." 

Deborah  Watkins  might  agree.  She 
recently  took  her  poodle,  Cham- 
pagne, to  get  a  complete  checkup  and 
shots  at  the  Dale  City  PetstufFs  clinic 
for  $50.  "It  cost  much  more  at  my  old 
vet,"  says  Watkins. 

There  are  16,000  animal  hospitals 
in  the  U.S.  and  some  55,000  vets. 
Vets  and  animal  hospitals  are  consoli- 
dating in  part  because  of  pressure 
from  the  superstores.  Veterinary  Cen- 
ters of  America,  based  in  Santa  Moni- 
ca, Calif,  is  the  brainchild  of  Neil 
Tauber  and  brothers  Robert  and  Ar- 
thur Antin,  who  built  two  outpatient' 
surgery  companies  in  the  1980s.  "Pet 
care  has  a  lot  of  the  same  characteris- 
tics human  health  care  did  15  years' 
ago,"  says  Bob  Antin. 

Since  1986  the  team  has  bought  up( 
35  veterinary  hospitals  and  four  ann 
mal  laboratories,  which  service  4,000 
independent  hospitals  around  thei 
country.  To  their  benefit,  there  is  na 
government  interference  in  the  veter 
inary  world. 

"At  first  everyone  thought  we  wert 
the  devil,  the  Antichrist,  pencil  push 
ers  who  were  going  to  make  them 
operate  naked  to  cut  costs,"  recall: 
Antin.  "We're  almost  the  good  guys** 
now  it's  the  superstore  clinics  who  an 
the  biggest  villains,"  adds  vca  finam 
cial  officer  Tomas  Fuller. 

In  1993  vca  began  a  joint  venture 
with  H.J.  Heinz,  which  owns  24%  o 
all  vca  stock,  to  make  and  sell  premi , 


How  the  pet  players  stack  up 


Company 


Pet  Food  Warehouse 

Petco 

PetsMart 

Petstuff 

Veterinary  Centers  of  America 

NM:  Not  meaningful.     Sources:  Analyst  reports  from  Needham  &  Co.,  Dabney  Resnick,  and  Dam  Bosworth. 


Number 
of  stores 

1994  Est 
revenue            net 

Recent 
price 

1995 
P/E 

or  hospitals 

($mil) 

income 

($mil) 

21 

$35.8 

-$2.2 

3Ve 

NM 

219 

188.0 

4.4 

17% 

15.7 

180 

594.0 

13.5 

34 

37.2 

61 

77.0 

-10.3 

9 

26.4 

35 

42.0 

0.6 

861/64 

15.0 

The  vet  hospitals  are  now  consolidating, 

partly  because  of  pressure  from  the  superstores. 
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We  want  to  clear  the  air.  By  eliminating  asbestos.  And 
CFCs.  By  building  one  of  the  world's  very  finest  luxury  sedans 
in  a  state-of-the-art,  environmentally  sound  factory.  The 
Mazda  Millenia  even  offers  (admittedly  for  a  bit  more)  an 
incredible  engine  that  increases  power  while  decreasing 
pollution  and  fuel  consumption.* 

For  more  immediate  gratification,  the  Millenia  offers  a 
complete  host  of  luxury  amenities,  plus  our  36-month/50,000- 
mile  warranty  and  24-hour  Emergency  Roadside  Assistance.** 

For  a  free  brochure,  call  1-800-639-1000.  And  starting  at 
just  $26,000,  even  the  price 


will  be  a  breath  of  fresh  air.+ 


millenia 
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Signed  Linke  Louis  XV 
Rococo  chandelier. 
51"  drop  x  23"  diam. 


Apple  Blossom  lamp. 
23"h  x  16"  diam 
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For  a  FREE  color  catalog,  contact: 

Red  Baron's  Dept.  O,  6450  Roswell  Rd.,  Atlanta,  Ga.  30328 

(404)252-3770   Fax  (404)257-0268 


Pet  superstores 

um  pet  foods.  Select  Balance,  the  nev 
brand,  has  been  marketed  througl 
VGA's  hospitals,  pet  food  stores  anc 
internationally.  VCA  came  up  with  ; 
clever  marketing  strategy  to  increas< 
promotion.  For  no  fee,  it  offers  man 
agement  consulting  to  independen 
hospitals,  which  in  return  stock  Selec 
Balance.  So  far,  almost  900  hospital 
have  taken  it  up  on  the  offer. 

The  Pet  Practice  is  another  entry  ii 
the  veterinary  sweepstakes.  Expectec 
to  go  public  this  spring,  it  is  owned  b; 
King  of  Prussia,  Pa. -based  Foste 
Management,  which  had  a  string  o 
human  health  care  companies  to  it 
name,  including  Foster  Medical 
Started  in  1993,  the  Pet  Practice  ha 
acquired  49  animal  hospitals.  Unlik< 
vca's  hospitals,  the  hospitals  belong 


"Everyone's  concerned 
about  the  first  lawsuit,  when 
'lufly  bites  a  customer  " 


ing  to  the  Pet  Practice  all  carry  th 
corporate  name  and  are  clustered  ii 
regions  like  Detroit  and  Chicago 
"We  want  to  provide  continuous  can 
and  build  a  brand  name,"  says  Presi 
dent  Peter  Cohen. 

Established  pet  food  providers  hav 
gotten  the  message  and  are  rushing  t< 
get  bigger.  Hartz  Mountain  recent! 
sold  off  nonpet  divisions,  bought 
controlling  stake  in  one  pet  suppl 
company  and  is  negotiating  to  acquir 
two  more.  Nestle  just  bought  Alpo  fc 
$510  million  from  Grand  Metropoli 
tan  Pic's  Pillsbury.  With  its  Friskie 
and  Mighty  Dog  brands,  Nestle  is  tie 
as  the  world's  largest  pet  food  manu 
facturer,  along  with  Ralston  Purin; 
Clearly  the  suppliers  feel  that  the 
need  plenty  of  heft  to  counter  the  hei 
of  the  new  diversified  retailers. 

Of  course,  running  a  super  pet  stor 
isn't  all  fun  and  games.  What  with  s 
many  animals  roaming  the  aisles,  err 
ployees  are  expected  to  do  poopei 
scooper  duty.  It  wouldn't  do  to  hav 
customers  putting  their  feet  in  i 
Then  there  is  the  worn'  about  lawyer: 
"Everyone's  concerned  about  th 
first  lawsuit,  when  Muffy  bites  a  cus- 
tomer,'' says  Geri  Mitchell,  spoke; 
man  for  the  Pet  Industry  Joint  Adv 
sory  Council  in  Washington,  D.C.  ■ 
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A  New  Year. 

ANewWayToTake 

A  Look  At  Your  Portfolio. 
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Introducing  Fidelity  PortfolioMatchSM-  With  the  start  of  a  new  year,  now  may  be  the  best  time  to  review 
and  refine  your  investment  strategy.  PortfolioMatch  gives  you  a  step-by-step  guide  to  help  you  evaluate  your 
current  investments  and  strengthen  your  portfolio.  In  3-5  hours  total,  you'll  get  an  important  reality  check - 
plus  some  action  steps  that  are  tailored  to  your  individual  needs.  Here's  what  you'll  find  inside. 


0  Calculating  Your  Goals 
Retirement,  college  tuition . .  .whatever  your  goals, 
PortfolioMatch  can  help  you  define  them,  determine 
costs  and  timeframes,  and  adjust  your  savings  plan 
accordingly. 

0  Designing  Your  Portfolio 
Developing  a  plan  appropriate  for  your  needs,  using 
asset  allocation  to  your  best  advantage,  gaining  per- 
spective on  stock,  bond,  and  short-term  investment 
performance. 

0  Evaluating  Your  Existing 
Investments 

A  logical  approach  that  includes  a  "reality  check"  work- 
sheet to  help  you  determine  whether  your  current  invest- 
ments are  in  line  with  your  goals  and  objectives. 

0  Understanding  Performance 
Setting  realistic  expectations  for  your  investment  plan 
and  reviewing  how  your  investments  compare  to  their 
benchmarks. 

0  Lowering  Your  Tax  Burden 
Building  a  tax  strategy  for  your  portfolio.  Practical  steps 
vou  can  take  to  reduce  and/or  offset  taxes. 


0 

0 


Refining  Your  Portfolio 

Strategies  on  diversification  within  asset  classes,  how  to 
readjust  your  portfolio  to  its  original  allocation,  and  the 
importance  of  periodic  evaluation. 

Fidelity  Solutions 

Action  steps  to  help  you  strengthen  and  refine  your 
portfolio,  plus  an  outline  of  related  Fidelity  products 
and  services. 


We're  confident  that  PortfolioMatch  can  help  you  get  -  and  keep  -  your  investments  on  track  in  1995.  It's  one 
more  way  Fidelity  is  working  to  give  you  the  information  and  tools  you  need  to  make  your  own  investment 
decisions. 

To  order  your  complimentary  copy  of  Fidelity  PortfolioMatch  -  call  24  hours 
1-800-544-392  5  or  visit  the  Fidelity  Investor  Center  near  you. 


Fidelity 


Investments' 


2d 

For  more  complete  information  on  any  Fidelity  fund,  including  charges,  expenses,  and  applicable  redemption  fees,  call  or  write  for  a  free  prospectus.  Read  it  carefully  before  you 
invest  or  send  money.  Share  prices  (except  on  money  market  funds),  yields,  and  returns  will  vary,  and  you  may  have  a  gain  or  loss  when  you  sell  your  shares.  Fidelity  Distributors 
Corporation.  82  Devonshire  Street.  Boston,  MA  02109. 


We're  bringing  you  an  audit  that  focuses  on  where 
you  want  to  go,  not  just  where  you've  been. 


An  audit  that  only  looks  back  on  the  past  won't 
help  you  move  ahead —  especially  in  today's  turbulent 
business  world. 

Thafs  where  Arthur  Andersen  can  help.  While 
others  audit  your  numbers — Arthur  Andersen  audits 
your  business.  With  new  measurements.  Better  feedback 
on  controls.  Plus,  creative  ideas  to  help  you  improve 
performance. 

Experienced  Arthur  Andersen  auditors  compare 
your  controls  and  operating  processes  to  the  best  in  the 
world  using  the  proprietary  Global  Best  Practices9" 
knowledge  base.  Available  only  to  Arthur  Andersen 
professionals,  the  Global  Best  Practices  knowledge  base 
is  constantly  updated.  In  these  professionals'  trained 
hands,  if  s  an  unequaled  resource. 

Arthur  Andersen  auditors  can  then  share  insight 
with  you  and  help  you  discover  innovative  ways  to 

©1995  Arthur  Andersen,  Arthur  Andersen  &  Co,  SC  All  rights  reserved. 


improve  your  company's  processes  and  enhance 
performance. 

Find  out  how  you  can  get  more  from  your  audits. 
To  discuss  with  us  personally  how  our  Global  Best 
Practices  services  can  help  youniove  your  company 
ahead,  call  your  local  Arthur  Andersen  office,  today. 


Global  Best  Practices 


Putting  insights 
into  practice?" 


Arthur 
Andersen 


Arthur  Andersen  &  Co,  SC 
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Policy  is  not  made  fair  or  unfair  by  improving 
one  man's  prospects  or  diminishing  another's. 

The  sins  of  the 
grandfathers 


BY  STEVEN  E.  LANDSBURG 


Steven  E.  Landsburg  is 
associate  professor  of  economics  at 
the  University  of  Rochester  and  author  of 
The  Armchair  Economist. 


Reassessment  increased  my  property 
taxes  40%.  My  neighbor  escaped 
unscathed.  This  inspired  me  to  make 
some  ill-considered  remarks  on  the 
unfairness  of  it  all.  "You're  right," 
agreed  my  neighbor.  "It  is  unfair. 
Apparently  you've  been  underpaying 
your  share  for  the  past  15  years.  You 
ought  to  make  amends  with  a  big 
donation  to  the  town  treasury. " 

He  had  me  there.  There  is  nothing 
intrinsically  fair  about  the  status  quo, 
and  nothing  intrinsically  unfair  about 
change. 

In  public  affairs,  there  are  two  great 
sources  of  inertia.  The  first  is  well 
recognized:  Interest  groups  coalesce 
around  existing  bureaucracies  and 
become  difficult  to  dislodge.  The 
second  is  more  insidious:  Rhetoric 
about  fairness  tends  (quite  mistaken- 
ly) to  "grandfather  in"  special  privi- 
leges like  my  low  assessment. 

That  grandfathering  effect  was 
prominent  in  the  battles  over  GATT 
and  Nafta.  The  party  line  among  eco- 
nomically literate  liberals  goes  some- 
thing like  this:  "The  gains  from  free- 
trade  are  too  good  to  pass  up,  but  at 
least  the  winners  ought  to  share  their 
good  fortune  with  the  losers."  Thus, 


following  the  passage  of  Nafta, 
Michael  Kinsley  wrote  in  the  New 
Republic  that  "when  a  $16-an-hour 
American  loses  his  job  to  a  $3-an- 
hour  Mexican,"  fairness  and  political 
prudence  dictate  that  he  be  compen- 
sated for  his  loss. 

Maybe  Kinsley  was  right  regarding 
political  prudence,  but  fairness  seems 
to  dictate  just  the  opposite.  Here  we 
have  an  American  who  has  for  years 
charged  the  rest  of  us  $16  for  some- 
thing we  ought  to  have  been  able  to 
buy  for  $3.  Fairness  dictates  that  he 
and  others  who  have  benefited  from 
protectionism  compensate  the  major- 
ity of  their  countrymen — many  of 

Protectionism 
allows  privileged 
groups  to  exploit 
the  consumer. 


whom  earn  substantially  less  than  $16 
an  hour — who  have  borne  the 
burden.  Motivated  by  the  passion  for 
fairness  that  I  share  with  Michael 
Kinsley,  I  have  a  policy  recommenda- 
tion to  offer.  I  propose  that  every 
American  who  loses  his  job  as  a  result 
of  Nafta  should  have  a  portion  of  his 
assets  confiscated  by  the  U.S.  Trea- 
sury. The  proceeds  can  be  used  to 
fund  a  general  tax  cut. 

Protectionism  allows  the  $16-an- 
hour  worker  to  exploit  the  consumer 
via  an  arrangement  that  is  perfectly 
legal  but  entirely  unfair.  It  is  therefore 
odious  in  the  same  way  that  legalized 
slavery  is  odious,  though  of  course 
not  to  the  same  extent.  When  slavery 
is  abolished,  what  does  fairness  dic- 
tate? The  logic  of  Kinsley's  proposal 
would  have  us  compensate  the  ex- 


slaveowners,  while  the  logic  of  my 
counterproposal  would  have  us  com- 
pensate the  ex-slaves. 

What  I  am  advocating  is  a  sort  of 
zero-based  budgeting  in  the  rhetoric 
of  fairness.  A  policy  is  not  made  fair 
or  unfair  by  improving  one  man's 
prospects  or  diminishing  another's;  it 
is  made  fair  or  unfair  by  its  conformi- 
ty to  some  absolute  moral  standard. 
We  may  disagree  about  what  is  the 
right  moral  standard,  but  that  dis- 
agreement will  be  a  lot  more  enlight- 
ening than  "I  have  a  right  to  my  agri- 
cultural subsidy  because  it's  been 
there  for  as  long  as  I  remember." 

I  hope  that  this  year's  debate  about 
the  tax  code  will  be  held  at  that 
higher  level.  In  1990  Newt  Gingrich 
told  us  that  he  preferred  the  old  rates 
to  the  new  ones,  and  in  1993  he  told 
us  the  same  thing  again.  Unless  he 
has  changed  his  mind,  he  should 
demand  a  rollback  to  the  pre- 
Bush/Clinton  tax  schedule.  The 
status  quo  has  changed,  but  the 
absolute  standard  of  right  and  wrong 
is  presumably  no  different  from  what 
it  was  four  years  ago. 

The  rollback  should  of  course  be 
retroactive  to  1990 — just  as  my  prop- 
erty tax  increase  should  have  been 
made  retroactive.  I'll  go  further:  If 
Bill  Clinton  really  believes  that  the 
rich  underpaid  all  through  the  1980s, 
he  should  have  made  his  tax  hike 
retroactive  to  1979. 

Unfortunately,  a  purely  intellectu- 
al case  against  grandfathering  cannot 
overcome  the  political  power  of 
entrenched  bureaucracies.  That 
requires  more  creative  measures. 
Consider  the  problem  of  scaling  back 
the  executive  branch  of  government. 
Departments  like  Agriculture,  Com- 
merce and  Labor  have  powerful  con- 
stituencies that  make  it  unthinkable 
to  eliminate  them  one  at  a  time.  But 
how  about  eliminating  them  as  a 
package? 

Agriculture  helps  farmers  steal  from 
workers  and  businesses;  Commerce 
helps  businesses  steal  from  farmers 
and  workers;  and  Labor  helps  work- 
ers steal  from  farmers  and  businesses. 
With  a  plan  to  abolish  all  three,  you 
could  promise  every  American  that  he 
was  losing  one  friend  and  two  ene- 
mies. Who  knows?  This  may  be 
enough  to  make  people  forget  about 
their  grandfathers.  WM 
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teered  by  reform- 
minded  leaders,  Latin 
American  countries 
have  privatized 
companies,  mastered 
inflation  and  slashed 
government  spending. 


ooking  back  five  years  ago,  no  one  could  have  predicted  the 
magnitude  of  change  that  has  since  swept  through  Latin 
America.  Steered  by  reform-minded  leaders,  Latin  American! 
countries  have  privatized  companies,  mastered  inflation  and 
slashed  government  spending.  They  have  given  new  freedom  to  capital  flows  and 
eliminated  the  regulations  that  once  thwarted  cross-border  investment. 

Latin  America's  new  economic  resilience,  whic 
has  carried  it  through  a  recent  period  of  growth,  alsc 
appears  strong  enough  to  carry  it  through  economic 
uncertainty  as  well.  The  Mexican  government  recently 
jolted  investors  with  its  sudden  devaluation  of  the  peso 
-  a  move  that,  just  a  decade  ago,  might  have  marked  the 
beginning  of  a  long  period  of  international  isolation. 
Instead,  the  government  launched  an  emergency  plan 
bolstered  by  an  $18  billion  loan  from  the  developed 
nations,  and  pointed  to  its  otherwise  firm  economic 
foundations  as  evidence  that  it  is  in  better  shape  now 
than  during  any  previous  devaluation. 

Other  countries  in  the  region  quickly  reacted  to  the 
Mexican  crisis  to  reassure  investors  that  theii 
economies  were  on  track  -  yet  another  hallmark  of  the 
new  era.  The  government  of  Argentina,  for  one,  cut 
expenditures  to  balance  its  1995  budget,  and  officials 
have  taken  pains  to  explain  their  country's  economic 
realities  to  investors.  In  Brazil,  the  newly  inauguratec 
administration  took  immediate  steps  to  show  investors 
that  it  was  working  hard  to  press  on  with  its  six-month- 
old  economic  stabilization  plan. 
On  the  whole,  recovery  has  been  big  throughout  the  region,  and  has  enhanced 
each  country's  ability  to  sell  products  and  compete  for  capital  and  investment.  Eachr 
year  has  brought  a  cascade  of  new  growth.  Annual  inflation  -  once  at  record  heights  tj, 
-  has  fallen  to  single  digits  in  some  countries.  Attitudes,  too,  have  evolved  along  with 
statistics.  Not  only  has  the  controversy  that  nearly  scuttled  NAFTA  abated,  but  ai 
December's  Summit  of  the  Americas,  the  U.S.,  Canada  and  Mexico  broadened  the 
exclusive  pact  by  inviting  Chile  to  join. 

"We  find  ourselves  in  a  dramatically  changed  setting  in  Latin  America,  one  ol 
breathtaking  opportunities,"  says  Everett  Briggs,  president  of  the  Council  of  the 
Americas,  a  business  organization  that  promotes  free  trade  and  investment  in  the 
hemisphere. 
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hod  carmen  Rolon  knows  the  importance  of  teamwork.  She 
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But  money  can't  buy  the  feeling  I  get  working  with  these  kids. 


.tresses  it  every  day  to  her  staff  at  ITT  Island  Finance.  Then 
>n  weekends  she  teaches  it  to  a  very  special  group  of  boys,  the 
basketball  team  she  coaches.  She  wants  to  see  them  succeed 
>n  the  court,  and  in  life,  like  she  has  at  ITT  Island  Finance. 
ITT  Island  Finance  is  part  of  the  ITT  Corporation, 
global,  S23  billion  enterprise  that  employs  100,000 
jJ^J)eople  around  the  world. 


CARMEN  ROLON 

REGIONAL  MANAGER.   ITT  ISLAND  FINANCE 

SAN  JUAN 


And  whether  it's  ITT  Sheraton,  ITT  Automotive,  or  ITT 
World  Directories,  these  companies  and  all  of  our  busi- 
nesses share  a  common  goal:  To  improve  the  quality 
of  life.  Because  helping  people  is  more  than  our  job.  It's 
our  responsibility.  Just  ask  Carmen  Rolon.  For  more  infor- 
mation about  ITT,  write  to:  ITT 
Corporation,  1330  Avenue  of  the 
Americas,  New  York,  NY  10019. 
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THE  LATIN  AMERICAN  MARKET 


W  tward  reform  lined 

with         .  u  cesses  against  com- 

w  setbacks,  many  wonder 
I;,  next  for  the  region.  Will  Latin 
American  countries  in  1995  make  fur- 
ther gains  toward  the  twin  goals  that 
first  set  them  on  their  reformist  paths: 
sustainable  growth  rates  and  manage- 
able inflation? 

The  job  is  by  no  means  done. 
Public  policy  and  private  initiative  are 
primed  to  sustain  that  growth  through 
a  progressive  deepening  of  reforms. 
This  next  phase  targets  modernization 
of  the  energy  and  transport  sectors, 
further  deregulation  of  business,  more 
productive  foreign  investment,  and 
political  and  judicial  reforms. 

Although  an  end  to  hyperinflation 
was  a  great  relief  to  the  poor,  austerity 
and  privatization  have  also  meant 
unemployment.  Aware  that  failure  to 
deliver  social  programs  will  fall  hard  on 
their  governments,  many  leaders  are 
developing  programs  to  create  jobs  and 
extend  education,  housing,  health  ser- 
vices and  infrastructure  to  the  country- 
side. In  his  inaugural  speech,  Mexico's 
new  president,  Ernesto  Zedillo, 
promised  a  resolute  war  on  poverty. 

For  a  number  of  countries,  1995 
will  be  a  revealing  year.  Will  Brazil's 
Real  plan,  which  has  cut  inflation  to  a 
fraction  of  its  previous  monthly  levels 


op  executives  will 
meet  in  February  in  Miami 
to  offer  what  they  consider 
the  best  strategies  for 
structuring  investment 
in  Latin  America. 


of  50%,  be  the  definitive  mechanism  to 
stabilize  and  liberalize  the  economy? 
Will  Venezuela,  whose  leaders  have 
revived  1970s-style  exchange  and  price 
controls,  return  to  the  free-market 
fold?  Will  Mexico's  rescue  plan  miti- 
gate the  crisis  sparked  by  the  peso's 
devaluation  at  the  end  of  1994?  And 
will  enough  be  done  for  social  welfare 
to  keep  voters  delivering  the  mandate 
to  today's  reform-minded  leaders? 

Guiding  these  economies  in  1995 
through  prosperity  and  pitfalls  is  an 
unprecedented  crop  of  leaders  whose 
views  on  modernization,  fiscal  sensibil- 
ity and  open  economies  are  virtually 
homogeneous.  In  1994,  voters  in  Brazil 
elected  a  new  president  on  the  merits  of 
an  existing  program,  not  promises. 
This  year,  incumbents  in  Argentina  and 
Peru  running  for  re-election  under 
amended  constitutions  will  be  judged 
on  the  worthiness  of  their  policies  - 
policies  that  brought  economic  trans- 
formation to  both  countries. 

In  this  time  of  unfolding  opportu- 
nity, be  it  for  direct  investment,  trade, 
project  finance  or  portfolio  invest- 
ment, the  question  becomes  not 
whether  to  go  to  Latin  America,  but 
where  and  how.   „ 

At  a  three-day  conference  in 
February  in  Miami  Beach,  top  execu- 
tives will  gather  to  offer  what  they  con- 
sider to  be  the  best  strategies  for  struc- 
turing investments  in  Latin  America. 
Presented  by  Council  of  the  Americas 
and  Forbes  Inc.,  "The  Latin  American 
Market:  Investment,  Finance  and  Trade 
Opportunities"  will  assemble  a  broad 
spectrum  of  advisers,  policymakers  and 
investors  to  explore  how  best  to  inte- 
grate the  interests  of  investors  with 
those  of  the  host  country  in  what  is 
quickly  emerging  as  a  trillion-dollar 
hemispheric  market. 

Investing  in  a  Changing  Market: 
Opportunities  and  Risks 

Commercial  bank  lending  to  Latin 
America,  so  widespread  in  the  1980s, 
has  been  supplanted  by  portfolio  and 
foreign  direct  investment,  turning  the 
region  into  a  big  market  for  investors. 
Between  1990  and  1993,  about  $170 
billion  in  net  capital  flowed  into  the 
region  -  the  bulk  of  this  headed  for 
securities  in  the  companies  of  Latin 
America,  which  has  significantly  lifted 
restrictions  on  foreign  investment  in  its 
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Tourism  will 
be  as  integral 
to  the  future 
of  Latin  Am- 
erica as  trade, 
and  compa- 
nies that  focus  on  the  inbound 
and  outbound  opportunities  to, 
from  and  within  the  region  are  apt 
to  benefit  the  most.  ITT  Sheraton 
was  the  first  international  hotel 
company  to  have  a  demonstrative 
presence  in  Latin  America,  estab- 
lishing our  first  property  there 
more  than  30  years  ago.  We  main- 
tain a  significant  lead  today,  rec- 
ognized as  No.  1  by  industry  orga- 
nizations and  by  our  customers. 
To  fortify  and  extend  our  leader- 
ship, we  are  investing  more  than 
$200  million  in  renovating, 
repositioning  and  developing 
properties  in  Latin  America  over 
the  next  two  years.  Already  under 
way  is  more  than  $50  million  to 
expand  the  Sheraton  Buenos  Aires 
Hotel  &  Towers  and  nearly  $40 
million  to  renovate  and  expand 
the  San  Cristobel  Hotel  &  Towers 
in  Santiago,  Chile." 

Daniel  P.  Weadock 

President  and  Chief  Operating  Officer 

ITT  Sheraton  Corporation 


******** 


capital  markets. 

The  development  of  a  market  foi- 
these  securities  and  for  sovereign  deb 
gives  not  only  direct  access  to  capita 
but  also  provides  liquidity  to  Latir 
American  owners  of  those  securities. 

"What  Latin  America  is  going  t< 
benefit  from  is  having  significan 
investment  of  both  kinds,  and  I  thinl 
it  would  be  shortsighted  to  emphasizi 
one  entirely  at  the  expense  of  thi 
other,"  says  Geoffrey  Kenyon,  a  part 
ner  in  the  law  firm  of  Goodwin 
Procter  &  Hoar. 


Regarding  private  oil  companies 

in  Latin  America,  very  few  words  mean 

as  much  as  these  three  letters. 

■  With  72  years  of  experience  behind  us, 

replacement  ratios  in  the  industry. 

we  are  the  oldest  integrated  oil  company 

in  Latin  America:  we  explore,  extract, 

■  Our  initial  public  offering  listed  on  the 

refine  and  market. 

New  York  Stock  Exchange  topped  3,000 
million  dollars,  making  it  the  largest  in 

■  Our  exploration  program  in  Argentina 

1993  and  one  of  the  largest  in  history. 
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3,500  million 
dollars  between 
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(Argentina), 

now  and  the  year 

New  York 

2004. 

(NYSE),  London 

(SEAQ)  and  Sao  Paulo  (Brazil)  stock 

■  YPF  is  globally  competitive  in: 

exchanges.  In  1995  we  will  also  be 

•  Discovery  cost  of  hydrocarbon  reserves. 

quoted  on  the  Mexico  City,  Santiago 

•  Production  costs. 

(Chile)  and  Tokyo  exchanges. 

•  Development  cost  of  oil  discoveries. 

■  YPF  today  is  a  public  company  owned 

■  YPF  has  one  of  the  highest  production 

by  150,000  shareholders. 

Ypc 

Av.  Roque  Saenz  Pena  777  (1364)  Capital  Federal 

Buenos  Aires  -  Argentina                                                                                                                                               ■■^■■^ 
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ew  busi- 
ness and 
n  vest  - 
ment  op- 
portuni- 
ties are 
opening  up  in  the  Western 
Hemisphere.  With  the  revolu- 
tionary market  reforms  plus 
agreements  such  as  GATT, 
NAFTA,  Mercosur  and  others, 
the  political  and  economic 
changes  in  Latin  America  have 
positioned  the  countries  in  the 
region  for  high,  real  invest- 
ment growth. 

"The  challenge  ahead  is  to 
continue  and  accelerate  the 
polices  that  will  sustain  growth: 
freer  trade  and  investment, 
increased  internal  savings  rates, 
stepped-up  privatization  and 
infrastructure  investment. 

"Chase,  along  with  its  long 
tradition  of  banking  and  finance 
throughout  the  Americas,  looks 
forward  to  serving  our  clients' 
needs  in  the  region  with  its 
broad  range  of  traditional  and 
innovative  financial  services." 

Brian  O'Neill 

Senior  Vice  President 

The  Chase  Manhattan  Bank,  N.A. 


**************** 


For  portfolio  investments,  Kenyon 
expects  to  see  a  further  loosening  of 
restrictions,  and  eventually,  the  avail- 
ability of  sophisticated  financial  prod- 
ucts of  the  type  used  in  the  U.S. 

"As  Latin  America  emerges  as  a 
prime  market  for  foreign  investment, 
direct  investment  into  productive 
enterprises  -  which  brings  with  it  a 
transfer  of  technology  and  managerial 
expertise  -  has  become  vital  for  the 
countries  and  the  companies  con- 
cerned," says  Michael  Curtin,  a  manag- 


ing director  of  Darby  Overseas 
Investments,  Ltd. 

Along  with  its  reputation  as  a  hot 
new  market  for  portfolio  investment, 
Latin  America  still  carries  a  "high  risk" 
label.  In  1994,  a  rise  in  U.S.  interest 
rates,  political  turmoil  in  Mexico  and 
Venezuela,  and  the  stunning  peso 
devaluation,  sent  shivers  through  the 
stock  and  bond  markets,  interrupting 
cash  flows. 

"Some  of  the  people  who  are  new 
to  investing  in  the  area  have  learned 
that  the  markets  still  have  the  capacity 
for  being  volatile,"  says  Kenyon. 

Over  time,  says  Curtin,  as  the  cap- 
ital markets  mature  under  sound  eco- 
nomic policies,  the  need  for  political 
and  exchange  risk  mitigation  mecha- 
nisms will  decrease. 

To  portfolio  investors  in  Brazil,  a 
leading  financial  adviser  sounds  a  note 
of  caution.  "For  risk-taking  investors, 
private  equity  investments  through 
managed  portfolio  funds  seem  to  be  the 
name  of  the  new  game,"  says  Hans  J. 
Apostel,  founding  partner  of  Apostel  & 
Co.  Investimentos  Corporativos  e 
Assessoria  Ltda.  Along  with  his  partner 
Gunnar  Vikberg,  Apostel  helps  guide 
corporate  investors  on  strategic  and 
financial  issues  in  Brazil.  "However, 
caution  is  requested.  The  game  becomes 
increasingly  competitive,  and  outstand- 
ing returns  have  become  a  privilege  of 
the  very  few  who  risked  their  own  capi- 
tal intelligently  in  the  early  '90s." 

Making  the  Cross-Border  Entry 

Even  with  the  transformation  of  the 
last  years,  Latin  American  markets  - 
as  with  any  emerging  nations  -  are 
laden  with  challenges  for  investors.  Of 
all  the  advice  Jose  Aldrich  of  KPMG 
Peat  Marwick  gives  to  companies 
planning  to  enter  Latin  America,  the 
first  sounds  deceptively  obvious,  but 
can  be  overlooked  by  investors  who 
view  the  region  as  offering  uniform 
opportunities. 

"The  first  rule  is  to  get  a  regional 
business  plan  where  the  objectives  are 
clearly  defined,"  says  Aldrich,  a  partner 
in  charge  of  the  firm's  Latin  America 
Center.  A  successful  plan  implies  a 
flexible  strategy  to  accommodate  any 
changes  over  the  course  of  the  venture. 
One  consideration  might  be  to  take 
advantage  of  intraregional  trade  pacts, 
such  as  Mercosur,  which  involves 


uenos  Aires,  Argentina 

Brazil,  Argentina,  Uruguay  and 
Paraguay. 

Care  must  be  taken  to  choose  a 
country  where  investment  and  regula- 
tory issues  are  the  best  match  for  the 
type  of  investment.  Selecting  the  right 
form  of  entry  is  crucial;  among  new- 
comers, franchises  are  gaining  popu- 
larity because  of  the  relatively  easy 
entry  and  small  capital  commitment, 
says  Aldrich. 

KPMG  Peat  Marwick  advises 
those  wishing  to  do  business  in  Latin 
America  to  ask  these  simple  questions: 

■  What  opportunities  -  or  threats  -  do 
current  and  proposed  changes  in  Latin 
America  create  for  us,  and  how  should 
we  respond? 

■  Which  Latin  American  markets  and 
sectors  offer  us  the  best  returns,  and 
how  do  we  develop  them? 

■  What  resources  are  necessary  forj 
successful  Latin  American  expansion, 
and  how  will  this  affect  the  way  we 
operate? 

■  Should  we  reorganize  our  existing 
Latin  America  operations? 

Strategic  investors  are  entering  the 
region  in  a  variety  of  forms  and  mar- 
kets. In  Brazil,  for  example,  more  thar' 
60  new  franchises  have  entered  the 
market  in  the  last  two  years,  and  a  sim- 
ilar number  is  expected  in  1995.  Mon 
than  200  cross-border  joint  venture; 
were  concluded  last  year,  a  quarto 
with  equity  participation. 

"U.S.  technology,  from  hamburg- 
ers to  software,  from  shopping  malls  tc 
information  highways,  will  look  foi 
distribution  channels,  local  financing 
and  marketing  skills,"  says  Apostel 
"But  the  new  trade  and  technology- 
driven  international  business  partner: 
will  only  be  successful  with  a  wel 


'We  don't  shy  away  from 
difficult  markets  "when  you 

have  a  relationship  with  UBS, 
nothing  gets  in  the  way  of  service.  So 
when  a  customer  asked  us  to  provide 
financing  for  a  S45  million  Peruvian 
gold  mining  project,  we  didn't  hesi- 
tate. Through  our  local  efforts,  as 
well  as  our  experience  with  borrow- 
ing base  structures  and  political  risk 
insurance,  we  facilitated  Peru's  first 
project  financing  of  the  decade.  Now 
the  mine  has  increased  gold  produc- 
tion in  Peru  by  more  than  50%. 
Performances  like  this  are  nothing 
new  at  UBS.  We've  participated  in 
more  than  140  project  financings  in 
over  25  countries.  In  this  case,  UBS 
was  selected  because  of  our  expertise  in 
mining  project  financing,  and  our 
reputation  in  providing  a  broad  range 
of  solutions  to  sourcing  capital  on  a 
global  scale.  Next  time  you  need  a 
partner  not  afraid  of  taking  on  tough 
challenges,  you'll  find  UBS  a  strong  ally. 
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As  global  as  business  itself. 
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defined  erm  strategy  and  the 

willing!    ss  to  invest  systematically  in 
partners." 

Project  Finance 

While  project  finance  covers  a  host  of 
very  large  projects,  infrastructure, 
because  of  the  huge  needs  and  the  mas- 
sive dollars  associated  with  it,  has 
moved  into  the  spotlight.  Without 
modern  roads,  power  complexes  and 
transportation  systems,  no  country  can 
hope  to  compete  globally.  But  the  risks 
of  construction  and  the  vast  sums 
required  -  estimated  in  the  hundreds 
of  billions  of  dollars  through  the  end  of 
the  century  -  have  kept  project  finance 
from  reaching  its  full  potential. 

To  James  M.  Brittain,  director  of 
structured  finance  at  Deutsche  Bank, 
the  last  five  years  have  marked  a  transi- 
tion period  where  project  financiers  are 
"trying  to  push  the  edge  of  the  enve- 
lope in  terms  of  what  is  possible.  What 
is  being  contemplated  today  would 
have  been  viewed  as  impossible  12  to 
18  months  ago.  What  we  will  probably 
be  doing  in  a  year  or  18  months  from 
now  would,  hopefully,  be  unthinkable 
today,"  says  Brittain. 

With  potential  in  every  sector 
from  telecommunications  to  power, 
mining,  oil  and  gas,  the  real  question 
becomes  not  which  projects  are  viable 
for  investment,  but  where  the  money  is 
going  to  come  from.  "The  best  pro- 
jects," says  Brittain,  "are  the  ones  that 
are  going  to  get  done:  the  ones  that  are 
most  important,  and  of  highest  priori- 
ty to  the  countries;  the  ones  where 
sponsors  -  local  and  foreign  as  well  as 
countries  -  are  prepared  to  meet 
halfway  and  recognize  the  realities  of 
what  the  financial  markets  are,  and 
come  to  successful  arrangements." 

The  interest  in  the  region  has 
been  enormous,  says  Donald  B.  Kyle, 
managing  director  at  the  Union  Bank 
of  Switzerland,  who  is  approached  by 
developers,  construction  companies, 
utilities,  fuel  and  equipment  suppliers 
and  in  some  cases,  financial  invest- 
ment funds.  The  pace  for  project 
financing  can  be  frustratingly  slow, 
since  structuring  contracts  and  assem- 
the  financing  can  mean  years 
lea!  is  closed. 
:'  believes  that  the  pace  will 
quicken  in  the  coming  years.  One  rea- 
son is  the  emergence  in  the  last  three 
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Jose  A.  Estenssoro 

* 

President  and  CEO 

YPF 

years  of  the  144A  Eurobond  market, 
which  was  a  breakthrough  because  it 
provided  a  new  source  of  capital  via 
institutional  investors  for  project 
finance. 

"I  think  capital  is  going  to  be  made 
available  to  these  countries  but  it  is 
going  to  come  in  judiciously,"  says 
Kyle.  "The  initial  countries  and  pro- 
jects that  will  get  financed  are  going  to 
be  those  that  have  very  strong  funda- 


mentals, with  political  stability  and  a 
legal  framework  behind  them." 

Among  noninfrastructure  pro- 
jects, the  easier  ones  to  close  are  tied 
to  exports,  particularly  those  from 
mining  ventures.  "But  a  green-field 
toll-road  project,  which  carries  con- 
struction risk,  which  clearly  has  no 
export  element,  which  has  market  risk 
and  U.S.  dollar  debt  financing  and 
customers  dropping  local  currency 
into  the  machines  -  those  are  the 
more  difficult  ones,"  says  Kyle. 

Still,  a  number  of  major  projects 
worth  $500  million  and  more  are 
under  consideration  in  a  variety  of 
countries,  and  these  projects  are 
expected  to  dwarf  the  $50  to  $75  mil- 
lion projects  typical  of  recent  years. 
As  a  result,  Kyle  views  1995  as 
"watershed  year  for  project  finance" 
in  Latin  America. 

The  Critical  Link:  International 
Financial  Institutions 

With  competition  for  infrastructure 
financing  resources  so  intense  aroun 
the  world  that  some  analysts  refer  to  itl 
as  a  "global  war,"  it  is  not  surprising 
that  finding  the  right  financing  for 
even  the  most  secure  venture  can  be  a: 
obstacle.  Furthermore,  true  infrastruc- 
ture is  dedicated  to  a  public  need  withi 
in  the  country  and  by  its  nature  gener- 
ates local  currency  -  creating  the 
quandary  of  repaying  foreign  lenders 
in  hard  currency. 

"The  private  lending  market  is 
limited  and  very  conservative  right 
now,  and  it  looks  for  other  forms  oa 
assurance  before  lending  for  infrastruc- 
ture," says  Gilbert  D.  Porter,  partner 
and  head  of  project  finance  at  the  New 
York  office  of  the  law  firm  King  Si 
Spalding. ^Nevertheless,  adds  Porterr 
Latin  America's  economic  turnarounc 
has  given  it  a  strong,  credible  case  foi 
infrastructure  development. 

To  confer  security,  many  compa- 
nies want  to  be  allied,  often  as  a  co- 
lender,  with  one  or  more  U.S.  anc 
multilateral  agencies.  These  include  ir 
particular  the  Export-Import  Bank* 
the  Overseas  Private  Investment 
Corporation  (OPIC),  the  U.S.  Trad< 
and  Development  Agency,  and  th(| 
International  Finance  Corporatioi 
(IFC).  Countries  traditionally  have, 
been  loath  to  default  against  thesi 
agencies,  and  the  affiliation  brings  witl 
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full  range  of  universal  banking 
services  will  continue  to  play  an 
important  role  in  enabling  Latin 
American  enterprises  to  grow 
and  prosper  in  the  stronger 
political  and  economic  envi- 
ronments that  have  developed. 
For  progress  to  be  sustainable, 
there  are  enormous  needs  for 
infrastructure  development  in 
the  region  and  a  resultant  need 
for  capital. 

"Project  finance  will  play  a 
major  role  in  the  financing  of 
many  infrastructure  projects 
over  the  coming  year.  We  see 
strong  investor  interest  in  Latin 
America  on  the  part  of  our 
global  clients.  Our  commit- 
ment to  the  region  and  our 
clients  is  demonstrated  through 
our  long-term  and  growing 
local  presence  in  Latin  America 
as  well  as  the  recent  buildup  of 
our  Latin  American  corporate 
finance  and  debt  and  equity 
securities  activities." 

Donald  B.  Kyle 
Managing  Director, 

Project  Finance 
UBS  North  America 
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it  an  extra  degree  of  long-term  protec- 
tion to  a  strong  prospect. 

The  agencies  also  provide  another 

racial  advantage  through  various 

:!  risk  insurance  products  that 

,-t  expropriation,  currency 

bility  and  the  like. 

se  products  are  the  building 

for  any  infrastructure  finance 


component,"  says  Porter.  Commercial 
bank  lenders  or  insurance  company 
lenders  may  balk  when  they  consider 
the  risks  20  years  into  the  future  on  a 
cross-border  investment.  The  presence 
of  these  agencies  gives  added  comfort 
that  the  decision  to  lend  is  a  wise  one. 
"These  players  have  become  the  cata- 
lyst for  the  commercial  funding  mar- 
ketplace," says  Porter. 

When  contemplating  a  project,  it 
is  never  too  early  to  consult  with 
OPIC,  even  before  competing  against 
other  companies  for  a  bid,  says  Ruth 
R.  Harkin,  OPIC's  president  and  CEO. 

"Maybe  there  is  some  way  we  can 
be  value-added  and  help  a  company 
in  actually  getting  the  bid,"  says 
Harkin.  "While  it  is  certainly  possible 
to  do  an  infrastructure  project  in 
Latin  America  without  OPIC  partici- 
pation, having  the  U.S.  government  in 
a  deal  either  as  a  lender  or  as  a  politi- 
cal risk  insurer  really  adds  to  the  com- 
fort level  of  an  investor  doing  busi- 
ness abroad." 

Privatization  and  Infrastructure 

Strong  forces  of  deregulation  and 
privatization  are  cheating  tremendous 
opportunity  for  infrastructure  pro- 
jects, but  they  also  create  special  con- 
straints. An  understanding  of  how 
these  forces  can  and  have  been  used 
successfully  is  essential  for  future 
infrastructure  partnerships. 

A  number  of  different  approaches 
are  being  used  in  privatized  infrastruc- 
ture financing,  the  best  known  of 
which  are  called  the  Build-Operate- 
Transfer  (BOT)  structures.  There  are 
many  variations  on  the  BOT 
approach,  depending  on  the  charac- 
teristics of  the  projects,  the  regions 
and  participants,  but  they  draw  on  the 
same  financing  sources:  export  credit 
agencies,  international  financial  insti- 
tutions, local  and  international  com- 
mercial banks  and  even  the  capital 
markets. 

"Bechtel  has  used  combinations  of 
all  these  sources  while  developing 
infrastructure  projects  around  the 
world,"  says  John  D.  Carter,  president 
of  Bechtel  Enterprises,  which  is 
involved  in  the  development  of 
Samalayuca,  an  independent  power 
project  near  Juarez  in  Mexico.  "The 
current  financing  plan  for  this  project 
includes  an  export  credit  agency,  inter- 


national commercial  banks  and  inter- 
national bonds." 

Over  the  next  10  years,  says 
Carter,  key  areas  for  private  sector 
involvement  in  Latin  America  will 
include  power  generation,  water  and 
wastewater  facilities,  transportation 
and  telecommunication. 

Electric  Power  Projects 

In  any  discussion  of  infrastructure 
development,  power  projects  continue 
to  dominate  the  list  of  priorities  in 
Latin  America.  Toll  roads,  ports  and 
pipelines  are  alluring  targets  as  well, 
but  power  projects  have  made  up  more 
than  half  of  the  projects  financed  in  the 
past  five  years  in  the  region. 

"Let's  face  it:  The  growth  of  an 
economy  is  tied  largely  to  electricity," 
says  Kyle  of  the  Union  Bank  of 
Switzerland.  "The  growth  of  industry, 
advances  in  quality  of  life  and  the  stan- 
dard of  living  are  all  largely  a  function 
of  the  availability  of  lower-cost  and 
reliable  power." 

Through  most  of  the  century, 
power  plants  had  been  within  the 
domain  of  the  public  sector  in  Latin 
America.  But  with  the  financial  prob- 
lems of  the  last  decade,  that  steward- 
ship was  marked  by  a  chronic  lack  of 
investment,  maintenance,  moderniza- 
tion and  expansion  to  meet  the  needs 
of  growing  economies. 

In  the  past  few  years,  many  Latin 
American  countries  decided  to  open 
the  door  to  foreign  investment  in  the 
power-generating  sector,  at  about  the 
same  time  that  changes  in  regulations 
in  the  U.S.  made  it  possible  for  utility 
companies  to  invest  in  overseas  power 
projects.  The  result,  says  Brittain  of 
Deutsche  Bank,  has  been  "a  huge 
opportunity"  for  new  players  in  the 
market  -  which  has  further  reinforced 
electric  power  production  as  the  key 
sector  of  interest  to  foreign  investors. 

OPIC  provided  key  support  - 
$35  million  in  financing  and  $100  mil- 
lion in  political  risk  insurance  -  to  the 
first  Latin  American  private  power 
venture  financed  on  a  non-recourse 
basis,  where  the  risk  is  limited  to 
that  asset.  Mamonal  Power,  a  100- 
megawatt,  natural-gas-fired  generating 
facility  in  Colombia,  was  a  "unique 
combination  of  public  and  private  sec- 
tor financing  in  which  our  loan  guar- 
antees and  insurance  played  a  critical 
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CHASE  knows  that  to  get  results,  we  need  to 
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understand  our  clients.  The  breadth  of  our  experience 
shows  the  strength  of  that  belief. 

Whether  we're  contributing  to  the  success  of  our  clients  by 


■r-r*l  raising  capital,  hedging  risks,  advising  on  mergers  and  acquisitions, 
or  investing  with  them,  our  commitment  to  understanding  our 
clients'  businesses  enables  us  to  create  financial  solutions  that  work. 


For  over  75  years  we've  been  playing  a  part  in  enhancing 
the  financial  well-being  of  our  clients  in  Latin  America.  And  our 
industry  expertise,  global  capabilities  and  local  knowledge  can 
benefit  you  substantially.  After  all,  our  clients  are  our  first  concern. 

CHASE       MANHATTAN. 
PROFIT  FROM   THE  EXPERIENCE? 


owing  is  applicable  to  all  the  above  Capital  Market*  transactions  with  the  exception  of  the  securities  issued  by  Bridas  Corporation:  The  securities  mentioned  herein  have  not  been  registered  under  the  Securities  Act  of  1933,  as  amended,  and  may 
be  offered  or  *old  in  the  United  Stales,  or  to  a  U.S.   person,  absent  registration  or  an  applicable  exemption  from  the  registration  requirement*. 


ADVERT1S! 


MLATIN  AMERICAN  MARKET 


trong  forces  of  deregu- 
lation and  privatization 
are  creating  tremendous 
opportunity  for  infrastruc- 
ture projects. 

role,"  says  Harkin.  "We  consider  this 
to  be  an  ideal  project  in  the  infrastruc- 
ture area." 

Surface  Transportation 

All  the  investment  in  the  world  will 
not  bring  goods  to  the  marketplace 
without  the  development  of  a  modern 
surface  transportation  infrastructure  - 
the  highways,  bridges,  tunnels  and  rail 
systems  that  are  the  backbone  of  a 
mature  economy. 

Early  forays  into  such  develop- 
ments by  private  businesses,  notably 
in  the  construction  and  operation  of 
toll  roads,  have  yielded  some  successes 
for  investors,  with  the  potential  for 
expansion  a  tantalizing  possibility. 
During  the  Salinas  Administration  in 
Mexico,  for  instance,  more  than  6,000 
kilometers  of  toll  roads  were  con- 
structed through  public-private  part- 
nerships. Although  nascent  in  their 
plans,  Colombia,  Argentina,  Chile  and 
Brazil  are  actively  pursuing  similar 
development. 

"You  have  to  develop  the  infra- 
structure necessary  to  support  industri- 
al growth  »f  the  sort  envisioned  for 
Latin  America,"  says  Scott  Miller,  presi- 
dent of  United  Infrastructure  Co.  "It  is 
one  of  the  things  that  we  just  absolutely 
take  for  granted  in  the  U.S.,  that  if  you 
bu;,d  a  factory  you  are  going  to  be  able 
tc     it  yo^r  product  shipped  from  point 
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trategically 
situated  at 
the  cross- 
roads of  the 
Caribbean, 
the  Americas 
and  Europe,  Puerto  Rico  has 
capitalized  on  its  natural  geo- 
graphic advantages  and  its 
political  affiliation  with  the 
U.S.  to  build  a  modern  econo- 
my geared  to  the  challenges  of 
the  next  century. 

"Puerto  Rico  functions  as  a 
business  and  cultural  bridge- 
head for  the  exchange  of  goods, 
services,  capital  and  ideas  be- 
tween the  Americas.  Our  Anglo 
and  Latin  heritage  enables  us  to 
act  as  guides  for  foreign  compa- 
nies entering  the  Latin  Amer- 
ican market,  and,  as  part  of  the 
U.S.,  we  offer  the  full  protection 
of  U.S.  laws.  Our  highly  educat- 
ed workforce  is  accustomed  to 
the  most  modern  business  prac- 
tices and  quality-control  stan- 
dards, and  frequently  surpasses 
mainland  U.S.  levels  of  produc- 
tivity. Our  managerial  class  has 
designed,  developed  and  imple- 
mented innovative  methods  of 
production  that  have  been 
adopted  and  applied  by  multi- 
national corporations  around 
the  world. 

"Alongside  the  natural 
beauty  of  our  island  -  and  thriv- 
ing tourism  sector  -  we  have 
evolved  a  secure,  pro-business 
environment  that  is  supported 
by  the  most  advanced  infra- 
structure in  the  region.  Puerto 
Rico  is  open  for  business." 

Jaime  Morgan-Stubbe 

CEO  ofFomento, 

Puerto  Rico's  Economic 

Development  Agency 
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A  to  point  B.  That  is  not  a  foregone  | 
conclusion  in  these  other  countries." 


Hydrocarbon  Development 

Latin  America  represents  one  of  the 
most  significant  opportunities  for  an 
increase  in  the  world's  supply  of  oil 
and  gas,  not  only  to  meet  the  needs  of 
the  local  markets,  but  also  to  supply 
other  countries  around  the  globe  - 
such  as  the  U.S. 

Venezuela  has  historically  been 
one  of  the  largest  providers  of  hydro- 
carbons to  the  U.S.,  and  Mexico  has 
long  been  a  leader  in  production. 
Other  markets  could  also  play  such  a 
role  in  the  near  future  -  notably 
Colombia,  Ecuador,  Bolivia  and 
Argentina,  along  with  some  potential 
for  foreign  investment  or  privatiza- 
tion of  the  industry  in  Peru  and 
Brazil. 

Finding  local  supplies  of  power 
will  be  important  to  the  region.  The 
focus  in  coming  years  will  not  only  be ! 
in  increasing  oil  production,  but  also 
in  developing  additional  reserves  and  I 
establishing  the  transportation  net- 
work needed  to  bring  the  supplies  to  i 
market  -  whether  foreign  or  local. 

"Infrastructure  development  in  the 
oil  and  gas  business  is  a  significant  out- 
let of  challenge  and  opportunity 
in  Latin  America,"  says  Ian  Schott- 
laender,  managing  director  of  the 
global  petroleum  group  at  Chase 
Manhattan  Bank.  "In  many  markets, 
supply  outpaces  the  capability  to  deliv- 
er to  market." 

One  example  of  that  is  Argentina, 
where  the  burgeoning  supply  -  in 
part  a  benefit  of  the  recent  privatiza- 
tion of  the  oil  company  YPF  -  cannot 
be  fed  efficiently  to  either  the  local  or 
export  markets  because  of  constraints 
in  transportation  infrastructure. 

YPF  exemplifies  the  pinnacle  of 
achievement  in  several  areas:  the 
biggest  privatization,  and  at  $3  billion, 
the  largest  initial  public  offering 
(IPO)  to  date  of  any  Latin  American 
company,  and  the  only  complete 
opening  to  private  sector  development 
of  the  hydrocarbons  industry  in  Latin 
America. 

"In  the  YPF  case,  very  clear  and 
specific  objectives  were  set  from  the 
very  beginning,  and  the  implementa- 
tion was  carried  out  with  a  great 
degree  of  transparency  and  very  effec 
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Brazil,  with  the 
most  solid  indus- 
trial culture,  will 
be  a  natural  an- 
chor for  both  U.S. 
and  European  in- 
vestors. But,  strategic  and  private 
equity  investors  will  be  facing 
common  opportunities  and  pitfalls 
of  cross-border  entry  and  strategic 
alliances.  Despite  extremely  attrac- 
tive growth  rates,  the  volatility  of 
the  economy  will  continue  and  must 
be  fully  understood. 

"This  is  certainly  one  of  the  rea- 
sons why  the  asset  appreciation  and 
market  performance  of  our  private 
equity  investors  and  corporate  clients 
have  constantly  outperformed  finan- 
cial markets  and  competitors." 

Hans  J.  Apostel 

Founding  Partner 

Apostel  &  Co. 


**************************** 


tive  leadership,"  says  Jose  Estenssoro,  chairman  of  the  newly  privatized  YPF, 
who  was  recently  named  "CEO  of  the  Year  in  Emerging  Market  Countries" 
for  his  efforts. 

The  key  to  this  success,  according  to  Estenssoro,  was  the  development  of  a 
precise  plan  guided  by  knowledgeable  professionals,  obtaining  the  full  support 
of  the  president  and  congress  in  Argentina  and,  finally,  drawing  on  the  very 
strong  public  support  for  the  country's  overall  privatization  process. 

As  always,  it  is  a  danger  to  view  Latin  America  as  a  monolith  -  one  vast 
region  in  which  similar  goals  govern  the  decisions  made  by  governments. 
Views  vary  from  country  to  country,  and  nowhere  do  those  views  seem  more 
disparate  than  when  it  comes  to  a  policy  on  hydrocarbon  development.  The 
spectrum  ranges  from  Mexico,  strongest  in  its  view  of  the  importance  of  pro- 
tecting the  natural  resource  base  of  the  country  from  foreign  investment,  to 
Argentina,  where  the  industry  is  almost  fully  privatized. 

As  with  other  sectors,  the  need  for  investment  capital  in  the  energy  sector 
outstrips  the  appetite.  As  a  result,  industry  participants  and  financiers  are  being 
far  more  disciplined  in  reviewing  projects  -  and  comparing  them  with  oppor- 
tunities elsewhere  in  the  world. 

Maximizing  Access  to  the  Capital  Markets 

As  more  and  more  Latin  American  countries  seek  access  to  capital  markets, 
the  key  to  their  success  will  be  in  establishing  the  best  reputation  possible  to 
guarantee  continued  acceptance  by  the  markets  on  the  most  advantageous 
terms.  YPF  illustrates  this  winning  approach,  which  began  with  preparing  the 
company  for  privatization,  and  continued  through  the  IPO  to  its  Yankee  bond 
issue  and  through  its  current  medium-term  notes  (MTN)  program. 

The  key  to  YPF's  achievement,  says  David  Anderson,  a  director  at  CS  First 
Boston,  which  was  involved  in  preparing  the  company  for  the  IPO,  was  the  oil 
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The  Government  Development  Bank  for  Puerto  Rico  (GDB)  is  the  fiscal  agent  and  finan- 
cial adviser  to  the  Government  of  Puerto  Rico  and  its  instrumentalities.  It  is  a  key  participant  in 
the  development  of  new  economic  strategies.  The  GDB  assists  in  the  formulation  and  imple- 
mentation of  financial  alternatives  to  facilitate  the  execution  of  public  policy,  including  the 
privatization  of  government-owned  enterprises. 

The  Bank  is  a  forceful  catalyst  for  private  development.  It  oversees  special  purpose 
subsidiaries  which  include  the  Puerto  Rico  Housing  Finance  Corporation,  the  Puerto  Rico 
Development  Fund,  the  Puerto  Rico  Finance  Company  and  the  Arbitrage  Compliance  Corpo- 
ration. The  Puerto  Rico  Tourism  Development  Fund,  the  most  recenUy  created  subsidiary,  has 
been  instrumental  in  expediting  hotel  financing  and  tourism-related  projects  on  the  Island  through 
issuance  of  guarantees. 

As  of  June  30,  1994  total  assets  amounted  to  $7.5  billion  and  net  income  totalled  $110 
million  for  the  year  then  ended.  The  Bank's  capital  increased  to  $956  billion,  making  it  one  of 
the  most  strongly  capitalized  institutions  in  the  world. 
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ecent  trends  in  Latin  America  pre- 
sent a  myriad  of  opportunities  for 
Puerto  Rican  firms  to  serve 
expanding  markets  in  Latin 
America  and  to  attract  tourists 
from  the  region.  Puerto  Rico  has 
significant  competitive  advantages  in  several  industries 
as  a  result  of  almost  five  decades  of  manufacturing  activ- 
ity. The  Island  has  developed  a  large  base  of  high-tech- 
nology industries,  led  by  pharmaceuticals,  a  significant 
service  sector,  and  is  making  considerable  investments 
in  tourism  to  make  Puerto  Rico  a  premier  international 
travel  destination. 

"The  Government  Development  Bank  for  Puerto 
Rico  (GDB),  the  fiscal  agent  and  financial  adviser  to  the 
Government  of  Puerto  Rico,  also  is  a  key  participant  in 
the  development  of  new  economic  strategies  to  enhance 
the  Island's  international  competitiveness  and  growth. 
Puerto  Rico's  new  economic  paradigm  calls  for  a  more 
efficient,  entrepreneurial  and  innovative  government  and 
a  partnership  with  the  private  sector  to  stimulate  compet- 
itiveness. 

"The  GDB  is  playing  a  significant  role  in  the  imple- 
mentation of  privatization  efforts  in  new  programs  to 
provide  affordable  housing  for  the  elderly,  low-  and  mid- 
dle-income residents  and  is  moving  rapidly  in  tourism 
development,  including  the  sale  of  government  hotels  and 
the  establishment  of  mechanisms  to  finance  new  private 
tourism  projects. 

"An  office  recently  inaugurated  in  Mexico  City,  the 
result  of  a  joint  effort  between  the  GDB  and  the 
Department  of  Economic  Development  and  Commerce,  is 
expected  to  generate  new  business  opportunities.  Similar 
efforts  are  being  considered  for  other  Latin  American 
countries  such  as  Chile. 

"Locally  owned  businesses,  which  until  recently  have 
been  unable  to  export  their  high  quality  products  because 
they  lack  the  international  channels  of  distribution  that 
characterize  multinational  companies,  have  found  strong 
and  solid  support  from  the  Government  of  Puerto  Rico, 
whose  public  policy  emphasizes  the  growth  of  exports." 

Marcos  Rodriguez-Ema,  Esq. 

President 

Governmeni  Development  Bank  for  Puerto  Rico 
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company's  ability  to  establish  itself  as  a  prime  issuer,  a 
blue-chip  company  that  quickly  gained  a  high  acceptance 
with  investors.  That  standing  was  secured,  Anderson  says, 
through  YPF's  effective  interaction  with  the  investment 
and  banking  communities  at  each  stage  of  the  process. 

"It  is  a  necessity  to  keep  the  investor  community 
well  informed.  There  are  very  high  stakes  for  companies 
that  do  not  communicate  regularly,  effectively  and  accu- 
rately," says  Anderson,  who  observes  that  companies 
and  investors  are  moving  quickly  along  the  learning 
curve  throughout  Latin  America.  This  broader  base  of 
knowledge  is  spurring  investors  to  seek  out  the  blue 
chips  within  each  country  and  within  each  industry. 
"There  is  a  wide  disparity  in  the  attitude  of  investors  to 
companies  that  master  the  communication  process  and 
those  that  do  not." 

The  Emerging  Hemispheric  Trading  System 

Although  startling  headway  has  been  made  toward  mar- 
ket integration  in  recent  years  -  in  the  form  of  regional 
trade  pacts  and  the  beginnings  of  NAFTA  -  yet  another 
significant  step  was  taken  during  the  Summit  of  the 
Americas  in  December:  Leaders  throughout  the  hemi- 
sphere renewed  their  commitment  to  create  the  free  trade 
area  of  the  Americas,  and  essentially  to  eliminate  all  barri- 
ers to  trade  in  the  region.  As  part  of  this  commitment, , 
Chile  was  invited  to  join  NAFTA. 

"That  is  crucially  important  for  business.  It  means  itt 
will  be  a  single  huge  market,"  says  Dr.  Fred  Bergsten,, 
director  of  the  Institute  of  International  Economics.  "This, 
is  a  revolution  in  economic,  and  I  would  say  political, 
relations  in  the  Western  hemisphere." 

Such  a  trade  zone  is  years  away  from  reality  - 
although  Bergsten  noted  that  the  tendency  for  such 
regional  arrangements  is  to  proceed  faster  rather  than 
slower  than  planned. 

Even  in  the  absence  of  a  formal  pact,  the  momentum 
generated  by  NAFTA  has  motivated  countries  to  align 
their  economies  and  political  systems  with  the  require- 
ments that  membership  implies.  Chile  will  gain  some 
additional  trade  benefits  as  a  result  of  membership,  but! 
the  simple  fact  that  it  was  chosen  as  the  next  member  of 
the  pact  gives  the  country  added  prestige  in  the  region  - 
an  endorsement  of  the  strides  toward  economic  democra- 
cy it  has  made  in  the  years  since  the  passing  of  its  military, 
dictatorship. 

"Chile  is  trying  to  establish  itself  as  an  accepted 
international  player,  and  above  all  to  show  that  it  is  a 
changed  country,"  says  Elliot  Feldman,  chairman  of 
international  trade  practice  at  the  law  firm  of  Pepper, 
Hamilton  &  Scheetz.  "Recognition  by  NAFTA  is  anj 
endorsement  of  democratic  development." 

The  dream  of  hemispheric  integration  is  an  old  one  - 
stemming  back  at  least  to  the  days  before  World  War  I, 
when  the  U.S.  Secretary  of  State  was  William  Jennings 
Bryan.  Today's  leaders  aspire  to  a  similar  vision  in  which  aj 
common  set  of  rules  and  trading  relationships  will  bolster 
not  only  economic  strength,  but  democracy  as  well.  ■< 


Lynn  B.  Morrissey  lives  in  New  York  and  writes  about  the  Latin 
American  markets  for  a  variety  of  publications. 


CROSS-BORDER  ENTRY  &  STRATEGIC  ALLIANCES 

IN  THE  MOST  PROMISING  OF  THE 

EMERGING  MARKETS 


Eaton  Corporation 

has  acquired  a  controlling  interest  in 


nana 

Mallory  Controles  Ltda. 

a  fully  controlled  subsidiary  of 
Mallory  Ltda. 

Apostel  &  Co. 

has  acted  as  financial  adviser  to 
the  Shareholders  of  Mallory  Ltda. 


January  1995 


c$$)  Henkel  KGaA 

has  acquired  a  substantial  minority  interest  in 


Bombril  S.A.,  Brazil 

a  leading  detergent  company 
controlled  by  Cragnotti  &  Partners 


Apostel  &  Co. 


has  acted  as  Henkel  "s  exclusive  strategic  and 
financial  adviser  in  this  transaction. 


January  1995 


1995  Victory  of  vision,  consistency  and  patience 


Brazil 
Apostel  &  Co. 


•  From  financial  short-term  to  strategic  long-term  investments. 

•  From  risk  perception  to  opportunity  premium. 

•  Asset  appreciation  of  our  private  equity  investments  has 

consistently  outperformed  financial  markets. 

•  Our  role  as  leading  strategic  adviser  to  major  U.S.  and  European 
companies  in  cross-border  transactions  has  been  consolidated. 


A     Apostel  &  Co 
„,V,^,„    7  0A>7 


since  19H7 


Av.  Brigadeiro  Faria  Lima.  613  -  CEP  01 45 1-000  -  Sao  Paulo  -  SP  -  Brazil  -  Tel.:  (55  1 1)  829-6822  -  Fax  (55  1 1)  829-2252 
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Puerto  Rico 
Works 


for  You 


^2  W 


V 


FOMENTO,  Puerto  Rico's  economic  development  agency,  is  a  proud  host  of  the 
2nd  annual  Forbes/Council  of  the  Americas  Latin  American  Market  conference. 


As  a  bridge  between  North  and  South  America,  Puerto  Rico  means  business  for 
manufacturing  and  service  companies  seeking  advantage  from  the  economic 
integration  and  cultural  convergence  of  the  Americas.  Puerto  Rico  offers  a  skilled 
workforce  renowned  for  high  productivity,  highly  trained  bi-cultural  managers  fully 
conversant  with  international  business  practices,  a  world-class  telecommunications 
infrastructure,  attractive  investment  incentives  and  a  gateway  tropical  location. 
And  because  we  are  part  of  the  USA  (we're  also  a  NAFTA  member),  we're  under 
the  protection  of  the  US  legal  system. 

If  you'd  like  to  find  out  how  Puerto  Rico  works  for  some  of  the  world's  leading 
companies  —  and  why  it  could  work  for  your  company  —  please  contact 
Jaime  Morgan-Stubbe,  CEO  of  Fomento,  at  (800)  588-3742. 


Allstate  Insurance  caught  market-share  fever.  After 
a  painful  bout  and  a  painful  cure,  it's  healthy  again. 

We  grew  too  fast" 


By  Marcia  Berss 

Insurance  stocks  are  under  a  cloud. 
Allstate  Corp.  is  no  exception.  It  re- 
cently traded  at  24Vi,  close  to  its  book 
value  and  down  from  a  high  of  341/4 
prior  to  the  California  quake.  Look- 
ing backward,  it's  fairly  easy  to  see 
why  Allstate  stock  lags  the  market. 
Looking  forward,  however,  the  pic- 
ture is  a  lot  brighter. 

Allstate,  that  venerable  name  in 
property  insurance,  has  been  sore  be- 
set: hurricanes,  rising  interest  rates, 
unfriendly  regulators.  But  one  of  All- 
state's  biggest  problems  was  of  its 
own  managers'  making:  It  caught 
market-share  fever.  In  the  mid-1980s 
Allstate  chased  business  in  its  leading 
consumer  lines.  From  1985  to  1990 
its  share  of  the  private  auto  insurance 
market  jumped  from  10.4%  to  12.4%, 
its  share  of  homeowners  insurance 
from  9.6%  to  12.4%. 

To  get  extra  business  Allstate  add- 
ed agents  and  relaxed  underwriting 
standards.  It  was  thus  expanding 
straight  into  trouble.  To  build  the 
reserves  to  fund  the  extra  volume,  it 
would  need  good  profits,  but  the 
times  were  not  propitious.  "We  grew 
faster  than  we  could  fund,"  concedes 
55-year-old  Jerry  Choate,  the  32-year 
veteran  who  was  named  Allstate's 
chief  executive  officer  in  August.  Be- 
tween 1988  and  1990,  years  of  high 
growth,  Allstate's  net  income 
dropped   26%,   and   regulators   had 


cause  to  wonder  whether  Allstate 
would  have  enough  capital  to  back  its 
expanded  underwritings. 

Some  managements  would  have 
coasted  and  hoped  for  the  best.  Jem' 
Choate  and  his  predecessor,  Wayne 
Hedien,  got  cracking  to  correct  their 
mistaken  strategy.  "We  slowed  the 
business  intentionally,"  says  Choate, 
who  applied  stricter  underwriting  cri- 
teria and  adjusted  prices.  By  1993 
market  share  fell  to  12.3%  in  auto  and 
12.1%  in  homeowners. 

To  ease  concerns  about  Allstate's 
capital  base,  parent  Sears,  Roebuck  & 
Co.  sold  nearly  20%  of  Allstate  to  the 
public  for  $2.4  billion  in  June  1993 
and  credited  a  portion  of  the  proceeds 
to  Allstate's  capital  account. 

The  company  turned  around.  Its 
net  income  surged  to  SI. 3  billion  in 
1993,  S2.99  a  share,  double  1990's 
level.  After  last  year's  Northridge 
earthquake,  Allstate's  1994  net  earn- 
ings sank  to  an  estimated  S390  mil- 
lion, 86  cents  a  share,  on  revenues  of 
about  S21  billion.  But  they  should 
recover  to  about  S3  a  share  this  year  as 
premiums  firm,  and  assuming  nature 
remains  relatively  benign. 

In  California,  Allstate  is  seeking — 
and  expects  to  get — a  1 00%  rate  boost 
in  earthquake  coverage,  to  about  $3 
per  SI, 000  of  coverage.  Aid  help  is 
on  the  way  from  California,  Florida 
and  Congress  to  provide  catastrophic 


Allstate  chief 
Jerry  Choate 
First  the  agents 
left  Sears  stores. 
Now  Allstate  is 
leaving  Sears. 


reinsurance  for  underwriters. 

Allstate  was  a  huge  winner  in  No- 
vember's elections.  Politicians  who 
built  their  careers  on  bashing  the  in- 
surance industry  were  tossed  out  by 
the  voters.  In  California,  Allstate's 
biggest  market,  a  moderate  Republi- 
can who  understands  business,  Chuck 
Quackenbush,  was  elected  insurance 
commissioner.  Insurance  dema- 
gogues in  Texas  (Allstate's  fourth- 
largest  property  market)  and  Georgia 
lost.  In  Congress,  insurance  bashers 
John  Dingell  and  Joseph  Kennedy 
lost  committee  leadership  posts,  Rep- 
resentative Jack  Brooks  was  defeated 
and  Senator  Don  Riegle  retired. 

With  new  capital  from  the  1993 
public  offering  and  a  much  improved 
environment,  Chief  Executive  Jerry 
Choate  says  Allstate  is  now  in  a  posi- 


Room  to  grow 


Company 


Sales        —Combined  ratio1— 
(Sbilj  actual         excluding 

catastrophic 
losses 


ROE  Debt/         Recent      P/E Market/ 

capital  price  actual         excluding      book 

catastrophic 
losses 


Allstate 

$21.3 

112.1 

98.7 

6.6% 

8.9% 

24% 

19.0 

7.7 

1.2 

Geico 

2.7 

96.3 

95.0 

13.7 

17.92 

481/* 

16.9 

15.6 

2.2 

Safeco 

'    3.5 

104.9 

96.7 

11.9 

14.  I2 

51% 

9.3 

7.6 

1.1 

20th  Century3 

1.2 

199.4 

98.6 

NM 

48.5 

UV6 

NM 

NA 

3.5 

Data  are  for  1 2  months  ended  9/30/94.  except  combined  ratio  is  for  9  months  ended  9/30/94.    'Losses  and  expenses  to  premiums  for  property/casualty. 
'Excludes  finance/credit  company  borrowings.    3Before  American  International  Group  equity  infusion.    NA:  Not  available.    NM:  Not  meaningful. 
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With  a  relatively 
low  level  of  debt, 
Allstate  has 
ample  borrowing 
capacity  to  fund 
Jerry  Choate's 
growth  programs. 
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For  Cornell  Cherry,  a  UAW  assistant  team  coordinator  at  the  GM  Powertrain  Division,  quality  i« 
some  corporate  slogan.  He  knows  the  competition.  He  knows  that  if  General  Motors  doesn't  deli1 
outstanding  vehicles,  customers  will  look  somewhere  else.  Cornell  says,  "The  managers  und 
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General  Motors 


alityjand  I'm  not  just  a  warm  body.  I'm  a  thinking  individual  who  has  a  mind  how  to  run  the  business." 
^ddfVl  has  thousands  of  people  like  Cornell  Cherry,  working  hard  to  do  the  job  right.  Finding  ways 
{und  do  it  better.  Quality  is  something  they  take  very  seriously.  After  all,  it's  their  bread  and  butter. 


PUT    YOUR    MIND    AT    EASE 

Never  could  you  do 

word  for  word. 

with  soinethi 

All  with  just  the  touch 

And  beaut  if  n; 

|  '■_•'':                                        of  your  finger. 

An  Olym 

So  consider  the  possibilities. 

Microcitssetti 

I          %3J^^          At  home,  on  the  road 

slips  out  {tfiyour  pt>( 

ket  ^£                ^^^so       tr^^                     "'"  wherever 

as  easily  as  a  pen. 

^£,         a  thought  may  strike. 

yet  captures 

VI                                   And  you'll  think  of 

a  conference 

Jr'sL  /imk            * 

A* 

E                 -*M 

OLYMPUS 

Call  us  for  more  information,  at  1-800-221-3000.  Oi  write  Olympus  America  Inc.,  145  Crossways  P.iik,  Wonrlbmy.  NY  1 1797  2087 

The  perfect  cut 
comes  full  circle. 


Introducing  the  new  Davidoff  Round  Cigar  Cutter.  Practical  in  size. 
Elegant  in  design.  Precise  in  use.  How  precise?  Very 

The  Davidotf  Cutter  features  three  laser-sharpened  Plades  offering 
the  perfect  clean  cut  for  any  cigar  ring  gauge  And  an  exquisite 
pocket-watch  design  just  for  the  beauty  of  it. 

Elegantly  plated  in  gold,  palladium  or 
lacquer.  Our  entire  collection  is  trimmed 
in  gold  and  exactingly  crafted  with  the 
same  attention  to  detail  that  goes 
into  every  Davidoff  item. 

Trust  your  cigars  to  the  new 
Davidoff  Round  Cutter.  The  only 
one  of  its  kind  in  the  world. 


DAVIDOFF  OF  GENEVA.  INC 
535  Madison  Avenoe  at  54th  Street  New  York 
360  or  800-548-4623 

eo  North  Rodeo  Drive  Beverly  Hills 
-    i  8884  or  800-328-0039 

jse  who  are  obsessed  wfh  quality 


Shown  Diocut 
Pollooium  Patent 
penomg  Collection 
S245  00-S30000 
chain  solo  seporately 
For  catalogue  oraers 
call  1-800-328-4365 


GENEVA,  ZURICH.  LONDON.  AMSTERDAM.  BRUSSELS.  PARIS  FRANKFURT  HONG  KONG.  SINGAPORE. 
BANGKOK.  KUALA  LUMPUR,  TOKYO.  MONTREAL.  TORONTO.  NEW  YORK.  BEVERLY  HILLS 


Allstate 

tion  to  start  growing  again,  perhaps 
8%  a  year.  Life  insurance  sales  look 
particularly  promising.  Allstate  in- 
sures one  of  eight  U.S.  homes  and 
cars  but  gets  only  6%  of  its  premiums 
from  selling  life  policies  and  annuities. 
Choate  figures  Allstate's  customers 
are  excellent  prospects  for  life  insur- 
ance. Another  growth  avenue:  inter- 
national markets  like  South  America 
and  Asia.  Earthquake  coverage  is  vir- 
tually nonexistent  in  Japan. 

Allstate  clearly  picks  its  risks  care- 
fully and  prices  them  sensibly.  In  the 
key  ratio  of  expenses  to  premiums, 
Allstate  now  has  a  three  to  four  per- 


Allstate  is  starting  to  act  like 
the  independent  outfit  it  will 
soon  become. 


centage  point  advantage  over  the  av- 
erage insurer.  It  still  lags  the  nation's 
largest  personal  property/casualty 
firm,  State  Farm,  which  has  a  five  to 
six  point  edge.  And  State  Farm  writes 
nearly  double  the  premiums  of  All- 
state, with  only  20%  more  agents. 

Why  does  State  Farm  do  so  well?  It 
uses  independent  agents  who  sell  its 
products  exclusively  and  use  their 
own  capital  to  hire  staff,  advertise  and 
make  business  grow.  Allstate  has  sala- 
ried agents  whose  business  growth  is 
limited  by  the  personnel  and  capital 
allocated  by  headquarters. 

Jerry  Choate  is  developing  a  force 
of  independent  Allstate  agents  (now 
8.5%  of  the  sales  force),  but  the  con- 
version will  take  several  years.  He's 
also  hammering  on  operating  over- 
head. He  says  he'll  take  two  points  out 
of  Allstate's  expense  ratio  by  1997  (an 
annual  savings  of  around  $300  mil- 
lion) by  consolidating  processing  cen- 
ters and  investing  in  computers. 
"We're  taking  the  paper  out  of  this 
business,"  says  Choate. 

With  the  recent  announcement  of 
the  spinoff  of  its  mortgage  insurance 
unit,  Allstate  is  starting  to  act  like  the 
independent  outfit  it  will  soon  be- 
come. In  November  Sears  announced 
that  it  will  spin  off  its  remaining  80. 1% 
stake  to  Sears'  shareholders  by  mid- 
1995,  in  a  ratio  of  about  0.95  ofi 
an  Allstate  share  for  every  share  of 
Sears.  ■■ 
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videoconferencing  ]   The  AT&T  Software  Defined  Data  Network  now  available  in  our  video 


conferencing  rooms  allows  you  to  meet  face-to-face  with  virtually  anyone,  anywhere  in  the  world.  (And  you 

I 

bought  watching  television  made  you  Um  productive.)  For  rcdervatuvw  call  your travel consultant or  (&00)4Q1-T1ME. 


AT&T 
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Virgin's  free  \\mojrom  norm;  to  airport 
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Virgin's  free  \imo  from  London  airport  to  hotel 


Virgin's  free  hmofrom  hotel  to  London  airport 


Virgin's  free  hmofrom  airport  back  to  home 


The  Free  Limos  On 
Virgin's  Business  Class    I 


The  Free  Limos  On 
Other  Business  Classes 


Its  a  tough  decision. 
Take  vour  time 


Oh,  decisions,  decisions.  When  you  fly  to  London  on  Virgins  Business  Class  (we  call  it  Upper  Class®)  we  provide 

complimentary  door-to-door-to-door-to-door  limo  service.  Or  you  have  the  option  to  get  a  free  Avis  rental  car  for  four  days  instead. 

Or  a  free  First  Class  BritRail  pass.  And  thats  just  on  the  ground.  Once  in  the  air,  you  can  stretch  out  in  your  own  sleeper  seat. 

Virgin  offers  up  to  15"  more  legroom  than  other  Business  Classes.  And  on  select  flights,  we  also  have  an  in-flight  manicurist/masseuse. 

No  other  Business  Class  offers  all  this.  And  thats  just  fine  with  us.  Virgin  Atlantic  Airways.  Take  us  for  all  we've  got. 

For  information  or  reservations,  call  your  travel  agent  or  Virgin  at  800-862-8621. 
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Virgin  flies  to  Londons  Heathrow  from  Los  Angeles,  San  Francisco,  JFK  and  Newark,  and  10  Gatwick  from  Boston,  Miami,  Orlando  and  Milwaukee  (via  Midwest  Express). 


UBStKVHI  UNS 


Rocky  Marciano  knew  when  it  was  time  to  hang 
up  the  gloves.  Not  many  people  do. 

Just  words 


BY  THOMAS  SOWELL 


Dr.  Thomas  Sowell  is  an  economist 

and  a  senior  fellow  at  the  Hoover  Institution 

in  Stanford,  Calif. 


Even  those  of  us  who  have  enjoyed 
The  Far  Side  cartoons  by  Gary  Larson 
should  respect  his  decision  to  retire 
after  15  years.  Unlike  too  many  peo- 
ple in  too  many  fields,  he  knows  when 
to  pack  it  in. 

Sports  fans  have  seen  too  many  star 
athletes  continue  to  play  after  they 
had  become  painful  parodies  of  their 
former  selves.  Writers  who  continue 
to  grind  out  novels  long  after  they 
have  nothing  novel  to  say  and  aging 
beauty  queens  who  continue  their 
coquettish  ways  long  after  they  have 
become  dowagers  are  typical  of  the 
human  tendency  to  be  blind  to  the 
fact  that  you  have  just  lost  it. 

One  of  the  most  poignant  episodes 
in  the  life  of  Justice  Oliver  Wendell 
Holmes  occurred  when  he  was  in  his 
90s,  when  Chief  Justice  Charles  Ev- 
ans Hughes  visited  him  in  his  home  to 
tell  him  that  the  other  Justices 
thought  that  it  was  time  for  him  to 
retire.  Holmes  agreed  but  Hughes 
nevertheless  left  the  house  in  tears. 

It  is  not  just  the  elderly  who  need  to 
face  up  to  the  fact  that  there  may  be 
nothing  left  to  say  or  to  do.  One  of  the 
tragedies  of  American  higher  educa- 
tion is  that  professors  are  under  enor- 
mous pressures  to  "produce" — that 
is,  to  publish. 

Some  of  the  worst  drivel  in  acade- 
mia  comes  from  professors  in  fields 
such  as  English,  where  there  are  no 
breakthroughs  to  make,  but  who  still 
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have  to  publish  or  perish.  What  is  a 
scholar  specializing  in  Milton  or 
Shakespeare  supposed  to  say  that  has 
not  been  said  before? 

From  the  standpoint  of  teaching,  it 
does  not  matter  that  it  has  been  said 
before,  for  it  has  not  been  said  to  this 
particular  class  of  undergraduates  before. 
But  the  great  god  Research  requires 
human  sacrifices,  and  the  results  can  be 
seen  in  the  papers  given  at  the  tragi- 
farcical  meetings  of  the  Modem  Lan- 
guage Association,  among  other  places. 

History  books  are  being  turned 
out  less  to  inform  the  public  about 
the  past  than  to  make  some  petty 
point  to  demonstrate  the  "originali- 
ty" of  the  author.  A  recent  book 
attempting  to  show  that  Neville 
Chamberlain  was  right  and  Winston 
Churchill  was  wrong  is  perhaps  a 
particularly  striking  example  of  this 
kind  of  "revisionist"  history — or  do 
the  quotes  belong  around  "history" 
rather  than  "revisionist"? 

Even  students  are  increasingly  un- 
der pressure  to  say  something,  even 
when  they  have  nothing  to  say.  Many 
college  courses  require  a  term  paper 


What  is  a  scholar 
specializing  in  Milton  or 
Shakespeare  supposed  to  say 
that  has  not  been  said  before? 


and  the  more  ambitious  ones  may 
want  a  paper  "solving"  some  social 
"problem."  That  the  solutions  may 
be  worthless  is  the  least  of  it.  Actively 
encouraging  superficiality  is  one  of 
the  most  dangerous  things  a  college 
or  university  can  do. 

When  I  was  a  graduate  student  at 
the  University  of  Chicago,  many 
courses  required  a  paper  for  a  grade — 
but  it  was  not  necessary  to  get  a  grade 
in  order  to  fulfill  the  requirements  for 
the  Ph.D.  Therefore,  I  was  able  to 


avoid  writing  papers  when  I  had  noth- 
ing to  say  by  simply  auditing  about 
half  my  courses. 

Later,  I  was  to  discover  that  my 
mentor,  the  late  Professor  George  J. 
Stigler,  had  gotten  his  Ph.D.  at  Chica- 
go after  taking  only  one  course  for 
credit  and  auditing  the  rest.  When  he 
wrote  something,  it  was  something 
worth  writing,  as  the  Nobel  Prize 
committee  recognized. 

Nowhere  is  the  need  to  say  some- 
thing more  urgent  than  in  the  media. 
Imagine  if  Tom  Brokaw  or  Peter  Jen- 
nings came  on  the  air  to  announce 
that  there  was  really  no  significant 
news  today,  and  that  there  would  be 
a  20-minute  interlude  of  Beethoven 
sonatas  instead. 

Honest?  Yes.  Economically  suicid- 
al? Also  yes. 

The  media  in  general  and  television 
in  particular  have  an  insatiable  need 
for  material  to  fill  the  time  or  the 
space.  Moreover,  it  must  be  some- 
thing to  excite,  titillate  or  scare  the 
living  daylights  out  of  the  audience. 
Media  hype  is  the  predictable  result. 

There  always  has  to  be  some  grave 
danger,  shocking  scandal,  colorful  dem- 
onstration, strident  rhetoric  or  gory 
scene.  Sound  and  fury  do  not  signify 
nothing.  They  signify  the  bottom  line. 

This  very  need  for  storm  and  stress 
puts  the  media  at  the  mere}'  of  political 
hustlers.  Those  whose  message  can  be 
reduced  to  sound  bites  and  acted  out  in 
bizarre  demonstrations  in  effect  supply 
the  TV  news  programs  with  valuable 
footage  in  exchange  for  getting  free 
advertising  for  their  causes. 

If  a  business  were  simply  to  buy 
time  on  a  news  program,  it  would  be 
considered  utter  corruption.  But  if 
the  transaction  is  in  kind,  that  is  just 
news  coverage. 

Cartoonist  Gary  Larson  has  set  a 
fine  example  for  us  all.  He  belongs  in  a 
special  hall  of  fame  for  those  who 
knew  when  to  pack  it  in .  Heavyweight 
champion  Rocky  Marciano,  who  re- 
tired undefeated  after  49  fights,  and 
Ralph  Ellison,  who  wrote  one  great 
novel  and  then  stopped,  are  among 
the  immortals  there. 

At  the  other  end  of  the  spectrum 
are  the  talk  shows  which  encourage 
everyone  to  believe  that  he  or  she  has 
something  to  say  that  others  should 
take  seriously,  no  matter  how  igno- 
rant and  irrational  it  may  be.  ■■ 
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Iloger  Stone's  optimism  built  his  family  company  into  one 
Df  the  giants  of  the  paper  industry— and  then  almost  wrecked  it. 
lut  that  close  call  hasn't  dimmed  the  man's  energy  or  his  enthusiasm, 


5y  Matthew  Schifrin 

Talking  with    Roger   Stone   these 

lays,  you'd  hardly  know  this  was  a 
an  whose  business  was  at  the  brink 

)f  insolvency  less  than  two  years  ago. 

'Stone  Container  will  be  a  S 1 0  billion 

ompany  by  1998  and  make  SI  bil- 

ion  in  net  profit,"  he  says. 
Although  Stone  should  lose  about 

>170  million  in  1994  and  has  not 

nade  an  annual  profit  since   1990, 

hat  prediction  is  not  as  wild  as  it 

ounds.  Yet  there  were  times  in  the 
ast  half-dozen  years  when  Roger 
tone  wished  he  had  heeded  the  ad- 
ice  of  Grandpa  Joseph  Stone,  a  Rus- 

ian   immigrant   who    founded    the 

ompany  from  a  small  loft 

n  1926.       Joseph  Stone, 

lis  eldest  son  Norman  and 

lis  two  other  sons  slowly 
uilt    a    substantial    paper 

ompany    from    a    capital 

ase  of  just  S2,000,  and 

ey  consistently  operated 

n  a  simple  principle:  Build 

ash  when  times  are  good, 

uild  capacity  when  times 

e   bad.   In    1974   Roger 

tone's      uncle,      Jerome 

tone,  then  chief  operating 

fficer,    put    it    this    way: 

You  may  again   hear  of 

tone  Container  building 

t    times    when    industry 

rospects  seem  darkest  and 

ere  is  talk  of  overcapacity. 

e  find  our  best  opportu- 

ities  for  future  growth  in  the  down 

eriods."  It  is  a  principle  that  takes 

atience  but,  faithfully  followed,  is 

most  infallible. 

Roger  Stone,  who  grew  up  in  com- 

rt,  studied  at  the  Wharton  School 

d  had  no  memories  of  depressions 

r  panics,  was  of  a  different  genera- 

on  from  Uncle  Jerome.  An  unas- 

ming  and  hardworking  man,  Roger 

nonetheless  a  congenital  optimist. 

iter    expanding    fast    in    the    early 

980s,  he  launched  yet  another  ambi- 

ous  acquisition   program   on   bor- 

jwed  money  at  the  peak  of  the  1 980s 


price  cycle  in  paper.  The  last  acquisi- 
tion almost  broke  the  company. 

When  Roger  took  the  helm  in 
1979,  at  44,  Stone  was  a  $350-mil- 
lion-a-year  manufacturer  of  paper 
boxes.  In  1983  Stone  purchased  Con- 
tinental Group's  containerboard  divi- 
sion for  S505  million,  more  than  dou- 
bling the  company's  size.  In  1986  he 
bought  Champion's  brown  paper  op- 
erations for  S426  million,  and  in  1987 
he  paid  S787  million  to  buy  South- 
west Forest  Industries.  Stone  Con- 
tainer's papermaking  capacity  grew 
fivefold,  to  nearly  5  million  tons. 

His  debt  grew  apace,  but  he  was 


Stone's  fall  and  rise 


Linerboard  price  (dollars  per  ton) 


Stock  price 


$480 


440 


400 


360 


320 


280 


40 


Stone 
Container's 
stock  price  gets 
whipsawed  by 
changes  in  the 
price  of  linerboard. 
A  congenital 
optimist,  Roger 
Stone  predicts 
linerboard  prices 
will  hit  $700 
per  ton. 
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Source:  Bear,  Stearns 


able  to  pay  it  down  quickly.  Stone  was 
expanding  at  low  points  in  the  eco- 
nomic cycle,  reaping  the  benefits  of 
the  upturn.  One  of  his  principal  in- 
vestment advisers  was  another  non- 
establishment  Wharton  graduate,  Mi- 
chael Milken.  Milken  believed  in 
Stone  as  he  believed  in  an  impressive 
number  of  entrepreneurs,  and  backed 
him  to  the  hilt,  eagerly  selling  junk 
bonds  that  enabled  Stone  to  buy 
whatever  he  wanted. 

In  early  1989,  with  his  friend  Mil- 
ken too  mired  in  trouble  to  be  much 
help,  Stone  made  a  near-fatal  mistake. 


Canada's  Consolidated  Bathurst  was 
for  sale.  It  offered  Stone  a  strong 
presence  in  Europe.  Consolidated 
owned  the  largest  packaging  compa- 
ny in  Germany,  Europa  Carton;  the 
largest  producer  of  newsprint  in  Great 
Britain;  and  a  major  stake  in  the  Cana- 
dian newsprint  and  packaging  indus- 
try. Stone  felt  his  company  had  to  be 
international,  if  for  no  other  reason 
than  to  protect  its  export  markets.  In 
March  1989,  just  as  the  paper-pricing 
cycle  was  peaking,  Stone  borrowed 
$3.3  billion  in  floating-rate  bank 
debt.  He  then  bought  Consolidated 
Bathurst  for  about  $2.7  billion — us- 
ing the  rest  to  consolidate 
and  refund  existing  bank 
debt.  He  was  now  in  deep 
hock  to  the  bankers  but 
confident  he  would  be  able 
to  refinance  the  bank  debt 
with  junk  bonds. 

Then       two       horrible 
things  happened:  The  junk 
bond  market  collapsed  and 
paper  prices  went  into  a 
swoon  from  which  it  took 
them  nearly  four  years  to 
recover.     In     1993     alone 
Stone's  cash  flow  fell  short 
of  annual  interest  costs  by 
over    $200    million,    and 
$800  million  in  debt  was 
coming  due  within  a  year. 
If  the  bankers  did  not  fore- 
close, it  was  because  they 
did  not  particularly  want  to  be  in  the 
paper  business  and  they  did  have  faith 
in   Roger  Stone   and   his  operating 
team,  in  spite  of  their  fiscal  impru- 
dence. One  thing  has  always  been 
clear.  Stone  is  a  first-class  entrepre- 
neur and  an  efficient  businessman. 

Not  until  the  middle  of  last  year, 
after  paper  prices  finally  started  to 
inch  up,  was  it  certain  that  Stone 
would  pull  through.  Roger  Stone  had 
been  through  four  years  of  hell.  The 
company  survived,  but  at  a  price  to 
the  Stone  family:  On  a  fully  diluted 
basis,  the  family's  publicly  disclosed 
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ownership  of  the  company  has  been 
cut  to  15%.  Roger  Stone  and  his  able 
chief  financial  officer,  Arnold  Brook- 
stone,  spent  harrowing  months  hag- 
gling with  bankers  ovei  dt  ',>■  exten- 
sions, which  extensions  cost  the  com- 
pany at  least  $70  million  in  fees.  They 
watched  in  dismay  as,  in  a  solid  bull 
market,  Stone  Container  stock 
dropped  from  nearly  40  in  1987  to  as 
low  as  63/8  in  mid- 1993.  At  one  point 
Stone  Container  junk  bonds  sold  for 
as  little  as  65  cents  on  the  dollar. 

Yet  the  harrowing  experience  seems 
to  have  left  few  scars  on  the  ebullient 
Roger  Stone.  He  feels  he  has  achieved 
his  goal:  make  Stone  Container  a 
major  force  in  both  North  America 
and  Europe  in  three  core  areas — pack- 
aging, newsprint  and  market  pulp  ( pri- 
marily used  to  make  tine  paper). 

Paper  mills  are  extremely  capital 
intensive.  Stone  says  it  takes  roughly 
$3  in  plant  and  machinery  to  support 
$1  in  sales.  Stone  owns  8.1  million 
tons  of  capacity.  About  two-thirds  of 
that  capacity  and  75%  of  Stone's  reve- 
nues are  derived  from  containerboard 
(linerboard  and  corrugating  medi- 
um), which  is  the  chief  ingredient  in 
the  corrugated  boxes  and  containers 


Stone  Container  Chief  Executive  Roger  Stone 
Can  he  kick  his  junk  bond  habit? 


By  the  grace 
of  the  banks. . . 

Roger  Stone  studied  fi- 
nance at  Wharton,  but 
those  textbooks  weren't 
much  help  to  him  in  the 
early  1990s.  Behind  his 
desk  in  Stone's  expansive 
glass  office  sit  computer 
terminals  flashing  prices  of 
nearly  a  dozen  of  Stone 
Container's  publicly  traded 
securities  Today  they  sell 
close  to  par;  as  recently  as 
last  year  l  vat  wide 

discounts.  Stx       Container 
is  a  $5.5  billii       naker  of 
containerboai 
and  market  pul 
different  kind  of  papc 
preoccupied  Stone  i    r 
the  past  five  years. 

Having  financed  Stout 
Container's  purchase  ol 
Consolidated  Bathurst  in 


1989  with  bank  loans, 
Stone  was  waiting  for  in- 
terest rates  to  fall  before  he 
replaced  the  bank  loans 
with  junk  debt.  He  was 
right  about  interest  rates; 
they  dropped  by  over  1 00 
basis  points  within  a  few 
months  of  the  deal.  But  he 
overlooked  one  thing: 
The  junk  market  was  in 
trouble;  media  and  politi- 
cal hysteria  was  creating  a 
panic  in  that  market.  In 
August  1989,  under  gov- 
ernment orders,  savings 
and  loans  were  effectively 
forced  to  dump  their  junk 
bonds  at  giveaway  prices. 
Drexel  Burnham  was 
about  to  file  for  bankrupt- 
cy. Michael  Milken, 
Stone's  financial  mentor, 
was  jail-bound. 

For  two  years,  begin- 
ning in  the  autumn  of 
1989,  Stone  was  effec- 


tively shut  out  of  the  public 
markets  for  debt  and  eq- 
uity. "I  remember  at  the 
time  Michael  [Milken] 
kept  telling  me  to  de lever- 
age," says  Stone.  "It  was 
nice  advice  but  hard  to  exe- 
cute. The  world  kept  fall- 
ing away  from  us.  The  trap 
door  kept  getting  wider 
and  wider  and  the  angle 
kept  getting  steeper."  As 
Stone's  financial  troubles 
mounted,  its  stock  sank; 
with  each  drop  in  the  stock, 
deleveraging  with  equity 
became  more  costly. 

"We  have  always  main- 
tained that  equity  is  the 
most  expensive  form  of 
capital,"  says  Roger  Stone. 
It  took  46  years  from  the 
initial  public  offering  in 
1947  until  the  next  equi- 
ty offerings  in  1983.  After 
those  offerings,  the  fami- 
ly's publicly  disclosed  stake 


was  around  38%,  though 
Stone  had  grown  nearlv 
fiftyfold. 

At  the  mercy  of  his 
bankers,  Stone  had  to  pay 
heavy  refinancing  fees  to 
roll  over  maturing  loans 
and  amend  loan  agree- 
ments about  a  dozen  time 
over  three  years.  He  and 
finance  chief  Arnold 
Brookstone  had  to  secur- 
itize  receivables,  slash  capi 
tal  expenditures  and  omit 
dividends,  which  further 
sank  the  stock. 

Gritting  his  teeth, 
Stone  was  forced  to  sell 
9  million  shares  of  stock 
in  October  1991  to  raise 
$175  million.  The  stock 
continued  to  sink. 

In  1992,  with  the  junk 
market  coming  back,  Ston 
began  to  do  small  refi- 
nancings, using  such  thing 
as  convertible  exchange- 
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t  makes  and  sells.  It  is  also  the  na- 
tion's leading  manufacturer  of  paper 
:>ags  and  packages  like  those  used  in 
supermarkets,  and  in  20-pound  bags 
sf Purina  cat  food. 

In  a  business  like  this  you  need  to 
<eep  your  machinery  busy.  This 
neans  that  papermakers  are  slow  to 
;ut  production  when  demand  eases, 
ind  this  has  a  doubly  depressing  effect 
an  prices.  Thus,  small  changes  in  de- 
Tiand  translate  into  considerable  le- 
verage— up  and  down — on  prices. 

Right  now,  the  leverage  is  power 
Fully  upward.  On  an  estimated  S660 
nillion  increase  in  sales  last  year — 
13% — Stone's  cash  flow  should  rise 
rom  negative  SI  12  million  to  nearly 
|S190  million.  (By  the  same  token,  a 
.4%  decline  in  sales  in  1991  cut  cash 
ow  by  about  40%.) 

Here's  how  that  leverage  works: 

ach  540-per-ton  change  in  paper 

rices  causes  a  swing  in  Stone's  oper- 

ting  income  of  S325  million,  trans- 

ating  into  $1.62  per  share  in  net 

ncome  (see  table,  p.  114). 

But  people  like  Roger  Stone  prefer 
:o  look  forward  rather  than  backw  ard. 
Since  its  1993  lows,  the  price  ofliner- 
Doard  has  alreadv  climbed  around 
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Stone's  team:  Arnold  Brookstone,  Leslie  Ledererand  Michael  Wheeler 
"We  were  under  siege." 


will  ible  preferred  stock  and  in- 


terest rate  swaps.  The 
deals  were  expensive,  with 
zoupons  of about  11%, 
t»ut  they  raised  about  S500 
nillion. 
dun       Roger  Stone  con  tin - 
xt     aed  to  assure  analysts  that, 
Qtimc  ivith  the  economy  recov- 
•and  :ring,  a  dramatic  cyclical 
I      jpturn  was  imminent.  It 
Kcnr-lvasn't  happening.  Prices 
ontinued  to  fall. 
-it      By  early  1993  things 
-v.-  »vere  getting  desperate. 
The  Stone  family  and 
>ther  shareholders  would 
<     nave  to  swallow  more  di- 
ution  of  their  equity  or  risk 
osing  the  business.  His 
j , ,  strategy  involved  a  S750 
nillion  refinancing  that 
vould  include  the  issuance 
;.  yon  pf  about  S500  million  in 
itock.  However,  news  of 
.  -  Jfhe  dilutive  offering  sent 
:he  shares  from  19V2  to 
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around  6%  per  share  in 
early  1993.  The  Wall  Street 
Journal  suggested  that 
with  S800  million  coming 
due  within  a  year,  Stone 
was  in  danger  of  going 
bankrupt.  "Stone  was  in  a 
footrace,  and  it  was  clear 
that  they  were  going  to 
run  out  of  money,"  says 
Paul  Greenberg,  director 
of  junk  bond  research  for 
Bear,  Stearns. 

Stone  began  throwing 
assets  to  the  wolves.  It  sold 
its  Mexican  container- 
board  company  and  shut- 
tered about  220,000  tons 
of  North  American  liner 
board  capacity  in  1993. 
In  the  summer  of  1993 
Stone  Container  issued  a 
convertible  issue  that  con- 
verted into  Stone  com 
mon  stock  at  a  dismal 
SI  1 .55  per  share.  Stone 
sold  to  the  public  25%  of 


Stone's  Canadian  and 
British  newsprint  subsid- 
iary. "We  were  under 
siege.  I  never  dreamt  that 
anything  like  this  would 
take  place,"  says  Brook- 
stone,  a  modest,  bookish 
30-year  Stone  veteran. 

In  the  end  Stone  re- 
mained alive  only  at  the 
mercy  of  the  bankers.  As 
the  saying  goes:  Owe  a  man 
enough  money  and  you 
don't  have  a  creditor, 
you've  got  a  partner.  The 
banks  could  have  seized  the 
company,  but  who  would 
run  it?  No  one  questioned 
the  business  sense  or  op- 
erating know-how  of  Rog- 
er Stone  and  his  team. 

The  80  banks,  which 
owned  S2  billion  of  Stone's 
$4.3  billion  in  debt,  de- 
cided to  give  him  some 
more  breathing  room. 
And  whv  not?  The  refinanc- 


ing fees  were  fat,  and  the 
banks  understood  that 
once  the  paper- pricing 
cycle  caught  up  with  the  re- 
covery, Stone  Container, 
as  the  world's  leading  mak- 
er of  corrugated  boxes 
and  brown  paper  bags, 
would  be  flush  again. 
Says  Richard  Lehmann, 
whose  Defaulted  Bond 
Newsletter  placed  Stone  on 
default  alert  in  1993: 
"They  stayed  alive  by  the 
grace  of  the  banks,  who 
couldn't  stand  the  agony  of 
having  them  go  under." 

And  then  the  cycle 
turned.  Last  year  Stone 
stock  rose  over  80%,  and 
investors  snapped  up  over 
SI  .2  billion  of  newly  is- 
sued junk  bonds.  The  ques- 
tion's no  longer:  Will 
Roger  Stone  make  it?  The 
question  now  is:  How 
high  will  he  go?-M.S.  Bi 
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$180  per  ton,  newsprint  is  up  over 
$140  per  ton  and  pulp  has  climbed 
$350  per  ton.  With  his  plants  operat- 
ing at  full  capacity,  Roger  stone  is 
predicting  around  $  1 .6  billion  in  cash 
flow  this  year — \\  hich  should  produce 
about  S4  a  share  in  net  income. 

Stone  Container  will  report  its  first 
profit  in  14  quarters  in  the  final  quar- 
ter of  1994  and,  according  to  analyst 
Linda  Lieberman  of  Bear,  Stearns, 
could  earn  between  $4  and  $5  per 
share  by  1996.  Stone's  stock,  recently 
at  I8V2,  is  up  nearly  threefold  from  its 
1993  lows;  analysts  predict  it  could 
rise  as  high  as  30.  The  family's  stake, 
though  cut  to  15%,  has  risen  in  value 
to  around  $240  million. 

Stone  knows  what  he  must  do:  Get 
debt  down.  In  1994  he  refinanced 
over  $2  billion  in  debt,  stretching 
maturities  but  having  to  pay  up  to 
1 1  V2%.  He  also  had  to  sell  common 
stock  at  a  depressed  price,  diluting  the 
family's  ownership  and  that  of  other 
public  shareholders.  Though  the 
company  still  has  over  $4  billion  in 
debt,  it  now  has  no  major  maturities 
due  until  1998,  when  $500  million 
comes  due.  If  Stone  is  right  this  time 
about  paper  prices,  paying  that  off 
from  cash  flow  will  be  a  breeze. 

"If  we  learned  anything  over  the 


The  power  of  leverage 

Products 

Capacity 

Impact  of  $40-per-ton 

Price 

Impact  0 

price 

in  tons     - 

— price  increase  on — 

-    increase 

increase  on — 

(000) 

Operating 

Earnings 

per  ton 

Operating 

Earnings 

income 

per 

from  '93  low 

income 

per 

($mil) 

share* 

($mil) 

share* 

Containerboard 

4,800 

$192 

$0.96 

$180 

$864 

$4.32 

Kraft  paper 

550 

22 

Oil 

150 

83 

0.41 

Newsprint  and 

groundwood  specialties 

1,500 

60 

0.30 

wot 

210 

1.05 

Market  pulp 

1,100 

44 

0.22 

350t 

385 

1.93 

Miscellaneous  unbleached 

135 

5 

0.03 

100 

14 

0.07 

Totals 


8,085 


$323 


$1.62 


$1,556 


$7.78 


'Figures  assume  40%  tax  rate.    tExcludes  announced  March  1995  increase  of  $52/ton  for  newsprint  and  $75/ton 
for  market  pulp.    Source:  Bear,  Stearns. 

Because  of  hefty  capital  costs,  Stone  Container's  operating  income  is  affected 
dramatically  by  paper  prices.  Above,  the  effect  of  a  $40-per-ton  price  swing 
on  earnings,  and  the  potential  impact  of  the  current  round  of  price  increases. 


last  few  years,  it  is  that  sooner  is  better 
than  later  [for  paying  off  debt],"  says 
Stone.  "We  plan  to  cut  debt  down  to 
$2  billion  by  1998."  Doing  so  would 
improve  the  company's  credit  rating 
and  cut  the  company's  annual  interest 
burden  from  the  current  $400-mil- 
lion-plus  to  under  $200  million.  The 
heavy  losses  of  the  past  few  years  have 
provided  tax-loss  carryforwards  that 


one  containerboard  plant 
With  ;:-     >s  rising,  busy  machines  mean  big  profits. 


should  enhance  this  year's  cash  flow. 

Is  Roger  Stone  too  optimistic — 
again?  There  are  plenty  of  skeptics  on 
Wall  Street.  Analysts  are  predicting 
that  the  current  paper  cycle  will  top 
out  in  late  1996  and  that  Stone  Con- 
tainer's earnings  will  peak  around  $5 
per  share.  Stone,  however,  predicts 
the  current  upturn  will  last  into  1997, 
with  linerboard  prices  peaking  at 
around  $700  per  ton,  compared  with 
the  current  $435  per  ton.  On  that 
basis,  he  says  he  thinks  Stone's  net 
income  can  reach  $1  billion,  or  over 
$8  per  fully  diluted  share,  by  1998. 

Stone  is  counting  on  prolonged  rise 
in  demand  for  boxes  in  Europe  and 
Asia.  And  he  promises  to  keep  his 
hands  in  his  pockets,  paying  off  debt, 
not  buying  more  paper  mills.  "We 
plan  to  become  investment  grade  by 
the  end  of  the  decade,  get  our  debt  to 
total  capitalization  down  from  70%  to  i 
35%,"  he  promises. 

"Given  Jus  Past,  why  should  we 
believe  him?"  asks  Sharyl  Van  Winkle, 
a  Merrill  Lynch  analyst.  Van  Winkle 
predicted  Stone  would  go  bankrupt  in 
1993  but  is  now  bullish  on  its  bonds. 
"What  guarantee  do  we  have  he  won't 
make  another  big  acquisition  once  he 
has  paid  down  a  little  debt?" 

What  guarantee?  Says  Stone:  "I've 
told  the  junk  bond  people  they  won't 
be  seeing  me  anymore."  But  as  Omar 
Khayyam  put  it:  "Indeed,  indeed, 
repentance  oft  before/I  swore — but 
was  I  sober  when  I  swore?"  M 
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EBBBBHI 


9E0  FROM  VOLVO 


4-     aj 

II 


Driver  and  passenger-side  supplemental  restraint  system 
(air  bag  and  knee  bolster) 

Four-wheel  power-assisted  dise  brakes  with 
anti-loek  braking  system  (ABS) 

Side  Impact  Protection  System  (SIPS) 

Daytime  Running  Lights 

Electronic  Climate  Control  (CFC-free) 

8-way  power  adjustable  driver's  and  front  passenger  seats 
with  3-position  memory  on  driver's  seat 

Leather-faced  seats  and  leather-wrapped  steering  wheel 

100-watt  "Premium  Sound"  cassette  stereo  with  CD  capability 

Power  slide/tilt  glass  sunroof 


For  more  information 

and  a  free  video, 
call  1-800-960-9988. 


2.9  liter,  6-cylinder,  light  alloy,  24-valve  engine 

Electronically  controlled  4-speed  automatic  transmission 
with  selectable  shift  modes  (Economy/Sport/Winter) 

Automatic  Locking  Differential 

MacPherson  strut  independent  front  suspension 

Multilink  independent  rear  suspension 

J  z  Power-assisted  rack  and  pinion  steering 

*    w 
e^  Alloy  wheels  and  all-season  radial  tires 

i_^  Four-year/50, 000-mile  new  vehicle  warranty* 

11 

§"2  24-hour  On-Call  roadside  assistance** 

j=  — 

'*  .2 


SO 


Drive  safely.  VOLVO 


Parent/taxpayer  unhappiness  with  the  public  schools  combined  with 

the  Republican  victory  are  starting  to  cut  the  floor  from  under  the 

National  Education  Association's  left-leaning  monopoly  over  American  education. 

Comeuppance 


By  Peter  Brimelow  and  Leslie  Spencer 

Research:  William  Heuslein 

National  Extortion  Association?  The  National  Edu- 
cation Association  didn't  like  FoRBKS'  nickname  for  it  in 
our  June  7,  1993  cover  story.  But  we  were  just  being 
objective  about  this  strange  institutional  mutant,  part 
labor  union,  part  political  faction,  and  its  ruthless  use  of 
power  in  pursuit  of  perquisites. 

The  largest  and  richest  American  union,  with  2.2 
million  members  and  an  estimated  S785  million  in  reve- 
nues, the  nea  is  also  consistently  the  most  powerful 
presence  at  the  Democratic  National  Convention,  with 
almost  one  out  of  eight  del- 
egates in  1992.  Those  dele-  = 
gates  are  the  key.  To  a  g 
largely  unrecognized  ex-  | 
tent,  the  nea  is  a  creature  of  | 
the  dark  Democratic  f 
night — the  shadow  that  la-  | 
bor  union  special  interests  f 
have  cast  over  state  and  fed- 
eral governments  at  least 
since  1954,  the  last  year 
that  Republicans  con- 
trolled House,  Senate  and 
White  House. 

While  capitalizing  on  the 
American  reverence  for 
schooling,  the  nea  is  also 
vitally  dependent  on  ex- 
traordinary legal  privileges 
it  gained  in  that  period,  M^H 
when   it  was   transformed 

from  a  century-old  "tea  and  crumpets"  professional  asso- 
ciation into  a  brass-knuckled  labor  union.  But  what 
politics  creates,  politics  can  destroy.  With  the  epochal 
Republican  election  victories  in  November  (see  maps,  pp. 
122-123),  the  NEA  nightmare  could  be  dispelled. 

About  time,  too.  The  rise  of  the  modern  nea  has  exactly 
coincided  with  what  critics  have  called  the  1963-80 
"Great  Decline"  of  the  American  education  system.  This 
decline  notoriously  affects  performance  (the  proportion  of 
all  17-year-olds  scoring  700-plus  verbal  or  math  SATs  fell 
by  almost  half;  math  has  rebounded,  verbal  has  never 
recovered).  But  also,  even  more  calamitous  and  continu- 
ous, it  affects  productivity  (inflation-adjusted  per-pupil 
spending  reached  $5,971  in  1993,  up  almost  a  third  in  ten 
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years  and  nearly  three  times  the  level  in  1960). 

The  teachers  union  has  emerged  as  the  major  obstacle  to 
school  reform,  with  its  California  affiliate  spending  an 
astounding  $12  million  to  defeat  the  1993  Proposition 
174  voucher  proposal.  In  its  spare  time  the  union  fights 
attempts  to  limit  taxes,  to  cut  government  spending  and 
even  to  curb  illegal  immigration.  Its  agenda,  in  short,  is 
more  political  than  educational. 

Like  all  unions,  the  nea  is  a  legally  sanctioned  attempt  to 
monopolize  a  particular  labor  supply.  But,  unlike  private 

sector  unions,  the  nea  is  a 


NEA  President  Keith  Geiger  and  First  Lady  Hillary  Clinton 
Love  feast  at  NEA  1994  Convention. 


monopoly  on  top  of  a  mo- 
nopoly: The  only  consumer 
is  the  government-domi- 
nated kindergarten-to- 
12th-grade  education  in- 
dustry. This  relationship 
gives  the  NEA  privileged  ac- 
cess to  public  policymak- 
ing— arguably  unconstitu- 
tionally— and  an  indisput- 
able incentive  to  develop  its 
political  muscle. 

So  obvious  is  this  poten- 
tial for  abuse  that  public 
sector     unionization     was 
long  viewed  as  unthinkable 
even    by   labor   allies    like 
Franklin  D.  Roosevelt.  But 
these  scruples  were  aban- 
doned around  1960.  In  re- 
turn for  union   support,  the   Kennedy  Administration 
allowed  federal  employee  collective  bargaining.  State  gov- 
ernments capitulated  about  the  same  time. 

Coming  out  of  a  labor-dominated  state,  NEA  President 
Keith  Ceiger,  Executive  Director  Donald  Cameron  and 
other  members  of  the  tight-knit  "Michigan  Mafia"  were 
able  to  convert  the  nea  from  professional  association  into 
union — so  slickly  that  press,  public  and  even  some  nea 
members  still  appear  unaware  of  what  has  happened. 

The  NEA's  peculiarly  deceptive  structure  helps  keep  this 
distressing  truth  from  the  American  public.  Although  the 
NEA  is  in  fact  highly  centralized,  its  public  face  is  usually 
one  of  the  13,000  local-level  or  52  state-level  affiliates,  to 
which  each  individual  member  must  also  belong. 
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The  nea's  interlock  with  the  Dem- 
ocratic Party  has  developed  equally 
adroitly.  It  gave  its  first  presidential 
endorsement  only  in  1976,  to  Jimmy 
Carter,  in  return  for  his  creating  the 
federal  Department  of  Education,  a 
longstanding  union  goal.  But  in  the 
1994  election  cycle,  neapac  gave 
$4.4  million,  98.7%  to  Democrats. 
And  this  was  dwarfed  by  state -level 
affiliates'  contributions — Forbes' 
1994  estimate,  extrapolating  from  four  representative 
states:  $35  million.  For  the  Democrats,  the  nea  has 
emerged  as  one  of  the  biggest  givers — along  with  the  trial 
lawyers  and  the  Teamsters. 

And  the  nea  puts  its  mouthpieces  where  its  money  is. 
NEA  operatives  moved  directly  into  key  spots  surrounding 
the  Clinton  Administration:  Debra  DeLee  from  nea  pac 
to  acting  head  of  the  Democratic  National  Committee 
(she  will  organize  the  next  Democratic  convention); 
Sharon  Porter  Robinson,  director  of  nea's  research  arm, 
to  head  of  research  at  the  Department  of  Education. 

Accompanied  by  DeLee,  Hillary  Clinton  gave  the  key- 
note address  at  last  year's  nea  annual  Representative 
Assembly,  boosting  her  health  care  plan.  At  this  love  feast, 
Keith  Geiger  presented  the  First  Lady  with  an  award 
named  after  an  earlier  nea  president  (see  photo,  p.  121). 

Assembly  delegates  further  demonstrated  their  nonedu- 
cational  zealotry  by  voting  to  boycott  Florida  orange  juice 
unless  the  state's  Department  of  Citrus  stopped  sponsor- 
ing Rush  Limbaugh's  radio  show.  (It  did.)  Limbaugh 
associates  express  puzzlement  because  their  man  had  not, 
by  Limbaugh  standards,  been  particularly  anti-NEA.  They 
speculate  that  the  move  was  part  of  a  wider  Democratic 
campaign  linked  to  President  Clinton's  June  24  KMOX-St. 
Louis  radio  outburst  against  Limbaugh  and  other  talk 
show  tormentors. 

(Delegates  also  wanted  to  retaliate  against  Forbes  for  its 
cover  story.  Geiger  announced  amid  cheers  that  "Forbes 
has  already  been  purged"  from  the  list  of  discount  sub- 
scriptions offered  to  nea  members.) 


At  the  beginning  of  1995  the  nea  can  best  be 
described  as  unbowed  but  bloody.  The  school 
voucher  movement  and  a  general  public  disen- 
chantment with  the  public  school  system  have 
landed  painful  blows.  The  Republican  victory 
in  the  November  1994  elections  deprives  the 
union  of  its  staunchest  sponsors  in  Congress. 
nea's  strategic  problem  is  acute:  It  must  resist 

Elephant  stampede 
in  union  stronghold 

Besides  winning  the  U.S.  House  and 
Senate  in  1994,  the  Republicans  gained 
11  new  governorships,  total  control 
of  11  new  state  legislatures,  new  partial 
control  of  6  more— a  real  threat  to  teach- 
er union  privilege. 
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threats  to  the  government  school  cartel 
everywhere;  it  can  afford  to  lose  no- 
where. Give  parents  choice  almost  any- 
where, and  the  dam  breaks.  The  union 
panjandrums  know  diis.  The  strain  is 
starting  to  show. 

The  teacher  union  can  still  win 
victories.  It  can  take  over  school 
boards,  as  it  did  last  year  in  San  Jose's 
Union  School  District  in  order  to 
divert  land  sale  proceeds  to  teacher 
salaries,  and  in  Virginia  Beach,  where  it  successfully — and 
typically — smeared  an  antiunion  candidate  for  the  school 
board  as  a  member  of  the  "Religious  Right."  (The  union 
candidate,  who  reportedly  raised  a  remarkable  $75,000 
from  15  nea  state  affiliates,  subsequently  turned  out  to 
have  a  bogus  Ph.D.  and  has  been  convicted  by  a  jury  of 
campaign  violations. )  It  can  intimidate  New  Jersey  Gover- 
nor Christie  Whitman,  according  to  reports,  into  delaying 
her  voucher  plans  for  Jersey  City's  troubled  school  system. 
But  although  the  union  did  eventually  defeat  Califor- 
nia's Proposition  1 74,  aided  by  an  unscrupulous  whisper- 
ing campaign  that  the  measure  would  open  suburban 
schools  to  inner-city  blacks,  it  spent  so  much  money 
fighting  the  voucher  proposition  that  it  could  not  play  its 
usual  role  in  last  November's  elections.  At  one  point  it 
seemed  possible  that  the  head  of  the  nea's  affiliate  would 
be  the  next  Democratic  governor  in  Alabama — where 
some  40%  of  the  legislature  were  teacher>,  ex-teachers  or 
teachers'  spouses.  In  fact,  Republican  Fob  lames  won,  in 
part  by  capitalizing  on  education  system  difficulties. 

And  in  Michigan,  where  the  much-feared  nea  affiliate 
directly  confronted  Governor  John  Engler  over  school 
reform,  it  not  only  disastrously  failed  to  defeat  him  but  also 


Maximum  union  power: 

agency  shop,  collective  bargaining 

Significant  union  power* 

Right  to  Work,  no  collective  bargaining 


These  states  have  different  combinations  of  collective  bargaining  and/or  other  union  privileges. 
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became  a  political  issue  itself,  along  with  its  captive 
insurance  monopoly.  As  a  result,  several  of  its  legal 
privileges  have  been  stripped  away. 

The  NEA  is  finally  on  the  defensive.  Particularly  intrigu- 
ing was  the  teacher  union's  defeat  over  California's  Propo- 
sition 187,  aimed  at  curtailing  education  and  welfare 
spending  on  illegal  immigrants.  Regardless  of  the  merits  of 
immigration,  the  presence  of  some  4  million  illegal  immi- 
grants in  the  country  quite  obviously  makes  life  difficult 
for  classroom  teachers.  Yet  the  NEA's  California  Teachers 
Association  affiliate  was  the  largest  single  donor  to  the 
ludicrously  misnamed  Taxpayers  Against  Proposition 
187:  Along  with  the  California  public  employees  union 
and  a  Mexican-owned  Spanish-language  TV  network,  it 
provided  80%  of  funds  raised. 

The  union  bosses'  stand  appears  to  be  a  matter  of  pure 
political  dogma.  The  NEA  Assembly  1994  resolutions 
mentioned  immigration  only  to  call  for  making  it  easier. 
Another  NEA  resolution  called  for  taxpayer  funding  to 
maintain  the  native  languages  of  students  "before  and 
after"  they  learn  English — apparently  envisaging  the  cre- 
ation of  permanent  linguistic  minorities. 

But  the  rank  and  file  don't  like  it.  "There's  very  widespread 
frustration  in  the  classrooms  over  illegal  immigration,"  says 
Ezola  Foster,  a  celebrated  black  teacher  and  author  from  Los 
Angeles  (  What's  Right  For  All  Americans,  due  this  month 
from  wrs  Publishing),  who  supported  Proposition   187. 

1  here's  lots  of  low  morale  in  my  school  because  of  the 
union  position.  .  .  .  They  know  their  members  are  hurting 
because  of  overcrowding  and  bilingual  education.  They 


never  do  anything  to  help." 

Foster  says  union  officials  actively  favor  bilingual  educa- 
tion, which  brings  a  $5,000  salary  increment  for  bilingual 
teachers.  She  says  they  collude  with  school  administrators 
to  punish  any  teacher  who  persists  in  complaining.  Only 
California's  agency  shop  rule  keeps  her — and  many  oth- 
ers— in  the  union  at  all. 

But  political  conflict  is  only  one  aspect  of  the  nea's 
activities.  FORBES  has  found  that  its  influence  extends 
much  further,  into  issues  and  institutions  that  at  first  sight 
appear  unrelated. 

■  Funding  equalization.  Education  arguments  that  are 
supposedly  about  equity  for  students  have  a  funny  habit  of 
turning  out  to  be  about  earnings  for  teachers.  Example: 
funding  equalization — the  ingenious  theory  that  different 
localities'  differing  spending  denies  "equal  protection"  to 
students  and  must  therefore  be  unconstitutional. 

At  the  federal  level,  the  Supreme  Court  rejected  this  claim 
in  1974.  But  at  the  state  level,  it  has  worked  some  15  times. 
Sometimes  it  has  turned  politics  upside  down,  as  in  Texas  and 
New  Jersey.  Wherever  the  claim  has  been  upheld,  it  has  led  to 
an  increase  in  jobs  in  the  educational  system — and  additional 
dues  for  the  NEA. 

"Teachers  unions  have 
supported  these  cases  be- 
cause they  lead  to  increased 
spending,"  says  University 
of  Rochester  economist  Eric 
Hanushek.  "The  court  cases 
are  carbon-copied.  The  in- 
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crease  goes  toward  things  like  teacher 
salaries,  reducing  class  size,  specialized 
programs  that  add  personnel." 

Thus  the  $36.5  million  extra  state 
aid  designated  to  equalize  Boston 
schools  over  three  years  after  a  recent 
court  decision  was  effectively  eaten  by 
an  $80  million  teacher  wage  and  ben- 
efit contract.  "We  want  to  make  sure 
the  money  goes  for  real  reform,  not  for  teacher  pay  raises," 
Governor  William  Weld  is  reported  as  saying.  But  legisla- 
tive efforts  to  keep  equalization  funds  out  of  teachers' 
pockets  failed. 

Er — does  die  increased  spending  produce  (ahem!) 
equality  of  results?  There's  absolutely  no  evidence  that  it 
does  anything  more  than  increase  taxes  and  expand  the 
educational  bureaucracy.  "Funding  is  not  related  to 
school  quality,"  says  Hanushek,  editor  of  the  Brookings 
Institution  book  Making  Schools  Work,  which  argues  the 
point  at  length. 

The  teachers  union's  response:  to  join  in  a  new  round  of 
litigation  aimed  at  educational  "adequacy" — not  just 
equal  but  higher  spending  in  disadvantaged  areas. 
■  Outcome-Based  Education.  Judged  by  letters  and  calls  to 
Forbes,  no  aspect  of  current  education  policy  has  aroused 
more  intense  grassroots  parental  concern  than  "OBE."  It 
particularly  alarms  parents  because  it  downgrades  content 
matter  in  favor  of  nebulous  "outcomes"  like  "thinking 
skills,"  "group  learning"  and  associated  educrat  gobble- 
dygook.  Other  "outcomes,"  such  as  becoming  "con- 
cerned stewards  of  the  global  environment"  and  "demon- 
strating respect  for  the  dignity,  worth,  contributions  and 
equal  rights  of  each  person,"  are  clearly  not  educational  at 
all,  but  in  the  American  context  today  nakedly  political. 
Conservative  and  religious  parents  suspect  that  their 
values  are  under  attack.  They  are  probably  right. 

The  teachers  union  did  not  invent  OBE.  Paradoxically,  it 
seems  to  have  begun  as  a  Reagan  Administration  attempt 
to  enforce  standards  that  (as  often  happens  to  education 
reform  efforts)  was  hijacked  and  turned  inside  out.  obe  is 
now  merely  yet  another  of  the  top-down  panaceas  that 
sweep  across  America's  socialized  education  system — just 
like  the  Soviet  Union's  attempts  to  solve  its  perpetual  farm 
crisis  by  nostrums  like  expanding  into  "virgin  lands."  But 
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obe  gets  the  union's  tenacious  sup- 
port, with  opponents  accused  of  be- 
longing to  the  dreaded  "Religious 
Right."  The  head  of  the  nea's  Penn- 
sylvania affiliate  calls  them  "voucher 
vultures  .  .  .  for  whom  OBE  stands  for 
Opportunity  to  Bash  Education." 

One  reason  for  the  union's  vehe- 
mence: OBE  is  labor-intensive  and  yet 
usually  untestable.  (In  fact,  in  fully  implemented  obe 
schemes,  grades  and  credits  could  be  abolished.  This 
would  reduce  embarrassing  questions  about  teacher  per- 
formance.) But  let's  be  fair.  Another  reason  is  certainly  the 
NEA's  genuine  emotional  commitment  to  the  elitist,  pro- 
gressive, social-engineering  culture  that  pervades  Ameri- 
ca's government-cartelized  education  establishment. 
■  Whole  Language.  Also  apparently  suffusing  the  culture 
of  the  education  establishment  is  a  weird  aversion  to 
explicitly  teaching  phonics,  the  letters  and  syllables  that 
build  up  to  words.  The  NEA,  by  contrast,  favors  the  system 
by  which  children  are  supposed  to  learn  by  intuiting  entire 
words  in  context — an  approach  called  Whole  Language  in 
its  latest  incarnation — for  example,  publishing  four  how- 
to  books  on  the  subject.  Astonishingly,  this  war  has  been 
going  back  and  forth  for  decades. 

Parents  dislike  Whole  Language  because  it  downgrades 
accuracy — children  are  allowed  to  approximate  mean- 
ings— and  also  because  it  seems  not  to  work:  San  Diego 
schools,  for  instance,  found  that  the  percentage  of  first- 
graders  scoring  above  the  median  on  reading  tests 
dropped  by  half  after  18  months  of  Whole  Language 
instruction.  And  a  study  of  two  schools  by  University  of 
Georgia  Professor  Stephen  Stahl  shows  that  children  at  the 
school  using  traditional  instruction  far  outperformed 
those  at  the  Whole  Language  school.  "All  the  evidence 
shows  that  direct  and  systematic  phonics  instruction  im- 
proves reading  skills  when  added  to  programs  that  don't 
use  it,"  says  reading  authority  Patrick  Groff  of  San  Diego 
State  University. 

Yet  Whole  Language  is  increasingly  inescapable:  Many 
states  have  actually  mandated  its  use.  Grassroots  phonics 
groups  like  the  National  Right  to  Read  Foundation  have 
sprung  up  in  protest. 

The  nea  likes  Whole  Language  because  of  the  easier 
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■Los  Angeles  teacher  Ezola  Foster 
Union  never  does  anything  to  help. 


standards  and  because  of  its  educrat  loyalties. 

Bottom  line:  The  government-monopoly  education 
system  supported  and  dominated  by  the  NEA  forces  these 
essentially  technical  issues  of  pedagogy  to  be  fought  out  in 
the  political  arena.  Parents  who  favor  different  standards 
and  different"  methods  but  who  lack  the  means  to  send 
their  kids  to  private  schools  have  no  recourse  but  to  do 
asteful  political  battle  with  the  union. 
Parent  Teachers  Association.  In  manv  parts  of  the  coun- 
try, the  PTA  has  degenerated  into  little  more  than  an 
uxiliary  of  the  NEA.  "You  were  the  voice  of  California 
hildren!"  Pat  Dingsdale,  president  of  the  California  PTA, 
told  its  convention  to  great  applause  last  year.   "PTA 
volunteers  defeated  Proposition  174;  all  the  California 
Teachers  Association  did  was  put  up  the  money." 

At  least,  that's  what  Dingsdale  said  according  to  notes  kept 
by  Charlene  K.  Haar,  coauthor  with  Myron  Lieberman  and 
Leo  Troy  of  The  NEA  and  AFT:  Teacher  Unions  in  Power 
nd  Politics  ( ProActive  Publications)  and  author  of  a  forth  - 
oming  book  about  the  pta.  Dingsdale  herself  vehemently 
enied  to  Forbes  that  she  made  the  statement.  But  she  flatly 
efused  to  let  us  see  the  convention  video. 

In  fact,  it  is  perfectly  clear  from  leaked  documents  (see  p. 
24,  bottom)  that  the  pta  slavishly  followed  the  teacher 
nion  lead  on  the  school  choice  initiative.  The  pta  even 
oined  in  the  controversial  effort  to  keep  the  measure  off 
he  ballot  altogether  by  harassing  its  supporters  as  they 
tied  to  gather  petition  signatures.  So  committed  is  the  PTA 
o  union  positions  that  it  has  been  prepared  to  alienate  its 
)wn  constituency.  For  example,  it  has  been  willing  to 


alienate  Catholic  parents,  who  can't  see  why  their  tax 
dollars  should  not  be  used  in  Catholic  schools.  This  has 
contributed  to  the  pta's  continuing  membership  slump, 
from  12  million  in  1966  to  7  million  today. 

So  why  is  Dingsdale  so  sensitive?  Like  the  NEA  itself,  the 
pta  presents  a  very  different  local  face.  Most  pta  members 
spend  their  time  on  bake  sales  for  their  schools.  Many  might 
be  shocked  to  find  the  fraction  of  their  $8  or  so  dues  that  is 
quietly  diverted  to  the  state  and  national  bureaucracies — it 
adds  up  to  at  least  $11  million  a  year — actually  finances  an 
auxiliary  regiment  in  the  NEA's  partisan  crusade. 

The  IRS  might  be  shocked,  too.  Under  the  murk}'  law 
governing  501(c)(3)  organizations,  the  pta  is  supposedly 
barred  from  all  but  "insubstantial"  lobbying  on  issues  like 
Proposition  174  and  elsewhere. 

It  seems  quite  clear  that  the  ptas  are  in  widespread 
violation  of  this  regulation.  "They  attribute  almost  noth- 
ing to  lobbying  expense,  but  virtually  every  session  I 
attended  was  about  their  legislative  agenda,"  says  Haar, 
who  was  recently  asked  to  leave  both  the  Virginia  and 
Maryland  PTA  state  conventions  despite  her  press  creden- 
tials. (Asked  about  Haar's  eviction,  a  Virginia  pta  spokes- 
woman told  Forbes:  "We  have  rules  and  regulations.") 

And  what  exactly  is  the  role  in  Washington  of  the  pta's 
"Director  of  Government  Relations"  Arnold  Fege  (reported 
salary:  $76,000)  and  his  three-person  staff?  Recently  Fege 
was  quoted  complaining  that  tax-free  status  often  inhibits 
children's  advocates  from  direct  political  action. 

But  he  seems  to  manage  anyway.  We  have  Senator 
Edward  M.  Kennedy's  word  for  it.  In  a  letter  in  Education 
Week  this  fall,  the  Massachusetts  Democrat  explicitly 
credited  the  pta  with  "generating  and  reinforcing  sup- 
port" for  two  Clinton  Administration  education  bills, 
defeating  voucher  and  school  prayer  amendments,  and 
helping  in  the  confirmation  of  officials  like  former  Surgeon 
General  Joycelyn  Elders.  Said  Kennedy:  "We  could  not 
have  done  it  without  the  pta." 

The  pta  has  long  been  in  the  nea's  pocket — literally:  It 
rented  space  from  the  NEA  for  years  before  World  War  II, 
and  its  "government  relations"  staff  worked  out  of  nea's 
Washington  headquarters  until  1990.  Once  the  pta's 
teacher  members  became  unionized,  it  was  inevitable  that 
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National  Education  Association 


Fat  and 
happy 

nea  teachers  probably 
don't  know  how  fat  and 
happy  the  union  bureau- 
cracy has  become.  And  they 
can't  easily  find  out  from 
government- mandated  fil- 
ings. Thus,  filings  show 
Geiger  and  Cameron's  sala- 
ries, allowances  and  ex- 
penses in  1993  were 
$240,000  and  $194,000, 
respectively,  and  through 
these  filings  nea  head- 
quarters' curious  Michelin- 
man  salary  structure  can 
be  discerned. 

But  benefits  and  terms 
of  employment  are  not  re- 
ported. And  critics  sus- 
pect they  are  lavish. 

The  critics  are  right. 
Recently,  documents 
leaked  by  a  disgruntled 
employee  of  the  nea's  Indi- 
ana State  Teachers  Asso- 


ciation affiliate  have  provid- 
ed an  extraordinary  in- 
sight into  the  wonderful 
world  of  the  teacher 
union  bureaucrat. 

Only  9  of  the  Indiana 
affiliate's  119  employees 
reported  salaries  above 
$70,000  in  August  1992. 
But  a  devastating  analysis 
of  the  leaked  documents  by 
William  Styring  of  Indi- 
ana Policy  Review  conclud- 
ed that,  in  fact,  no  fewer 
than  40  of  the  state  union's 
staff  received  total  com- 
pensation packages  that 
were  worth  more  than 
$100,000. 

The  lowliest  ISTA  cleri- 
cal employee  received  a  to- 
tal compensation  pack- 
age worth  more  than 
$36,000— about  $4,000 
higher  than  the  total  com- 
pensation of  a  typical  be- 
ginning Indiana  teacher. 

Reason:  benefits  like 


they  would  dominate  the  less  organized  parents.  As  early 
as  1968,  teacher  pressure  forced  the  pta  to  direct  that  its 
affiliates  should  be  "neutral"  in  teacher  strikes. 

Parents  can  still  make  a  difference.  Greenwich,  Conn, 
mother  and  former  media  consultant  Kay  Wall  cam- 
paigned effectively  against  obe  while  president  of  her  pta 
local.  Other  area  locals  have  seceded  to  escape  educrat 
control. 

Perhaps  the  pta  should  return  to  its  original  policy  after  its 
1897  founding  and  exclude  teachers  from  its  membership. 
Or  change  its  name — to  Poodle  Teachers  Association. 
■  American  Association  of  Retired  Persons  (AARP).  With  33 
million  members  and  $360  million  total  revenues,  AARP  is 
more  than  half  as  big  as  the  Catholic  Church  in  the  U.S.  Like 
NEA,  it  is  notoriously  committed  to  liberal  policy  goals,  even 
when  alienating  its  members  (Forbes,  Nov.  25,  1991). 

Less  obvious  is  AARP's  intimate  interlock  with  the 
teacher  union  movement.  AARP  was  originally  founded  by 
a  teacher.  Its  current  president  and  president-elect  were 
previously  involved  with  state  retired -teacher  associations. 
Nine  of  its  21  directors  are  former  educators,  including  at 
least  one  ex-president  of  an  nea  affiliate. 

Many  AARP  staffers  "come  out  of  the  education  world," 
according  to  an  internal  source.  For  example,  James 
Butler,  now  head  of  AARP/VOTE,  the  association's  voter 
mobilization  education  program,  is  a  former  longtime  NEA 
state  and  regional  bureaucrat.  Bill  Hayward  of  aarp/vote 
in  California  was  for  20  years  with  the  California  Teachers 
Association,  and  is  proud  of  the  large  numbers  of  cta 
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very  generous  vacations  (al- 
most 12  weeks  for  16- 
year  veterans),  cars  and 
credit  cards  (available  to 
nearly  half  ista's  staff)  and 
even  allowances  for 
something  called  "com- 
panion travel." 

Boondoggle  bimbos? 

Not  surprisingly,  ista's 
turnover  is  infinitesimal. 
Thus  over  a  third  of  its 
staff  qualify  for  those  12- 
week  vacations.  These 
lucky  employees  include  a 
goon  briefly  jailed  after 
attempting  to  vandalize  a 
school  board  member's 
car  during  a  1985  teachers 
strike. 

ISTA  protested  to  the 
press  that  its  remuneration 
was  "not  unusual"  by 
NEA  standards.  If  so,  this 
suggests  the  nea's  Geiger 
and  Cameron  actually  re- 
ceive total  compensation 
packages  of  $335,000  and 


$300,000,  respectively, 
and  that  some  2,000  NEA 
and  affiliate  officials  get 
over  $100,000  a  year. 

Styring  points  out  an- 
other unique  teacher  union 
privilege:  Some  staffers 
are  former  teachers  who  re- 
main eligible  for  their 
teacher  pensions  on  top  of 
their  union  benefits. 

Thus  Indiana  State 
Teachers  Association  veter- 
ans, he  calculates,  could 
possibly  retire  on  more 
than  100%  of  their  final 
salary.  And  these  pensions 
are  funded  by  the  state 
taxpayers — who  are  there- 
fore in  the  remarkable  po- 
sition of  having  to  pay  the 
union  that  organizes 
against  them. 

In  the  private  sector, 
such  employer-union  sub- 
ventions are  illegal  under 
the  Landrum- Griffin 
Act.        -P.B.  and  L.S.  HI 
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alumni  he  has  brought  into  his  AARP  arm.  aarp's  California 
State  Legislative  Committee  is  dominated  by  a  "strong 
leadership  cadre"  of  teachers. 

No  surprise  that  AARP  echoed  the  nea  support  foi 
Clinton-style  health  reform — and  its  opposition  to  Propo 
sition  174. 

■  American  Federation  of  Teachers.  In  late  1994  rumor- 
were  rife  of  an  imminent  merger  between  the  nea  and  it 
main  rival,  the  875,000-member,  $140-million-plus  (rev 
enues)  American  Federation  of  Teachers  and  its  stat« 
affiliates,  nea  critics  were  appalled.  Not  only  would  ; 
merger  enormously  enhance  nea  power,  but  it  woulc 
presumably  end  the  aft's  (relative)  openness  to  reform — 
tradition  very  personally  identified  with  its  brilliant  ant 
cunning  president,  Albert  Shanker.  (This  tradition  i 
arguably  not  only  relative  but  mainly  rhetorical:  AF 
affiliates  behave  much  like  nea  affiliates  and  the  union  i 
equally  devoted  to  Democrats.  See  p.  125,  bottom  right.)  Jife 

Well,  this  particular  apple  isn't  falling  into  the  nea's  la] 
anytime  soon.  Merger  talks  dramatically  collapsed  Dec 
19.  The  aft  cited  the  nea's  mandator}'  minority  quota 
and  its  unwieldy,  centralized  governing  structure,  whic 
leaves  the  union  bureaucrats  in  control. 

But  Shanker  may  well  have  cited  the  decisive  reason  i 
his  oration  to  the  aft  annual  conference  last  summer. 

The  merged  union,  he  said,  "would  be  unlike  any  othe 
union  that  now  exists  in  this  country  or  that  ever  exisl 
ed.  .  .  .  If  the  organization  is  viewed  as  a  big  monster,  an 
the  NEA  already  is,  by  not  just  the  right  wing  but  by  som 
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people  who  are  sort  of  near-center  [probably  a  reference  to 
Forbes],  because  of  its  size,  does  that  organization  be- 
come a  target?  .  .  .  That's  a  real  danger." 

As  Shanker  well  knows,  the  "monster"  is  indeed  at  last  in 
danger.  The  NEA  nightmare  can  be  dispelled  by  light  in  the 
form  of  victorious  Republicans  at  the  federal  and  state 
levels.  Here's  how: 

■  Ensure  "Right  to  Work."  Bar  "agency  shop"  laws  that 
compel  nonunion  members  to  pay  public  sector  unions  for 
the  alleged  cost  of  collective  bargaining.  This  could  be 
done  either  through  more  state  right-to- work  laws  (there 
are  currently  21)  or  through  a  federal  right-to-work  law 
reversing  the  U.S.  Supreme  Court's  questionable  1977 
Abood  ruling.  This  ruling  held  that  nonunion  public 
employees  had  to  pay  their  "fair  share"  of  a  union's 
collective  bargaining  costs,  but  not  for  its  political  and 
ideological  activities.  (Although 
some  subjects  like  math  could  com- 
mand more  than  union  rates. )  Result: 
continuing  hand-to-hand  combat  be- 
tween the  teacher  unions  and  litigants 
backed  by  the  indefatigable  National 
Right  To  Work  Legal  Defense  Foun- 
dation about  how  much  union  activi- 
ty is  collective  bargaining. 

The  teacher  union  would  still  exist 
under  Right  To  Work.  But  it  might 
turn  out  that  many  teachers  don't 
want  to  pay  S400  to  $600  dues  a  year. 

Reform  public  sector  collective  bar- 
gaining statutes.  The  teacher  union's 
jorniimonopoly  bargaining  privilege  is  the 
stronj  basis  of  its  power — even  in  Right  To 
Work  states,  nonmembers  cannot  ne- 
oigotiate  their  own  terms.  But  in  the 
1960s  rush  to  recognize  most  public 
sector  unions,  what  legal  scholars  re-  H^BH 
umor  gard  as  a  serious  constitutional  objec- 
andittion  was  never  answered.  Most  public  sector  unions 
rev  inevitably  end  up  bargaining  policy  with  government. 
[ti  Other  concerned  groups  are  ignored — such  parties  as 
students,  parents  and  taxpayers.  This  may  well  be  a  Federal 
wduI  Equal  Protection  violation. 

A  state  level  approach  to  this  problem:  Allow  teachers 

the  right  to  opt  out  of  union  contracts,  as  attempted  in 

ii  Michigan  in  1993  and,  currently  and  more  comprehen- 

$  iively,  in  Indiana.  Or  allow  school  boards  to  opt  out  of 

a;  nandated  collective  bargaining. 

I  End  "unfunded  mandates."  A  common  union-backed 

'school  reform"  tactic  is  the  "unfunded  mandate" — state 

c(j  Do  egislation  that  end-runs  local  voters  to  impose  duties  and 

. qU0B  :osts  on  school  districts.  "Massachusetts'  1993  reform  law 

,  -hie  mposed  teacher  protections  like  restrictions  on  the  school 

Doard  authority  to  hire  and  fire,"  grumps  Peter  Rogers,  a 

.elsoni  iisgruntled  former  chairman  of  the  Nahant  school  board 

0    nanagement  study  committee.  But  the  tactic  is  wearing 

„,  ,;!i  :hin:  New  York  Governor  George  Pataki  has  just  explicitly 

.  :i  denounced  it. 

. .  -j  ■  End  NEA  headquarters  property  tax  exemption.  Unique 
^501  imong  unions,  this  anomaly  derives  from  the  federal 
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charter  the  NEA  received  in  its  professional  association 
days — and  is  worth  some  $2  million  a  year,  almost  half 
NEA-PAC's  spending. 

D.C.  Mayor  Marion  Barry  needs  the  money. 

■  End  taxpayer  funding  of  retirement  benefits  for  union 
staff.  Judging  by  Indiana's  example  (see  box,  opposite),  this 
could  be  worth  as  much  as  $4.6  million  annually  to  he 
teacher  union.  Rhode  Island  General  Treasurer  Nancy  j. 
Mayer  says  such  legislation  last  year  saved  her  sL.tc  S  i  3 
million.  The  NEA  affiliate  suit  challenging  the  law  has 
backfired:  One  local  chapter  is  withholding  dues  to  its 
parent  in  protest  against  union  financing  of  the  appeal. 

■  End  release  time  with  pay  for  teachers  to  conduct  union 
business.  Currently  bargained  into  union  contracts  far  in 
excess  of  private-sector  equivalents,  this  could  be  restrict- 
ed at  the  state  level. 

■  End  teacher  tenure — allow  merit  pay.  Unions  block 

recognizing  teachers'  individual  per- 
formance because  it  divides  their 
flock.  California  Governor  Pete  Wil- 
son has  recently  advocated  both. 

■  End  government  agencies'  collection 
ofPAC  contributions  for  private  orga- 
nizations. Currently,  many  school 
districts  agree  to  deduct  union  pac 
contributions  from  payrolls,  cutting 
NEA  fundraising  costs  and  requiring 
individual  teachers  to  take  positive, 
sometimes  difficult,  steps  to  opt  out. 

■  End   taxpayer  funding   of  union- 
sponsored  National  Board  for  Profes- 
sional Teaching  Standards.  The  feder- 
al government  has  already  coughed 
up  $20  million,  and  several  states  have 
also  kicked  in.  Author  Myron  Lieber- 
man,  senior  research  scholar  at  the 
Social  Philosophy  and  Policy  Center 
in  Bowling  Green,  Ohio,  says  that  the 
teacher  unions  have  already  repeated- 
ly opposed  standardized  testing  of  teachers  and  students, 
and  predicts  that  the  "standards"  will  simply  be  an  excuse 
to  jack  up  salaries. 

■  Give  teeth  to  antistrike  laws.  Attempts  to  prohibit  teacher 
strikes  have  been  so  ineffective  that  paradoxically  strikes  are 
at  least  as  common  in  the  40  states  where  they  are  illegal.  But 
real  penalties  can  be  imposed:  A  Michigan  law  now  docks 
teacher  pay  for  every  day  on  strike — and  in  Iowa,  not  just  the 
public  employer  but  any  district  resident  can  sue  if  unions 
break  no-strike  agreements  ...  so  they  don't. 

■  Apply  private-sector-type  restrictions  to  union  encroach- 
ment on  management.  Public  sector  exemption  often 
means  that  teachers,  spouses  of  teachers  and  even  spouses 
of  union  officials  can  sit  on  school  boards  and  vote  on 
salary  increases — regardless  of  any  conflict  of  interest. 

■  Abolish  Goals  2000.  The  NHA  was  intimately  involved  in 
this  Clinton  Administration  initiative.  Arguably  the 
groundwork  for  federal  curriculum  control,  Goals  2000 
dangles  funds  before  states  in  return  for  adopting  OBE-ish 
standards — and  originally  tried  to  discourage  phonics. 

■  Abolish  the  U.S.  Department  of  Education.  The  NEA 
wanted  this  federal  toehold.  Chop  it  off.  M 
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BOND  FUNDS 


THE  FUNDS 


With  bonds  as  cheap  as  they  are  and 

the  stock  market  still  high,  could 

fixed  income  investments 

outperform  equities  over  the  next  few  years? 

Here's  a  shopping  guide  for  bond  mutual  funds. 

Hie  year 

of  the  coupon 


By  Mary  Beth  Grover  and  Jason  Zweig 


Like  a  Wild  West  lawman  blazing 
away  with  a  six-gun  in  his  hand,  the 
Federal  Reserve  raised  rates  six  times 
in  1994,  dropping  the  bull  market  in 
bonds  dead  in  the  dust.  After  deliver- 
ing 12.9%  compound  annual  returns 
since  1982,  the  Merrill  Lynch  corpo- 
rate/government master  index, 
which  measures  both  interest  income 
and  capital  gains  or  losses,  lost  3.3% 
in  1994. 

Small  investors  reacted  with  pre- 
dictable panic.  Mutual  fund  investors, 
who  had  poured  $90  billion  into 
bond  funds  in  1993,  yanked  out  $54 
billion  last  year,  reckons  Avi  Nach- 
many  of  Strategic  Insight,  a  fund  re- 
search firm  in  New  York  City. 

To  Forbes,  the  lesson  in  all  this  is 
clear:  Now  is  not  the  time  to  sell  bond 
funds.  It  is  the  time  to  buy  them. 
When  so  many  people  are  so  pessimis- 
tic, the  market  bottom  cannot  be  all 
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that  far  off. 

Look  at  it  this  way:  The  bond  mar- 
ket has  already  had  its  setback;  the 
stock  market  hasn't.  Some  shrewd 
conservative  investors  think  stocks, 
already  fairly  dear,  will  do  well  to 
return  8%  a  \  ear  over  the  rest  of  this 
decade.  That's  with  a  fair  degree  of 
risk.  Meanwhile,  you  can  get  almost 
that  much,  with  no  risk,  by  holding 
medium-term  Treasurys  to  maturity. 

Yields  on  5 -year  to  20 -year  Trea- 
surys are  the  highest  since  mid- 1991. 
And  the  real  yield  (yield  minus  the 
current  2.8%  inflation  rate)  on  20- 
year  Treasurys  is  5.1%.  That's  double 
the  average  for  the  last  25  years  and 
the  highest  level  since  August  1988.  If 
you  hold  to  maturity  and  reinvest 
your  coupons,  you  can  be  assured  of 
ending  with  a  real  gain,  except  in  the 
unlikely  event  that  the  inflation  rate 
were  to  spike  up  close  to  8%.  Even 


then  vour  loss  would  be  minor. 

Stocks?  The  dividend  yield  on  Stan- 
dard &  Poor's  500  stock  index,  2.9%, 
is  two  percentage  points  less  than  its 
average  yield  since  1926. 

If  you  want  to  get  a  sense  of  how 
bond  yields  compare  with  stock 
yields,  compare  the  real  bond  yield  of 
5.1%  with  the  2.9%  nominal  yield  on 
stocks.  ( Don't  trv  to  subtract  inflation 
from  stock  dividends  because  they  are 
alread\'  inflation-protected;  over  long 
periods,  dividends  on  stocks  more 
than  keep  up  with  the  cost  of  living.) 

We've  said  that  the  5.1%  real  bond 
yield  is  high  by  historical  standards, 
and  that  the  2.9%  stock  yield  is  low. 
How  about  the  difference  between 
these  two  figures?  The  2.2%  yield 
advantage  to  bonds  is  also  historically 
high,  according  to  researchers  Ibbot- 
son  Associates  of  Chicago.  That 
should  give  prospective  stock  buyers 
pause,  although,  to  be  sure,  the  num- 
ber is  no  sure-fire  predictor  of  what 
the  markets  will  do  in  the  future. 

Put  it  this  way:  If  you  think  the 
market  is  overdoing  its  pessimism 
about  inflation  or  its  optimism  about 
corporate  profits,  then  you  should  be 
lightening  up  on  stocks  and  buying 
bonds  instead. 

"This  is  the  cheapest  bonds  have 
been  in  five  years,"  says  William 
Gross,  who  runs  $55  billion  in  bonds 
at  Pacific  Investment  Management 
Co.  (Forbes,  Mar.  15,  1993).  Note 
that  Gross  does  not  expect  a  big  bull 
market;  he's  looking  for  bond  returns 
of  7%  to  10%  this  year,  a  bit  higher 
than  interest  payments.  For  stocks  to 
beat  that,  you  would  have  to  assume 
that  the  Dow  Jones  industrials  will 
burst  through  the  4000  mark  and 
keep  going.  It  could  happen,  but  it's 
not  guaranteed,  while  short-term 
bonds  held  to  maturity  are  all  but 
guaranteed. 

"We're  long  long,"  effuses  Daniel 
Fuss  of  Loomis  Sayles  Bond  Fund 
(Forbes,  May  24, 1993).  "A  year  ago 
I  was  really  down  in  the  dumps,"  says 
Fuss.  "Now  I'm  a  happy  person 
again."  Last  month  Fuss  sank  9%  of 
his  S82  million  fund  into  U.S.- 
backed,  dollar-denominated  "Brady 
bonds"  issued  by  Argentina,  Brazil 
and  Mexico  after  the  Mexican  peso 
panic  knocked  them  for  a  loop.  These 
are  currently  yielding  14%  or  so. 

Bond  bulls  can  take  comfort  from 
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the  views  of  Robert  Rodriguez,  port- 
folio manager  of  FPA  New  Income 
fund.  In  late  1993,  just  when  bonds 
were  peaking,  he  moved  his  fund  into 
short  bonds.  Smart  move:  His  fund 
was  one  of  last  year's  rare  winners 
(Forbes,  Aug.  29, 1 994).  Now  Rodri- 
guez is  racing  the  other  way.  "The 
consensus  is  so  high  that  rates  have 
got  to  rise,"  he  says,  "that  the  time  is 
ripe  for  taking  some  risks."  His  favor- 
ite buy  right  now:  five-year  Treasury's, 
which  he  reckons  will  deliver  a  3% 
return  even  if  interest  rates  rise  1.5 
percentage  points  in  the  next  year. 

Also  attractive  right  now:  higher- 
quality  junk  bonds.  Their  relatively 
high  yields  offer  some  protection 
against  a  run-up  in  interest  rates, 
while  their  relatively  short  maturities 
offer  further  protection. 

Those  in  the  highest  tax  brackets — 
taxpayers  in  some  states  get  to  keep 
barely  half  their  pretax  income — 
should  look  seriously  at  municipal 
bonds.  For  high-bracket  people,  an 
8%  yield  from  taxable  Treasurys  yields 
less  than  5%  after  federal  taxes,  barely 
two  points  ahead  of  the  inflation  rate. 
Many  good  municipal  bond  funds 
currently  yield  6% — after  federal  tax, 
that  is.  But  to  get  that  maximum  rate 
you  might  have  to  go  fairly  far  out  in 
maturity,  enhancing  your  market  risk. 

Higher  expenses  are  bad  news.  Give 
preference  to  no-load  funds  with  low 
management  charges.  Unlike  stock 
investing  or  junk-bond  investing, 
where  a  talented  manager  can  some- 
times sustain  market-beating  perfor- 
mance for  long  periods,  investing  in 
high-grade  bonds  is  a  game  of  inches. 
While  picking  the  right  or  wrong 
stock  or  junk  bond  can  make  a  huge 
difference  in  a  portfolio,  high-grade 
bonds  of  the  same  maturity  and  call 
provisions  tend  to  perform  almost  in 
lockstep.  The  fund  with  the  lowest 
expenses  is  the  likeliest  winner.  Look 
at  it  this  way:  If  a  fund  portfolio  earns 
8%  and  the  manager  charges  1%  in 
expenses,  he  is,  in  effect,  keeping  12% 
of  your  yield. 

Pick  your  point  on  the  yield  curve. 
Over  the  past  decade  the  funds  that 
made  the  most  money  were  those 
with  the  longest  maturities;  as  interest 
rates  fell,  long-term  bonds  skyrocket- 
ed in  value.  Remember  that  as  you 
look  at  performance  records.  If  you 
pick  the  fund  with  the  highest  histori- 
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cal  returns,  you  will  be  t;  big 

dose  of  interest-rate  risk.  That's  fine  if 
you  think  rates  will  stay  stable  or  keep 
railing.  It's  a  bad  idea  if  you  think  they 
will  rise  again. 

In  the  tables  thai  follow  these  arti- 
cles, a  high  grade  for  performance  in 
upmarkets  and  a  low  grade  in  down- 
markets  denotes  a  long-'ferm  fund, 
regardless  of  the  fund's  own  descrip- 
tion; conversely,  a  low  upmarket 
grade  and  a  high  downmarket  grade 
indicates  a  short-term  fund. 

Steer  clear  of  funds  that  advertise 
outsized  yields.  Such  yields  are 
achieved  by  taking  on  additional  risk. 
Fundamental  U.S.  Government  Stra- 
tegic Income  Fund  has  promoted  its 
high  yields  for  years.  But  it's  total 
return,  not  yield,  that  matters.  At  the 
end  of  last  year,  this  fund  yielded 
10.4% — but  its  total  return  for  the 
year  was  negative  25.6%. 

Think  tnnce  before  buying  a  "cheap" 
closed-end  fund.  After  trading  at  pre- 
miums to  their  portfolio  values  for 
several  years,  closed-end  bond  funds 
have  fallen  to  an  average  5%  discount. 
But  if  its  expenses  are  well  above  those 
of  a  comparable  open-end  fund,  a 
closed-end  is  no  bargain  (Forbes, 
Aug.  1,  1994).  For  example,  closed- 
end  Income  Opportunities  Fund 
2000,  which  invests  largely  in  mort- 
gage-backed securities,  pinches  its 
shareholders  for  2.7%  in  annual  ex- 
penses; open-end  Benham  Target 
Maturities-2000,  which  invests 
mainly  in  zero  coupon  Treasurvs, 
charges  just  0.6%.  Both  funds  plan  to 
liquidate  in  the  year  2000 — but  the 
Benham  fund  is  more  creditworthy, 
has  some  tax  advantages  and  is  simply 
far  cheaper.  Even  at  its  recent  12.5% 
discount,  Income  Opportunities  is 
the  worse  buy. 

A  lot  of  wise  investors,  John  Tem- 
pleton  among  them  (Forbes,  Jan. 
id),  shun  bonds  as  truly  long-term 
investments.  If  you're  looking  10  or 
20  years  ahead,  these  bond-shunners 
are  probably  right.  But  if  you  are 
looking  out  over  the  next  couple  of 
uncertain  years,  there's  a  lot  to  be  said 
rocketing  8%  and  letting  someone 
else  r ?st  his  luck  in  a  high-priced  and 
vulnerable  stock  marke...  Ian  MacKin- 
non, who  runs  S26  billion  in  bond 
funds  at  the  Vanguard  Group,  says 
that  "1995  will  be  the  year  of  the 
coupon."  He  may  well  be  correct.  ■■ 
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When  the  mob  vows  "never  again!"  the  shrewd  investor 
gets  interested.  So  it  is  with  bonds  now. 

The  "never 
again"  syndrome 


By  Mary  Beth  Grover  and  Jason  Zweig 


Vanguard  bond  baron  Ian  MacKinnon 
Lower  costs,  higher  returns. 
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You  think  1994  was  a  rough  year  in 
the  bond  market?  You  should  have 
been  around  in  1979,  says  Ian  Mac- 
Kinnon, who  oversees  S26  billion  in 
bonds  for  the  Valley  Forge,  Pa. -based 
Vanguard  Group.  "The  worst  bond 
markets  I've  ever  seen  were  between 
1979  and  1981,"  he  says.  'The 
bleeding  was  more  arterial  back  then 
and  it  lasted  a  lot  longer." 

Powered  by  rising  oil  prices  and  a 
frightening  climb  in  inflation,  all  cou- 
pled with  upward  pressure  on  interest 
rates  by  an  inflation -spooked  Federal 
Reserve,  the  yield  on  long  Treasurys 
went,  in  that  brief  two-year  span, 
from  8%  to  15%.  "That  was  when 
people  said,  'I'm  never  going  to  buy  a 
ond  or  a  bond  fund  again,'  "  recalls 
MacKinnon.  "And  they  probably 
made  their  New  Year's  resolution  on 
he  eve  of  the  greatest  bull  market  in 
3onds  we've  seen  before  or  since." 

Obviously  1994  is  not  1981,  but 
MacKinnon's  point  is  w  ell  taken:  The 
ime  to  buv  is  when  all  your  friends 
ind  relatives  are  convinced  that  what 
'ou  are  buying  is  poison. 

In  managing  bonds,  MacKinnon 

ikes  to  play  the  yield  cunt,  up  to  a 

joint.  That  is,  he  shortens  maturities  a 

)it  if  he  thinks  interest  rates  will  rise, 

engthens  them  if  he  thinks  rates  are 

leaded  down.   He   sometimes   uses 

hose  dreaded  derivatives,  trading  fu- 

ures  contracts  to  take  advantage  of 

ihort-term  discrepancies  in  the  yield 

elationship       between       municipal 

onds  and  Treasurys. 

MacKinnon    also    switches    assets 

om  market  sectors  that  seem  over- 

riced    to   those    that   seem    under- 

riced.  One  sector  he  thinks  is  now 

nderpriced:     BBB-rated    corporate 

onds.  "In  both  recessions  and  recov- 

ries,"  says  MacKinnon,  "the  BBB 

ctor  provides  much  more  in  income 

an  you  lose  in  defaults."  Over  the 

st    20    years,    MacKinnon    figures, 

BB-rated  corporates  returned  2.3 

ercentage  points  annually  more  than 

reasurys   of  comparable   maturity, 

ith  less  risk  than  lower-grade  pure 

nk  bonds. 

MacKinnon  is  now  so  bullish  that 
Vanguard's  long-term  Treasury 
nd  he  has  upped  his  average  dura- 
on  '  a  measure  of  interest  rate  risk;  by 
year,  to  10  years.  That  indicates  a 
isk  comparable  to  that  of  a  zero 
oupon  Treasury  due  in   10  years;  it 
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Vanguard's 
costs,  one-tenth 
those  of  the 
operators  below, 
give  it  a  head  start 
on  performance. 


Low-maintenance 

Vanguard  Total  Bond  Market 
Vanguard  New  York  Insured  T-F 
Vanguard  Calif  T-F-lnsured  L-T 
Vanguard  Muni  Bond-Insured  L-T 
Vanguard  Penn  Tax-Free-Insured  L-T 

High-maintenance 

Venture  Muni  (  +  )  Plus 
Hancock  High  Yield  Tax  Free-A 
New  York  Muni  Fund 
Hancock  Govt  Income-A 
Keystone  Custodian  B-l 


Total  return 

last  annual 
12            average 

months  12/89 
to  12/94 

Annual 
expenses 
per  $100 

-2.7% 

7.5% 

SO  18 

-5.6 

6.9 

0.19 

-5.7 

6.6 

0 19 

-5.9 

6.9 

0.20 

-4.5 

7.2 

0.20 

2.3 

6.6 

2.07 

-5.0 

6.4 

2.06 

-20.5 

2.8 

2.05 

-5.3 

5.7 

2.01 

-5.1 

5.6 

1.94 

also  means  the  fund  will  rise  or  fall 
about  10%  on  a  one-percentage-point 
shift  in  rates.  You  get  this  much  risk  in 
a  portfolio  of  full-coupon  Treasurys 
with  an  average  maturity  of  23  years. 

But  intermediate-term  Treasurys 
also  look  nice.  "You  get  the  yield  of  a 
long  bond  without  having  to  take  all 
the  risk,"  says  MacKinnon.  Ten-year 
Treasurys,  for  example,  yield  7.8%, 
almost  dead-on  with  the  long  bond.  If 
interest  rates  rise  one  percentage 
point,  the  long  bond  will  have  a  nega- 
tive 4%  total  return.  But  the  ten-year 
will  break  even. 

So  why  does  MacKinnon  even 
bother  with  the  longer  Treasury's? 
Because  interest  rates  could  go  the 
other  way.  If  they  fall  a  percentage 
point,  the  long  Treasury  will  have  a 
total  return  of  19%;  the  ten-year  Trea- 
sury, only  15%. 

MacKinnon  is  very  bullish  on  long 
munis.  "We  expect  to  see  S50  billion 
to  SI  00  billion  of  bonds  simply  disap- 
pear this  year,"  he  says.  "That's  pretty 


The  time  to  buy 
is  when  all  your 
friends  and  relatives 
are  convinced  that 
what  you  are  buying 
is  poison. 


bullish  for  munis."  MacKinnon  re- 
calls that  ten  years  ago  S200  billion  of 
bonds  hit  the  market  with  coupons 
ranging  from  9%  to  10%.  Many  have 
since  been  refunded,  but  this  year  the 
call  protection  expires  on  those  that 
remain  outstanding.  Result?  A  sharp 
shrinkage  of  supply,  which  should 
boost  prices. 

If  you  choose  muni  bonds,  do  what 
MacKinnon  does:  Get  a  portfolio 
with  a  healthy  dose  of  bonds  trading 
well  below  par.  Although  there  can  be 
a  slight  tax  disadvantage  to  such 
munis,  they  are  much  better  posi- 
tioned to  participate  in  a  rally.  Bonds 
already  trading  at  par  or  above  are 
likely  to  be  called  away  if  bond  prices 
rebound. 

In  the  ratings  of  mutual  funds  that 
begin  on  page  134  (our  larger  annual 
survey  appears  in  August),  we  have 
added  information  about  annual  ex- 
pense burdens.  This  is  an  important 
number  for  any  kind  of  fund  but  is 
particularly  important  for  a  bond 
fund.  Keep  an  eye  on  it. 

A  handful  of  expensive  bond  funds 
are  good.  They  earn  their  keep  bv 
delivering  excellent  results.  Fidelity's 
Capital  &  Income  Fund,  a  junk  fund 
that  gets  actively  involved  in  reorgani- 
zations of  companies  whose  debt  it 
buys,  is  a  case  in  point.  Unfortunately, 
an  awful  lot  of  expensive  bond  funds 
are  merely  expensive.  Stay  away  from 
them.  Their  fees  will  eat  up  too  much 
of  your  income.  h 
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Schwab's  New  FundMap™ 

Software  Makes  Selecting 

Mutual  Funds  Easy 


eciding  where  to 
have  your  IRA  can 
fficuk,  but  deciding 
h  mutual  funds  to  put 
»ur  IRA  can  be  down- 
overwhelming,  even 
xperienced  investors.  After  all,  you  have 
sands  of  funds  to  choose  from.  That's  where 
/ab  can  really  help  you  this  IRA  season. 

Get  FundMap  Mutual  Fund  Selection 
Software  for  Windows?  Free. 

hen  you  bring  $10,000  or  more  to  a  Schwab 

No-Annual-Fee  IRA 
or  any  other  Schwab 
account,  you'll  also 
receive  our  exclusive 
FundMap  Mutual 
Fund  Selection 
Software  for 
Windows®  Free. 
FundMap  helps  you 


Free 

For  A 

Limited 

Time. 


Our  free  FundMap  software  for 
Windows®  is  only  available  to  Schwab 
customers  who  bring  over  $10,000  between  January  1 
and  April  30,  1995.  Call  1-800-464-6093  ext.  36C. 


£ 


ur  Selected  Portfolio 


ate  your  own  diversified  portfolio. 


Alllillli 


mmmam 


calculate  your  retirement 
savings  and  allocate  your 
assets.  Then  FundMap 
helps  you  choose  from  a 
select  list  of  funds  chosen 
from  a  variety  of  well- 
known  fund  families.  It's  a  $25  value  that  can  be 
yours  free. 

Bring  Your  IRA  or  Rollover  to  Schwab. 

Transfer  your  IRA  or  your  rollover  distribution 
into  a  Schwab  No- 
Annual-Fee  IRA*  It's 
free  for  life  with  an 
account  balance  of 
$10,000  or  more.  For 
more  details  just  stop 
by  one  of  our  more 
than  200  Schwab 

OlficeS  Or  Choose  from  many  well-known  fund  families. 

Call:  1-800-464-6093  ext.  36C 
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FundMap  Worksheet 

Fund 

Allocation 

$ 

% 

INVESCO  FUNDS 

10,500 

30.0  j 

Twentieth  Century 

7,000 

20.0 

Janus  Funds 

7,000 

20.0 

Strong  Funds 

5,500 

15.7 

Berger  Funds 

5,000 

14.3  .- 

Total  Allocation 

Charles  Schwab 

Helping  Investors  Help  Themselves® 


rospecius  containing  more  complete  information  including  management  fees  and  other  expenses  for  any  fund  is  available  through  Schwab.  Please  review 

pectus  carefully  before  investing. 

mist  reach  $10,000  by  9/15/95.  Set-up  and  maintenance  fees  for  certain  assets  such  as  limited  partnerships  and  promissory  notes  still  apply  Graphs  for  illustrative 

only  FundMap  software  will  be  available  mid-February  1995  Please  allow  two  weeks  for  delivery  Valid  only  in  the  United  States.  Limit  one  response  per  customer. 

*is  a  registered  trademark  of  Microsoft  Corporation.  ©1995  Charles  Schwab  &r  Co.,  Inc.  Member  SIPC/NYSE.  All  rights  reserved.  (1/95) 


THE  FUNDS 


Best 
Buys 


The  Rinds  recommended  here  deliver  good  risk-adjusted 
performance  without  exorbitant  fees  and  sales  commis- 
sions. We  define  costs  as  a  fund's  annual  expense  ratio,  plus 
one-fifth  of  any  front-end  sales  charge.  Costs  and  perfor- 
mance are  weighted  equally  at  stock  and  junk  bond  funds, 
where  a  manager  can  more  easily  add  value.  But  at  global 
bond  funds,  we  give  costs  twice  the  weight  of  perfor- 
mance; at  domestic  investment-grade  bond  funds  and  all 
municipal  bond  funds,  we  weight  costs  3-to- 1  over  perfor- 
mance. Winning  funds  are  listed  in  descending  order  of 
their  composite  cost/performance  scores. 


Stock  funds 

Fund 
U.S.  stock 


5-year 
annualized 
total  return 


Lindner  Dividend  Fund  9.9% 

Vanguard  Special-Health  Care  15.5 

Mutual  Series  Fund-Beacon  11.5 

Mutual  Series  Fund-Qualified  U.6 

Mutual  Series  Fund-Mutual  Shares  10.8 
William  Blair  Mutual  Funds-Growth  Fund    13.2 

Vanguard/Primecap  Fund  13.0 

20th  Century  Giftrust  Investors  21.8 

Invesco  Strategic-Financial  Services  18.0 

20th  Century  Ultra  Investors  19.4 


Annual 
expenses 
per  $100 


$0.64 
0.19 
0.73 

0.78 


Maximum 
sales 
charge 


none 

none§ 

none 

none 


Assets         Minimum    Performance    Weighted        Median 

11/30/94         initial       UP    DOWN      average       market  cap 

($mil)        investment  —markets—         P/E  ($bil) 


0.74 

0.78 
0.67 
1.00 
1.03 


none 
none 
none 
none 
none 
none 


$1,630 

693 

2,018 

1,766 

3,713 

177 

1,472 

262 

240 

9,733 


3,000 
5,000 
1,000 
5.000 
1,000 
10,000 
250 
1,000 


$13.3 
8.8 
5.7 
6.1 
6.7 
3.5 
7.1 
0.6 
8.8 
5.8 


Risk 
level 


very  low 

high 

very  low 

low 

low 

average 

high 

very  high 

high 

very  high 


U.S.  balanced 

Dodge  &  Cox  Balanced  Fund 

9.8 

0.60 

none 

708 

2,500 

A 

C 

14.8 

13.6 

average 

Vanguard/Wellesley  Income  Fund 

8.4 

0.33 

none 

5,711 

3,000 

C 

A 

15.9 

13.5 

low 

Fidelity  Puritan  Fund 

10.7 

0.79 

2.00"%2 

11,532 

2,500 

A+ 

B 

16.5 

7.0 

average 

Franklin  Income  Fund 

10.9 

0.54 

4.25 

4,882 

100 

C 

B 

13.8 

10.2 

average 

CGM  Mutual  Fund 

10.7 

0.93 

none 

1,054 

2,500 

A+ 

0 

12.2 

9.7 

very  high 

SteinRoe  Total  Return  Fund 

8.1 

0.83 

none 

216 

2,500 

C 

F 

17.1 

20.4 

average 

Vanguard/Wellington  Fund 

7.9 

0.34 

none 

8,638 

3,000 

B 

C 

16.5 

17.1 

high 

Founders  Balanced  Fund 

8.1 

1.34 

none 

99 

1,000 

C 

A 

17.9 

9.1 

average 

Strong  Investment  Fund 

7.4 

1.20 

none 

250 

250 

F 

A 

16.9 

11.4 

low 

Foreign  stock 

T  Rowe  Price  International  Stock  Fund 

7.2 

1.01 

none 

5,982 

2,500 

B 

B 

28.0 

6.8 

average 

Vanguard  International  Growth  Portfolio 

4.8 

0.46 

none 

2,947 

3,000 

B 

C 

27.0 

7.9 

average 

Schroder  Capital-International  Equity 

5.2 

0.91 

none 

174 

2,500 

B 

C 

34.0 

5.3 

average 

Scudder  International  Fund 

5.6 

1.21 

none 

2,300 

1,000 

C 

B 

32.0 

6.3 

average 

Lexington  Worldwide  Emerging  Mkts  Fund 

9.1 

1.64 

none 

332 

1,000 

0 

A 

15.8 

7.8 

high 

Fidelity  International  Growth  &  Income 

5.8 

1.52 

none 

1,307 

2,500 

D 

B 

32.0 

6.0 

low 

Vanguard/Trustees'  Equity-International 

3.9 

0.40 

none 

1,110 

10,000 

B 

C 

28.0 

3.3 

average 

Nomura  Pacific  Basin  Fund 

3.9 

1.39 

none 

55 

1,000 

B 

D 

..     38.0 

6.9 

high 

Global  stock 

y 

Scudder  Global  Fund 

7.6 

1.45 

none 

1,131 

1,000 

A 

c 

27.0 

7.7 

low 

New  Perspective  Fund 

10.3 

0.84 

5.75 

6,415 

250 

B 

A 

24.0 

10.9 

average 

USAA  Investment-Cornerstone  Fund 

6.6 

1.11 

none 

820 

1,000 

C 

B 

24.0 

4.3 

very  low 

Vanguard  Special-Gold  &  Prec  Metals 

4.2 

0.26 

none§ 

637 

3,000 

C 

B 

38.0 

1.0 

high 

Dreyfus  Global  Growth 

6.4 

1.37 

3.00 

137 

2,500 

C 

A 

29.0 

2.1 

very  low 

Lexington  Global  Fund 

4.5 

1.49 

none 

73 

1,000 

B 

C 

25.0 

3.8 

average 

United  Services-World  Gold  Fund 

0.9 

1.53 

3 

180 

1,000 

D 

D 

45.0 

0.7 

very  high 

Lexington  Goldfund 

0.5 

1.63 

none 

151 

1,000 

D 

B 

39.0 

1.2 

high 

§Distributor  may  impose  redemption  fee,  with  proceeds 

reverting 

l  to  other  fund  shareholders. 

1An  automat 

c  monthly  investment  plan  is  rec 

luired  for  investments 

less  than  $2,500.    2Sales  charge  waived  through  12/31/95.     3 

|>10  account  closing 

fee.     Sources:  Forbes;  Lipper  Analytical  Services;  Morningstar 

Inc.;  CDA/Wiesenberger. 
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Bond  funds 


Fund 


Taxable-U.S.  Treasury 

Benham  Target  Maturities-2000 
Benham  Treasury  Note  Fund 
Vanguard  Fixed  Inc-L-T  US  Treasury 

Taxable-Ginnie  Mae 


5-year 
annualized 
total  return 


10.6% 
6.9 
7.4 


SEC 

yield 


7.4% 

6.9 

8.0 


Annual 
expenses 
per  $100 


$0.60 
0.51 
0.26 


Maximum 
sales 
charge 


none 
none 
none 


Assets 

11/30/94 

($mil) 


$251 
302 
634 


Minimum 

initial 
investment 


Performance    Weighted 
UP    DOWN      average 
— markets—     maturity 
(years) 


A+ 
C 

A+ 


F  6.4 

B  3.3 

F  21.4 


Risk 
level 


very  high 
low 
high 


i 

4 

Vanguard  Fixed  Income-GNMA 

Benham  GNMA  Income 

AARP  Inc  Trust-GNMA  &  US  Treasury 

7.6 
7.5 
6.9 

7.6 
7.7 
6.8 

0.28 
0.54 
0.70 

none 
none 
none 

5,804 

963 

5,336 

3,000 
1,000 

500 

c 
c 

D 

B 

B 
B 

4.5 
6.7 
6.0 

average 

average 

low 

Taxable-junk 

!* 

Fidelity  Capital  &  Income  Fund 
Merrill  Lynch  Corp-High  Income-A 
Northeast  Investors  Trust 

13.6 
12.9 
11.2 

8.1 

11.0 
10.4 

0.97 
0.55 
1.21 

none§ 
4.00% 
none 

2,189 

3,109 
537 

2.500 
1,000 
1,000 

B 

C 

c 

B 

A 
B 

6.6 
9.3 
7.2 

low 

average 

low 

Taxable-short-term 

Vanguard  Fixed  Inc-Short-Term  Corp 
Bernstein  Short  Duration  Plus 
Scudder  Short  Term  Bond  Fund 

7.2 
6.5 
6.8 

7.4 
6.6 
7.2 

0.26 
0.66 
0.68 

none 
none 
none 

3.050 

516 

2,303 

3,000 

25.000 

1.000 

D 

D 
D 

A 
A 

A 

2.5 
3.5 
3.0 

average 

low 
average 

Taxable-medium-term 

Fidelity  Intermediate  Bond  Fund 
Vanguard  Total  Bond  Market  Fund 
Columbia  Fixed  Income  Securities 

7.5 
7.4 
7.8 

6.7 
7.8 
7.6 

0.64 
0.18 
0.66 

none 

1 

none 

2,105 

1,728 

253 

2,500 
3.000 
1.000 

C 
B 
B 

B 
C 
C 

7.9 
9.1 
8.0 

low 
average 
average 

Taxable-long-term 

Vanguard  Fixed  Inc-Long  Term  Corp 
USAA  Mutual-Income  Fund 
Dodge  &  Cox  Income  Fund 

8.8 
7.7 
8.1 

8.5 
7.7 
NA 

0.30 
0.41 
0.60 

none 
none 
none 

2,539 

1,615 

194 

3,000 
1,000 
2,500 

A+ 

A 

A 

D 
D 
C 

17.4 
10.9 
10.5 

very  high 
average 
average 

Municipal-short-term 

Vanguard  Muni  Bond-Limited  Term 
Vanguard  Muni  Bond-Short-Term 
USAA  Tax-Exempt  Fund-Short-Term 

5.8 
4.8 
5.1 

4.8 
4.2 
4.7 

0.20 

0.20 
0.43 

none 
none 
none 

1,712 

1,544 

863 

3.000 
3,000 
3,000 

D 
F 
F 

A+ 
A+ 
A+ 

2.9 
1.2 
2.6 

average 

low 

average 

Municipal-medium-term 

;» 

Vanguard  Muni  Bond-Intermediate 
USAA  Tax-Exempt  Fund-Intermediate 
Scudder  Medium  Term  Tax-Free 

7.4 
6.6 
6.8 

5.8 
5.9 
5.2 

0.20 
0.40 
0.14a 

none 
none 
none 

4,656 

1,419 

739 

3,000 
3,000 
1,000 

B 
D 
D 

C 
B 
A 

6.7 
8.8 
7.2 

high 
average 
average 

Municipal-long-term 

< 

Vanguard  Muni  Bond-High  Yield 
Vanguard  Muni  Bond-Long-Term 
Vanguard  Muni  Bond-Insured  L-T 

7.4 
7.2 
6.9 

6.9 
6.6 
6.5 

0.20 
0.20 
0.20 

none 
none 
none 

1,585 

910 

1,743 

3,000 
3,000 
3,000 

A+ 
A+ 
A+ 

F 
F 

F 

11.2 
12.4 
12.0 

high 
very  high 
very  high 

:-■■'■ 

Municipal-one-state 

?  1 

Benham  Calif  Tax-Free  Intermediate 
Fidelity  Mass  Tax-Free-High  Yield 
Vanguard  New  York  Insured  Tax-Free 

6.2 
6.7 
6.9 

5.4 
6.7 
6.3 

0.48 
0.54 
0.19 

none 
none 
none 

407 

1,006 

695 

1,000 
2,500 
3,000 

D 
C 

A 

A 
B 

0 

8.2 
20.1 

19.5 

very  low 
low 
high 

9 

§Distributor  may  impose  redemption  fee, 
'Annual  $10  maintenance  fee.     NA:  Not 

with  proceeds  reverting  to  other  fund  shareholders,     a:  Net  of  absorption  of  expenses 
available.     Sources:  Forbes;  Upper  Analytical  Services;  Mornmgstar,  Inc.:  CDA/Wiesenberger. 
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Stock  and  balanced  funds 


Nineteen  !v  lety-four  was  the  year  when  a  lot  of  first-time 
investors  'earned  that  stock  markets  fluctuate.  The  average 
domestic  equity  fund  tell  by  1.5%.  Balanced  funds,  which 
counterweight  stocks  with  bonds,  usually  do  better  in  bad 
markets — but  not  in  1994,  when  they  lost  an  average  of 
3  4  o.  Utility-funds,  which  usually  offer  some  downmarket 
protection,  were  oft"  by  as  much  as  19%,  victims  of  rising 
interest  rates.  Precious  metals  hinds  got  tarnished,  losing 
up  to  28%.  As  developing  markets  like  Mexico  and  Hong 
Kong  dropped  like  stones,  even  Templeton  Emerging 
Markets,  the  best  long-term  performer  in  its  field,  lost  10% 
of  its  net  asset  value. 

But  1994  was  a  bump,  not  a  crash.  Experienced  inves- 
tors have  seen  a  lot  worse.  The  price/earnings  ratio  on  the 
Standard  &  Poor's  500  stock  index  remains  historically 
high  at  17;  the  dividend  vield  is  historicallv  low  at  2.9%. 
The  wise  investor  therefore  will  decide  to  err  a  bit  on  the 
side  of  caution.  In  mutual  funds  this  means  sticking;  with 


Fund 


AARP  Growth-Capital  Growth* 
AARP  Growth-Growth  &  Income* 
ABT  Growth  &  Income  Trust 
ABT  Invest-Emerging  Growth 
ABT  Utility  Income 

Acorn  Fundi 
Adams  Expresst 
Addison  Capital  Shares 
Advantage  Growth  Fund 
Advantage  Special  Fund 

Affiliated  Fund 
AIM  Aggressive  Growth: 
AIM  Balanced  Fund-A  (B) 
AIM  Equity-Charter 
AIM  Equity-Constellation 

AIM  Equity-Weingarten 
AIM  Growth  Fund-A 
AIM  Summit  Fundi 
AIM  Value  Fund-A 
Alger  Fund-Growth 

Alliance  Counterpoint  Fund-A 
Alliance  Fund-A 
Alliance  Global  Small  Cap-A  (G) 
Alliance  Growth  &  Income-A 
Alliance  International  Fund-A  (F) 

Alliance  Quasar  Fund-A 

Alliance  Strategic  Balanced-A  (B) 

Alliance  Technology  Fund-A 

Charles  Allmon  Trustt 

Amcap  Fund 

American  Balanced  Fund  (B) 

American  Capital  Comstock  Fund-A 


Performance  12-month  Annualized 
UP  DOWN  total  expenses 
—markets—      return         per  $100 


C  0 

D  A 

D  C 

A  D 

F  A+ 


A 
D 
D 
D 
A 

C 

A+ 
C 
C 
A+ 


C 

A+ 

F 


-10.0% 

3.1 

-4.0 

-9.3 
-11.7 

-7.4 
-1.2 
-6.7 
-7.7 
^».9 

3.9 
17.2 
-5.4 
-42 

1.3 

-0.3 
-5.0 
-2.8 
3.3 
-1.6 

-1.9 
-2.5 

-4.5 

-42 

5.7 

-7.3 
-5.8 
28.5 
-0.1 
-0.3 
0.3 
-3.6 


$1.05 
0.84 
1.06 
1.31 
1.09 

0.65 
0.36 
1.93 
2.04 
2.34 

0.63 
1.00 
2.07 
1.17 
1.20 

1.10 
1.17 
0.79 
1.09 
2.20 

1.94 
1.01 
2.53 
1.07 
190 

1.55 
1.35 
173 
1.35 
0.72 
C71 
0.96 


those  that  have  good  downmarket  grades  and  low  ex- 
penses. A  hind  with  a  downmarket  grade  of  C  or  below  is 
not  the  place  to  be  in  a  bear  market,  while  one  with 
outlandish  expenses  (over  1.5%  for  domestic  funds,  over 
2%  for  foreign)  has  to  outperform  its  cheaper  peers  just  to 
match  their  returns. 

We  compare  domestic  stock  hinds  against  the  S&P  500; 
our  three  up-and-down  market  cvcles  begin  June  30, 
1983.  Balanced  funds  are  measured  against  a  50-50  blend 
of  the  s&P  and  the  Merrill  Lynch  corporate/government 
bond  index,  with  the  cycles  beginning  Nov.  30, 1980.  The 
benchmark  for  foreign  funds  is  the  Morgan  Stanley  Capital 
International  EAFE  index  of  European  and  Pacific  stocks, 
dating  back  to  Mar.  31,  1984;  global  funds  are  matched 
against  a  50-50  combination  of  the  eafe  and  s&P  indexes. 
A  stock  fund  needs  at  least  S25  million  in  assets  and  a 
performance  record  through  two  up-and-down  market 
cvcles  to  be  listed  here. 


I 


Fund 

Performance 

12-month 

Annualized    | 

UP 

DOWN 

total 

expenses 

■■y 

—markets— 

return 

per  $100 

T: 

American  Capital  Convertible  Secst  (B)  D 

B 

-6.1% 

$0.87 

American  Capital  Emerging  Growth-A 

A 

D 

-7.1 

1.18 

American  Capital  Enterprise  Fund-A 

B 

D 

-0.2 

0.99 

A 

American  Capital  Equity  Income-A  (B) 

B 

B 

-1.9 

1.06 

American  Capital  Growth  &  Income 

C 

B 

-1.5 

1.16 

P" 

American  Capital  Harbor-A  (B) 

C 

D 

-6.3 

i.02     '  His 

American  Capital  Pace-A 

D 

B 

-3.7 

1.02 

u 

American  Growth  Fund 

D 

A 

-4.0 

1.34 

American  Leaders  Fund-A 

C 

A 

0.1 

1.18 

Cm 

American  Mutual  Fund 

D 

A 

0.3 

0.59 

American  National  Growth 

0 

D 

4.4 

1.00 

American  National  Income 

D 

A 

-0.6 

1.17 

.. 

Amway  Mutual  Fund 

C 

C 

-5.9 

1.10 

Analytic  Optioned  Equity* 

F 

A+ 

2.5 

1.07 

API  Trust-Growth 

B 

D 

-2.9 

2.24 

Ariel  Growth  Fundt 

B 

D 

^.2 

1.16 

ASA  Limitedt  (F) 

C 

D 

0.9 

0.52 

II  ■ 

Asia  Pacific  Fundt  (F) 

A 

A 

-20.0 

2.37 

Babson  Enterprise  Fundt 

A 

D 

2.5 

1.09       | 

Babson  Growth  Fund* 

C 

C 

-0.5 

0.86 

Babson  Value  Fund* 

B 

D 

2.5 

1.00      | 

Baird  Blue  Chip 

'D 

A 

4.7 

1.40 

Baird  Capital  Development 

B 

D 

-0.3 

1.40 

Baker,  Fentress  &  Cot 

D 

C 

-5.9 

0.83 

Bancroft  Convertible  Fundt  (B) 

D 

D 

-3.0 

1.18 

Bartlett  Basic  Value* 

D 

A 

0.4 

1.20 

Berger  One  Hundred  Fund 

A 

D 

-6.7 

1.69      J 

Berger  One  Hundred  and  One  Fund 

C 

B 

-9.1 

2.10      I 

Bergstrom  Capitalt 

A 

A+ 

5.5 

0.81      I 

Berwyn  Fund 

A 

D 

3.9 

1.37 

Wm  Blair-Growth* 
Blanchard  Global  Growth  (G) 


6.5 
-7.5 


0.78 
2.61 


All  data  through  Dec..     1994.    *No  load,  no  12b-l  fee.    tClosed-end.    tClosed  to  new  investors.    (B):  Balanced.    (F):  Foreign.    (G):  Global. 
Sources:  Forbes;  Upper*,  a  ytical  Services;  Mornmgstar,  Inc.;  CDA/Wiesenberger. 
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ADVERTISEMENT 


MUTUAL 
P  O  RT  F 


MERICAN  HERITAGE  GROWTH  FUND,  INC. 

1994  TOTAL  RETURN  16.24% 
From  inception  5/25/94  through  12/31/94 

American  Heritage  Growth  Fund,  launched  5/25/94,  is  a 
no-load  fund  seeking  capital  growth  by  primarily  investing 
in  common  stocks  of  medium  and  large  capitalization 
companies  and  by  utilizing  short-term  trading.  Call  us  at 
1-800-828-5050  for  a  FREE  PROSPECTUS.  The 
prospectus  contains  more  complete  information  that 
IcvPMitotoMLiager  should  be  read  carefully  before  you  invest. 

ie  performance  data  represents  past  performance.  The  investment  return  and 
incipal  value  of  an  investment  in  the  Fund  will  fluctuate  so  that  an  investor's 
tares,  when  redeemed,  maybe  worth  more  or  less  than  their  original  cost. 

Call  1-800-828-5050 

AMERICAN  HERITAGE  GROWTH  FUND,  INC.  /?*>  1 

1370  Avenue  of  the  Americas.  New  York  NY  10019    SxS 


^MBBBHB 


High  Current  Yields — No  Risky  Derivatives 


Consider  Benham  Prime  Money  Market  Fund  for  high 
current  yields  without  investing  in  risky  derivatives. 

The  Fund  ranked  #4  of  466  generaftaxable  money  market 
funds  based  on  its  seven-day  current  yield  through 
1 2  / 1 3  /  94  (source:  IBC/Donoghue's  Money  Fund  Report*). 

Call  1-800-331-8331 

□  The  Benham  Group® 

Yields  will  vary  and  do  not  guarantee  future  results.  Had  we  not  waived 
expenses  the  yield  and  ranking  would  nave  been  lower.  No  money  market  fund 
is  guaranteed  try  the  U.S.  government  or  can  assure  a  $1  00  sliare  price.    |^5ppp 


Checkout 

Kemper  Money  Market  Rind. 


Check  it  out  Only  Kemper's  return  consistently  ranked  in  the  top  15%  of  all 
general  money  funds- 17  of  the  19  years  since  our  inception.  Call  today  for  a 
prospectus  containing  more  complete  information  including  management  fees 
and  expenses  Read  it  carefully  before  you  invest  or  send  money 

1-800-537-6001,  Ext.  59  Today  For  Your 


:i""n°i  JmYaxaaa  Money  Market  Fact  Kit 

The  Fund  is  neither  insured  nor  guaranteed  by  the  US  Government  There's  no  assurance  that 
ie  Fund  can  maintain  a  $  1 .00  share  value  Yields  will  fluctuate.  Kemper  Money  Market  Portfolio 
anldng  based  on  annual  total  returns  with  dividends  reinvested  for  calendar  years  1975-1993 
lumber  of  funds  ranged  from  10  to  228  YTD  ranking  as  of  1 1/30/94:  top  10%  of  247  funds, 
ource:  Upper  Analytical  Services,  Inc.  Past  performance  does  not  represent  future  results. 
1995  Kemper  Distributors,  Inc.  233460 


FUNDS 
OLIO 


#7  Performing  Fund  Since 
the  Market  Low  of  1987 

— per  Mutual  Fund  Forecaster* 

The  Kaufmann  Fund 


Five  Yr.  Compounded  Annual  Return" 


Hans  Utsch  and  Lawrence  Auriana 
Portfolio  co-managers. 


More  than  twice  the  average  total 
annual  return  of  all  funds.8 


# 


For  information  call:  1  -800-346-5263 

*  Out  of  637  open-end  equity  funds,  for  the  period  of  12/4/87-6/30/94. 
**  Five  year  period  ending  6/30/94,  per  Upper  Analytical  Services. 

Since  February  1986,  the  date  the  Fund  became  fully  operational  after 
reorganization,  the  Fund's  total  return  was  205. 7%.  The  Fund's  compounded 
annualized  return  to  June  30,  1994  for  the  one  year,  and  2/86-6/94  periods 
are  6.4%,  14.4%  respectively.  Total  returns  for  periods  ending  June  30, 
1994  are  historical  and  include  change  in  share  price,  reinvestment  of 
dividends  and  capital  gains.  There  is  a  0.2%  redemption  fee  and  a  12b-1  fee 
in  excess  of  0.25%.  The  S&P  is  an  unmanaged  index  consisting  of  the 
common  stock  of  500  publicly  traded  U.S.  companies.  For  more  information 
including  charges  and  expenses,  please  read  the  prospectus  carefully  before 
you  invest.  The  performance  cited  represents  past  performance  which  is  not 
indicative  of  future  results;  investment  performance  fluctuates;  fund  shares 
when  redeemed  may  be  worth  more  or  less  than  original  cost. 

THE  KAUFMANN  FUND,  INC. 
140  East  45th  Street,  New  York,  NY  10017  •  Fax  (212)  661-2266      , 


LEXINGTON  GOLDFUND 


The  Fund  seeks  to  provide  capital  appreciation  by  investing  in  a 

careful  mix  of  gold  bullion  and  gold  mining 

shares  throughout  the  world. 

CONSIDER  A  GOLD  INVESTMENT  FOR: 

Capital  Appreciation  Potential  •  International  Portfolio  Diversification 


I* 


Average  Annual  Total  Returns  Ended  6/30/94 

lYear 

5  Year 

Ten  Year 

.91% 

4.02% 

5.44% 

LEXINGTON  FUNDS  DISTRIBUTOR,  INC.,  Distributor 

1-800-526-0057  5 
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IF     YOU     THINK 


MULTIMEDIA 


IS     JUST     A 


CD-ROM      READER 


HOOKED     UP     TO 


YOU 


COMPUTER, 


YOU'RE     ONLY 


GETTING     PART 


OF     THE     PICTURE 


No  one  will  argue  with 
fact  that  a  CD-ROM  read 
a  perlect  introduction  to  ml  it 


«■ 


iS  rX    is  bringing  the  power  <| 
mltimeclia  to  entire  networks  ol 


media.  But  ii  you  want  to 
the  most  out  ol  this  burge 
technology,  you  need  to  lo» 
well  past  your  desktop.    A\l 
that  s  where  i\EC  comes 
^e  provide  you  with  the  t 
nology  you  need  to  access 
multimedia  information  lr 
as  many  people  in  as  many 
as  possible. 

At  the  very  heart  ol  m   mje 
media  networking 
is  a  switching 
technology  pio- 
neered bv  i\TEC 


Ne 


Wlou! 


N 


amelv. 


Asynchronous 


im  i 


In  ter  Mode  (ATM).  Our  keep  multimedia  information  biggest  obstacles  to  networking 

tod  switches  can  process  huge  irom  being  derailed  due  to  any  multimedia — the  bottom  line, 

ts  ol  video,  data,  and  number  ol  unlorcscen  interrup- 

nlormation  simultaneously.  tions. 

oy  allowing  entire  networks  For  those  who  can't  justify 

lull  advantage  ol  multi-  the  expense  ol  a  dedicated  line 
applications. 


Dr.  BonD. 

lor  multimedia,  we've  developed  Ol  course,  there  are  many 


NE 


Dr.  BonD.  other  ways  NEC  helps  you 

network  inlormation  with  people 
and  places  around  the  world 
(not  to  mention  around  the 
ollice).  All  ol  which  let  you 
be£in  to  realize  multimedia  s 
lull  potential.  And  even  ii 
you  re  just  discovering 
multimedia  with  the  help 
ol  a  CD-ROM  reader,  we 
want  to  make  sure  there's  one 
thing  you  never  lose  sight  ol. 
The  big1  picture. 


inge  of 
onous  Optical  Network 

T)  products.  Many  ol 
which  provide  lail-sale 
nkages  for  both  Wide 
cal  Area  Networks. 

staled,  these  products 


f 


This  inge- 
nious device  allows  you  to 
exchange  video,  voice,  and  data 
through  the  public  network, 
and  pav  lor  only  the  bandwidth 
needed.  T  he  bottom  line  is  that 
Dr.  BonD  overcomes  one  ol  the 


SEE,    HEAR 


AND    FEEL    THE 


DIFFERENCE 


STOCK  AND  BALANCED  FUNDS 


Fund 


Performance    12-month     Annualized 
UP    DOWN       total         expenses 
-markets-       return        per  $100 


Fund 


Performance  12-month  Annualized 
UP  DOWN  total  expenses 
—markets—      return        per  $100 


Dreyfus  Third  Century* 

EV  Growth  Fund 

EV  Special  Equities 

EV  Stock  Fund 

EV  Traditional  Investors  (B) 

EV  Traditional  Total  Return 
EBI  Equity  Fund 
Eclipse  Financial  Asset-Equity* 
Enterprise  Group-Growth 
EuroPacific  Growth  Fund  (F) 

Evergreen  Fund* 
Evergreen  Growth  &  Income* 
Evergreen  Limited  Market* 
Evergreen  Total  Return* 
FAM  Value  Fund* 

FBL-Growth  Common  Stock 
Federated  Growth  Trust* 
Federated  Stock  Trust* 
Fidelity  Advisor  Strategic  Oppors-A 
Fidelity  Capital  Appreciation 

Fidelity  Contrafund 
Fidelity  Destiny  Portfolio  li 
Fidelity  Destiny  Portfolio  lit 
Fidelity  Equity-Income 
Fidelity  Europe  Fund  (F) 

Fidelity  Fund* 
Fidelity  Growth  &  Income 
Fidelity  Growth  Company 
Fidelity  Intl  Growth  &  Income*  (F) 
Fidelity  Magellan  Fund 

Fidelity  OTC  Portfolio 
Fidelity  Overseas  Fund  (F) 
Fidelity  Pacific  Basin  (F) 
Fidelity  Puritan  Fund  (B) 
Fidelity  Real  Estate  Investment* 

Fidelity  Retirement  Growth* 
Fidelity  Select-American  Gold  (G) 
Fidelity  Select-Automotive 
Fidelity  Select-Biotechnology 
Fidelity  Select-Chemicals 

Fidelity  Select-Computers 
Fidelity  Select-Energy 
Fidelity  Select-Energy  Service 
Fidelity  Select-Financial  Services 
Fidelity  Select-Food  &  Agriculture 

Fidelity  Select-Health  Care 
Fidelity  Select-Home  Finance 
Fidelity  Select-Industrial  Materials 
Fidelity  Select-Leisure 
Fidelity  Select-Medical  Delivery 

Fidelity  Select-Paper  &  Forest  Prods 
Fidelity  Select-Prec  Metals  &  Mins  (F) 
Fidelity  Select-Retailing 
Fidelity  Select-Software  &  Computer 
Fidelity  Select-Technology 
Fidelity  Select-Telecommunications 

All  data  through  Dec.  31,1994.    *No  load,  no  12b- 1  fee.    tClosed-end.    {Closed  to  new  investors.    (B):  Balanced.    (F):  Foreign.    (G):  Global. 
Sources:  Forbes;  Upper  Analytical  Services;  Morningstar,  Inc.;  CDA/Wiesenberger. 


Blue  Chip  Valuet 

D 

0 

0.0 

$1.28 

Brandywine  Fund* 

A 

D 

0.0 

1.10 

Bull  &  Bear  Gold  Investors  (G) 

D 

C 

-13.8% 

2.57 

Bull  &  Bear  Special  Equities 

D 

0 

-16.5 

2.74 

Burnham  Fund 

D 

A+ 

-1.9 

1.50 

Calv«" .  jocial  Inv-Mngd  Growth-A  (B) 

C 

D 

-4.7 

1.25 

C  -pitai  Income  Builder 

D 

A 

-2.3 

0.72 

Capstone  Growth  Fund 

D 

C 

-7.8 

1.24 

Cardinal  Fund 

D 

B 

-3.1 

0.68 

Castle  Convertible  Fundt  (B) 

C 
A 

A 

-1.6 

1.05 

Central  Securitiest 

C 

7.6 

0.77 

Century  Shares  Trust* 

B 

B 

-3.9 

0.82 

CGM  Capital  Development* 

A+ 

D 

-22.9 

0.85 

CGM  Mutual  Fund*  (B) 

A+ 

D 

-9.7 

0.93 

Clemente  Global  Growth!  (G) 

B 

C 

-5.2 

1.68 

Clipper  Fund* 

C 

A 

-2.4 

1.11 

Colonial  Fund-A  (B) 

A 

D 

-2.1 

1.10 

Colonial  Growth  Shares  Trust-A 

B 

D 

-2.6 

1.19 

Colonial  Natural  Resources-A  (G) 

D 

C 

-0.9 

1.88 

Colonial  Small  Stock-A 

C 

D 

6.3 

1.56 

Colonial  Strategic  Income-A  (B) 

D 

D 

-3.6 

1.19 

Colonial  Utilities  Fund-A  (B) 

F 

B 

-10.7 

1.19 

Columbia  Growth  Fund* 

B 

C 

-0.6 

0.82 

Columbia  Special  Fund* 

A 

F 

2.3 

1.12 

Common  Sense-Growth 

C 

C 

-2.3 

1.14 

Common  Sense-Growth  &  Income 

D 

B 

-3.2 

1.05 

Composite  Bond  &  Stock-A  (B) 

D 

C 

-2.1 

1.06 

Composite  Growth-A 

D 

B 

2.6 

1.10 

Composite  Northwest  50  Fund-A 

B 

D 

-1.4 

1.09 

Connecticut  Mutual-Growth 

B 

C 

-0.6 

1.05 

Copley  Fund* 

F 

A+ 

-7.7 

1.51 

Counsellors  Tandem  Securitiest 

0 

B 

-18.9 

1.27 

Cowen  Income  +  Growth-A 

D 

A 

-6.1 

1.26 

Dean  Witter  American  Value 

B 

C 

-6.7 

1.61 

Dean  Witter  Developing  Growth  Sees 

B 

D 

-4.6 

1.78 

Dean  Witter  Dividend  Growth  Sees 

C 

A 

-3.2 

1.37 

Dean  Witter  Natural  Resource  Devel 

D 

C 

-0.8 

1.91 

Dean  Witter  World  Wide  Invest  (G) 

C 

C 

-7.1 

2.40 

Delaware  Group  Decatur  Income 

C 

B 

-0.8 

0.71 

Delaware  Group  Decatur  Total  Return 

D 

B 

-0.5 

1.22 

Delaware  Group  Delcap  Fund  1 

B 

D 

-5.3 

1.30 

Delaware  Group  Trend 

A+ 

F 

-10.0 

1.37 

Delaware  Group  Value 

B 

C 

-7.0 

1.64 

Dodge  &  Cox  Balanced  Fund*  (B) 

A 

C 

2.1 

0.60 

Dodge  &  Cox  Stock  Fund* 

B 

B 

5.3 

0.62 

Dreyfus  Appreciation  Fund 

C 

B 

3.6 

1.07 

Dreyfus  Capital  Growth 

C 

A 

-7.0 

1.06 

Dreyfus  Capital  Value-A 

F 

A 

-3.9 

1.68 

Dreyfus  Fund* 

D 

A 

-4.2 

0.74 

Dreyfus  Global  Growth  (G) 

C 

A 

-7.5 

1.37 

Dreyfus  Growth  Opportunity* 

D 

C 

-6.3 

109 

Dreyfus/Laurel  Core  Value-lnv 

C 

B 

0.4 

1.15 

Dreyfus/Laurel  Special  Growth-lnv 

C 

C 

-18.3 

1.73 

Dreyfus  New  Leaders 

B 

D 

-0.1 

1.22 

Dreyfus  Strategic  Growth 

D 

A 

3.1 

1.62 

Dreyfus  Strategic  Investing-A 

F 

A 

-11.4 

1.74 

D 

B 

-7.5% 

$1.17 

D 

C 

-4.4 

0.95 

D 

D 

-9.6 

1.01 

D 

A 

-4.2 

0.96 

C 

C 

-1.8 

0.90 

D 

A+ 

-12.3 

1.31 

C 

B 

2.7 

2.25 

C 

A 

-4.7 

1.12 

C 

C 

-1.0 

1.60 

C 

A 

1.1 

0.99 

C 

C 

0.7 

1.12 

B 

B 

1.7 

1.26 

B 

B 

-10.5 

1.26 

D 

A 

-6.4 

1.18 

B 

C 

6.8 

1.39 

D 

B 

-4.8 

1.60 

C 

C 

-11.9 

0.96 

C 

A 

-0.4 

0.97 

C 

A 

-7.1 

1.57 

B 

C 

2.5 

0.86 

A 

D 

-1.1 

1.06 

A 

C 

4.4 

0.70 

A 

D 

4.5 

0.80 

B 

B 

0.4 

0.66 

C 

B 

6.3 

1.25 

C 

B 

2.6 

0.65 

B 

B 

2.3 

0.82 

A 

D 

-2.2 

1.07 

D 

B 

-2.9 

1.52 

A 

C 

-1.8 

0.99 

B 

C 

-2.7 

0.88 

C 

c 

1.3 

1.27 

C 

D 

-2.8 

1.59 

A+ 

B 

1.8 

0.79 

C 

A 

2.1 

1.13 

A 

C 

0.0 

1.05 

C 

A 

-15.5 

1.49 

A 

D 

-12.7 

1.68 

B 

A 

-18.2 

1.61 

B 

C 

14.7 

1.93 

A 

D 

20.5 

1.89 

F 

A 

0.4 

1.66 

F 

D 

0.4 

1.65 

A+ 

D 

-3.6 

1.63 

B 

A 

6.1 

1.64 

A 

C 

21.4 

1.55 

A 

D 

2.6 

1.58 

B 

D 

8.2 

2.08 

A 

D 

-6.8 

1.53 

A 

B 

19.8 

1.79 

B 

D 

14.1 

2.07 

D 

D 

-1.1 

1.55 

A 

F 

-5.0 

1.83 

A 

D 

0.3 

1.57 

A 

F 

11.0 

1.54 

A 

B 

4.3 

1.53 

140 


Forbes  ■  February  13,  199 


The  Citation  VII  cruises  at  548  mph.  Faster 
lan  any  other  midsize  business  jet. 

It's  certified  for  altitudes  up  to  51,000  feet  - 
ver  a  mile  above  most  others  in  its  category, 
rid  it  climbs  direct  to  43,000  feet,  above  most 
nfavorable  weather. 

It's  covered  by  a  more  comprehensive  war- 
inty  than  any  of  its  competitors. 

It  comes  equipped  with  the  most  advanced 
ight  deck  technology  available. 

Its  luggage  compartments  hold  more  bags. 

And  no  other  midsize  jet  offers  a  quieter, 


more  elegant  cabin  with  more  standup  height. 

If  you're  looking  for  something  slower, 
smaller,  or  less  versatile,  there  are  plenty  of 
choices.  But  if  you  want  the  finest  midsize  jet 
in  the  world,  there  can  be  only  one  choice. 

The  magnificent  Citation  VII. 

For  more  information,  call  Gary  W.  Hay, 
Senior  Vice  President  of  Marketing,  at 
1-800-4-CESSNA. 


%i 


Citation   VII      cJSiS 


A  Textron  Company 


STOCK  AND  BALANCED  FUNDS 


Fund 

Performance 

12 -month 

Annualized 

UP 

DOWN 

total 

expenses 

-markets- 

return 

per  $100 

Fidelity  Select-Utilities 

D 

A+ 

-7.5% 

$1.35 

Fidelity  Trend  Fund* 

B 

D 

-6.7 

0.92 

Fidelity  Value  Fund* 

B 

D 

7.6 

1.11 

Fiduciary  Capital  Growth* 

B 

D 

0.4 

1.20 

First  Austra'ia  Fundt  (F) 

B 

C 

2.4 

1.87 

First  Eagle  Fund  of  America 

B 

B 

-2.6 

2.90 

First  Financial  Fundt 

A 

D 

8.9 

1.36 

First  Investors  Global  Fund  (G) 

C 

0 

-3.8 

1.87 

First  Union-Value-B 

D 

B 

2.0 

0.99 

Flag  Investors  Telephone  Income-A 

C 

A 

-6.3 

0.92 

Fortis  Capital  Fund 

B 

C 

2.5 

1.21 

Fortis  Fiduciary  Fund 

B 

D 

3.4 

1.45 

Fortis  Growth  Fund 

A 

D 

-8.2 

1.09 

Fortress  Utility  Fund 

D 

A 

-7.9 

1.11 

Founders  Balanced  Fund  (B) 

C 

A 

-1.9 

1.34 

Founders  Blue  Chip 

C 

B 

0.5 

1.22 

Founders  Growth  Fund 

B 

D 

-3.3 

1.32 

Founders  Special  Fund 

A 

D 

-4.9 

1.33 

FPA  Capital  Fund 

A+ 

D 

10.0 

1.03 

FPA  Paramount  Fundt 

B 

A 

8.7 

0.90 

FPA  Perennial  Fund 

D 

A 

-0.1 

1.02 

Franklin  DynaTech  Fund 

D 

C 

5.2 

0.81 

Franklin  Equity  Fund 

C 

C 

-1.3 

0.79 

Franklin  Gold  Fund  (F) 

D 

D 

-4.7 

0.81 

Franklin  Growth  Fund 

D 

B 

2.9 

0.64 

Franklin  Income  Fund  (B) 

C 

B 

-6.3 

0.54 

Franklin  Rising  Dividends 

D 

A 

-5.1 

1.43 

Franklin  Utilities  Fund 

F 

A+ 

-11.6 

0.55 

Fundamental  Investors  Fund 

B 

B 

1.3 

0.65 

Gabelli  Asset  Fund 

C 

A 

-0.2 

1.31  n 

Gabelli  Equity  Trustt 

C 

B 

0.6 

1.20 

GAM  International  Fund  (F) 

B 

A 

-10.0 

1.99 

GAM  Pacific  Basin  (F) 

A 

B 

7.1 

1.93 

Gateway  Index  Plus* 

D 

A 

5.6 

1.11 

General  American  Investorst 

B 

C 

-3.9 

1.16 

General  Securities 

D 

A 

5.4 

1.31 

Germany  Fundt  (F) 

C 

C 

6.4 

1.36 

Gintel  Erisa  Fund* 

F 

A 

-21.3 

2.20 

Gintel  Fund* 

D 

B 

-16.5 

2.20 

GIT  Equity  Trust-Special  Growth* 

C 

C 

-4.1 
0.3 

1.45 
1.22 

Gradison-McDonald  Estab  Value 

C 

B 

Gradison-McDonald  Oppor  Value 

B 

C 

-2.2 

1.38 

Greenspring  Fund* 

D 

A 

2.9 

1.31 

Growth  Fund  of  America 

B 

C 

0.0 

0.78 

Growth  Fund  of  Washington 

D 

C 

-9.3 

1.55 

GT  Europe  Growth-A  (F) 

C 

D 

-5.8 

1.90 

GT  Global  New  Pacific  Grow,.  A(F) 

B 

B 

-19.7 

1.90 

GT  International  Growth-A  (F) 

C 

C 

-7.8 

1.80 

GT  Japan  Growth-A  (F) 

A 

F 

6.6 

2.10 

GT  Worldwide  Growth-A  (G) 

B 

C 

-6.7 

1.90 

Guardian  Park  Avenue 

A 

B 

-1.4 

0.81 

Hancock  Capital  Growth-A 

D 

D 

-11.3 

1.46 

Hancock  Freedom  Global-A  (G) 

B 

F 

-4.9 

2.12 

Hancock  Freedom  Global  Tech-A 

B 

0 

9.6 

2.10 

Hancock  Freedom  Natl  Aviation  &  Tech  D 

0 

-14.2 

1.49 

Hancock  Freedom  Regional  Bank-A 

A 

C 

0.5 

1.35 

Fund 


Hancock  Growth  &  Inc-A  (B) 
Hancock  Growth  Fund-A 
Hancock  Sovereign  Achievers-A 
Hancock  Sovereign  Investors-A 
Hancock  Special  Equities-At 

H&Q  Healthcare  Investorst 
Harbor  Growth  Fund* 
Heartland  Group-Value 
Heritage  Capital  Appreciation 
Hotchkis  &  Wiley-Equity  Income* 

Wayne  Hummer  Growth  Fund* 
IAA  Trust  Growth 
IAI  Growth  &  Income 
IAI  International  Fund  (F) 
IAI  Regional  Fund 

IAI  Value  Fund 
IDEX  Fund 
IDEX  II  Growth-A 
IDEX  Fund  3t 
IDS  Discovery  Fund 

IDS  Equity  Plus 
IDS  Growth  Fund 
IDS  International  Fund  (F) 
IDS  Managed  Retirement 
IDS  Mutual  Fund  (B) 

IDS  New  Dimensions 

IDS  Precious  Metals  (F) 

IDS  Progressive  Fund 

IDS  Stock  Fund 

IDS  Strategy-Aggressive  Equity 

IDS  Strategy-Equity 
IDS  Strategy-Worldwide  Growth  (F) 
Income  Fund  of  America  (B) 
International  Equity  Fund-A  (F) 
Invesco  Dynamics  Fund 

Invesco  Growth  Fund 
Invesco  Industrial  Income 
Invesco  Intl-European*  (F) 
Invesco  Intl— Pacific  Basin*  (F) 
Invesco  Strategic-Energy* 


Performance    12-month    Annualized 
UP    DOWN        total  expenses 

-markets-       return        per  $100 


Invesco  Strategic-Financial  Services* 
Invesco  Strategic-Gold*  (G) 
Invesco  Strategic-Health  Sciences* 
Invesco  Strategic-Leisure* 
Invesco  Strategic-Technology* 

Invesco  Strategic-Utilities* 
Investment  Co  of  America 
Investors  Research  Fund 
Italy  Fundt  (F) 
Ivy  Growth  Fund 

Ivy  Growth  with  Income 
Ivy  International  Fund-A  (F) 
Janus  Fund* 
Janus  Twenty  Fundt 
Janus  Venture  Fundt 
Japan  Fund*  (F) 


D  C 

C  B 

C  B 

C  B 

C  D 


D 
A 
F 

A 

F 

A 

A+ 

A+ 

■D 
C 
F 
D 
D 


C 

A+ 
C 
D 

D 

A 


-8.5% 
-7.5 
-5.5 
-1.9 
2.0 

-13.2 

-11.4 

1.7 

-2.4 

-3.5 

-0.9 

0.3 
-4.1 

0.4 

0.7 

-9.1 
-7.6 
-8.3 
-7.7 
-7.8 

-8.0 
2.9 
-2.2 
-4.6 
-3.0 

-3.0 
-9.6 
1.4 
-2.9 
-6.9 

-3.3 
-2.7 
-2.5 
0.5 
-1.9 

-8.8 
-3.9 
-3.0 
4.7 
-7.3 

-5.9 
-27.9 

0.9 
-5.0 

5.3 

-9.9 

0.2 
-4.0 

2.9 
-3.0 

-1.9 

3.9 
-1.1 
-6.7 

5.5 
10.0 


$1.31 
1.56 
1.60 
1.10 
1.84 

1.84 
0.90 
1.51 
1.55 
1.00 

1.07 
1.24 
1.25 
1.74 
1.25 

1.25 
1.28 
1.61 
1.24 
0.97 

0.77 
0.83 
1.47 
0.83 
0.79 

0.92 
1.51 
1.09 
0.73 
1.71 

1.56 
2.45 
0.63 
1.60 
1.17 

1.03 
0.92 
1.28 
1.22 
1.18 

1.03 
1.03 
1.16 
1.14 
1.13 

1.06 
0.59 
1.47 
1.69 
1.33 

2.14 
1.61 
0.92 
1.05 
0.97 
1.25 


All  data  through  Dec.  31, 1994.    *No  load,  no  12b-l  fee.    tClosed-end.    tClosed  to  new  investors. 
Sources:  Forbes;  Upper  Analytical  Services;  Morningstar,  Inc.;  CDA/Wiesenberger. 


(BY.  Balanced.    (F):  Foreign.    (G):  Global. 
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"The  mantra  for  the  long-term  in 
should  be:  stocks,  stocks,  stocks." 


-Kiplinger's  Personal  Finance  Magazine 


An  IRA  is  a  long-term  retirement  investment. 

If  you  avoid  the  stock  market  because  of  its  current 
volatility,  you  are  making  a  short-term  decision. 

Month  to  month,  stocks  go  up  and  down.  Generally, 
over  the  long  term,  they  produce  positive  returns.  If 
you  plan  to  retire  10,  20,  or  30  years  from  now,  it 
makes  unquestionable  financial  sense  to  invest  your  IRA 
dollars  in  a  Janus  Fund.  (Ten  funds  to  choose  from,  each 
with  a  different  investment  goal.) 

Another  example  of  short-term  thinking?  Scrambling  in 
April  to  find  $2,000. 

If  you  plan  to  contribute  each  year,  why  not  start 
a  monthly  investment  program  that  adds  up  to  $2,000? 
(Or  however  much  you  want  to  invest.)  At  Janus,  you  can 
open  an  IRA  with  just  $50  a  month.  The  money  is  automat- 
ically transferred  from  your  bank  account  or  paycheck  to 
your  Janus  IRA.  That  kind  of  long-term  thinking  makes 
investing  simple. 

For  information,  call  l'Z.~   '^^^j^^^^^-^^^^ 
for  a  free  Janus  IRA  Kit.  It  includes  fund  descriptions, 
an  application,  and  a  prospectus. 

Invest  for  the  long  term.  Invest  with  Janus. 


Janus  Funds  are  no-load  mutual  funds.  A 
plan  of  regular  investing  does  not  assure 
a  pro/it  or  protect  against  depreciation 
in  a  declining  market.  Funds  distributed 
by  Janus  Distributors,  Inc.  Member  NASD. 


Call  for  a  prospectus  containing  more  complete 
information,  including  expenses.  Please  read  it 
carefully  before  you  invest  or  send  money. 


STOCK  AND  BALANCED  FUNDS 


\k 


Fund 

Marformance 

12-month 

Annualized 

UP 

DOWN 

total 

expenses 

-markets- 

return 

per  $100 

Jefferson-Pilot  Capital  Appreciation 

D 

B 

-4.7% 

$0.84 

Kaufmann  Fund 

A 

F 

9.0 

2.53 

Kemper  Growth  Fund-A 

C 

C 

-5.9 

1.00 

Kemper  International  Fund-A  if) 

C 

B 

-4.0 

1.69 

Kemper  Siriail  Cap  Equ.ty-A 

B 

D 

-3.3 

1.03 

Kempei  Technology  Fund-A 

B 

C 

11.4 

0.81 

Kemper  Total  Return-A  (B) 

B 

D 

-9.2 

1 02 

Keystone  America  Hartwell  Emerg-A 

A 

F 

-1.0 

1.60 

Keystone  America  Omega-A 

B 

C 

-5.7 

1.51 

Keystone  America  Total  Return-A 

D 

A 

-4.0 

1.85 

Keystone  Custodian  K-l  (B) 

D 

C 

-4.7 

1.71 

Keystone  Custodian  K-2 

C 

D 

-3.0 

1.83 

Keystone  Custodian  S-l 

D 

B 

-5.9 

2.07 

Keystone  Custodian  S-3 

C 

D 

-4.7 

1.35 

Keystone  Custodian  S-4 

A 

F 

0.1 

1.73 

Keystone  International  Fund  (F) 

F 

C 

-6.2 

2.94 

Keystone  Precious  Metals  (F) 

D 

C 

-13.3 

2.34 

Kidder,  Peabody  Equity  Income-A 

0 

A 

-4.6 

1.35 

Korea  Fundt  (F) 

A 

D 

25.0 

1.52 

Landmark  Equity  Fund 

D 

D 

-0.4 

1.07 

Legg  Mason  Special  Investment 

B 

C 

-13.1 

1.94 

Legg  Mason  Total  Return 

C 

C 

-7.2 

1.94 

Legg  Mason  Value  Trust 

C 

B 

1.4 

1.82 

Lexington  Corp  Leaders* 

C 

A 

-0.8 

0.57 

Lexington  Global  Fund*  (G) 

B 

C 

1.8 

1.49 

Lexington  Goldfund  (G) 

D 

B 

-7.3 

1.63 

Lexington  Growth  &  Income 

D 

C 

-3.1 

1.29 

Lexington  Strategic  Investments  (F) 

A+ 

F 

11.3 

1.76 

Lexington  Strategic  Silver  (G) 

D 

A 

-8.4 

1.84 

Lexington  Worldwide  Emerg  Mkts*  (F) 

D 

A 

-13.8 

1.64    , 

Liberty  All-Star  Equityt 

C 

C 

-1.4 

1.08 

Liberty  Utility  Fund-A 

F 

A 

-7.8 

1.12 

Lindner  Dividend  Fund* 

D 

A 

-3.3 

0.64 

Lindner  Fund* 

D 

A 

-0.7 

0.65 

Longleaf  Partners  Fund* 

A 

C 

9.0 

1.26 

Lord  Abbett  Developing  Growth 

C 

F 

6.2 

1.34 

Lord  Abbett  Fundamental  Value 

D 

A 

-0.9 

1.28 

Lord  Abbett  Value  Appreciation 

C 

C 

-3.3 

1.22 

Lutheran  Brotherhood  Fund 

D 

A 

-3.4 

1.01 

Mackenzie  American  Fund-A 
MainStay-Capital  Appreciation 

D 
B 

B 
C 

-3.9 

1.80 
1.80 

-1.5 

MainStay-Global  Fund  (G) 

C 

B 

-6.3 

2.40 

MainStay-Value  Fund 

B 

B 

-0.2 

1.90 

Mairs  &  Power  Growth  Fund' 

A 

C 

5.7 

0.98 

Malaysia  Fundt  (F) 

Managers  Capital  Appreciation* 

A 

A 

-25.0 
-1.5 

1.60 
1.18 

B 

B 

Managers  Income  Equity* 

C 

C 

1.0 

1.32 

Managers  Special  Equity' 

A 

D 

-2.0 

1.26 

MAS-Equity  Fund* 

C 

B 

0.5 

0.59 

lAS-Small  Capitalization  Value' 

A 

D 

2.2 

0.88 

S-Value  Fund* 

B 

C 

3.5 

0.59 

s  Investors  Growth  Stock-A 

B 

D 

-6.7 

0.71 

ivi'i  Investors  Trust-A 

C 

B 

-1.0 

0.68 

W1*'  \  s  Fund* 

F 

A 

-5.9 

0.89 

Me.       "irowth  Fund 

B 

D 

-4.5 

2.02 

The  i        >r  Fund 

D 

A 

7.1 

2.19 

A+ 

A 

D 

D 
A 
D 
A 
D 


All  data  i 
Sources:  h 
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Fund 


Meridian  Fund* 

Merrill  Lynch  Basic  Value-A 

Merrill  Lynch  Capital-A 

Merrill  Lynch  EuroFund-A  (F) 

Merrill  Lynch  Fund  for  Tomorrow-A 

Merrill  Lynch  Global  Holdings-A  (G) 
Merrill  Lynch  Global  Resources-A 
Merrill  Lynch  Growth  Inv  &  Retire-A 
Merrill  Lynch  Healthcare  Fund-A  (G) 
Merrill  Lynch  Pacific  Fund-A  (F) 

Merrill  Lynch  Phoenix-A  (B) 
Merrill  Lynch  Special  Value-A 
Merrill  Lynch  Technology-A  (G) 
MetLife-State  Street  Cap  Apprec-A 
MetLife-State  Street  Equity  Inc-A 

MetLife  State  Street  Equity  Inv-A 
Mexico  Fundt  (F) 
MFS  Capital  Growth-A 
MFS  Emerging  Growth-At 
MFS  Growth  Opportunities-A 

MFS  Managed  Sectors-A 
MFS  Research  Fund-A 
MFS  Total  Return-A  (B) 
MFS  Value  Fund-A 
MFS  World  Equity-A  (G) 

MIM  Stock  Appreciation 
Mimlic  Investors  Fund  I 
Monetta  Fundt 
Morgan  Grenfell  SmallCapt 
Morgan  Keegan  Southern  Capital 

MSB  Fund* 
Mutual  Benefit  Fund 
Mutual  Series  Fund-Beacon* 
Mutual  Series  Fund-Mutual  Shares* 
Mutual  Series  Fund-Qualified* 

National  Industries  Fund* 
Nationwide  Fund 
Nationwide  Growth  Fund 
N  &  B  Guardian  Fund* 
N  &  B  Manhattan  Fund* 

N  &  B  Partners  Fund* 
N  &  B  Selected  Sectors* 
New  Alternatives  Fund 
New  Economy  Fund 
New  England  Growth  Fundt 

New  England  Growth  Oppors-A 
New  England  Value  Fund-A 
New  Perspective  Fund  (G) 
New  York  Venture  Fund-A 
Nicholas-Applegate  Growth  Equity-A 

Nicholas  Fund* 

Nicholas  II* 

Nicholas  Limited  Editiont 

Nomura  Pacific  Basin*  (F) 

North  American  Growth  Fund-A 

Northeast  Investors  Growth  Fund* 

h  Dec.  31, 1994.    *No  load,  no  12b- 1  fee.    tClosed-end.    tClosed  to  new  investors.    (B):  Balanced.    (F):  Foreign.    (G):  Global. 
Upper  Analytical  Services;  Mormngstar,  Inc.;  CDA/Wiesenberger. 


Performance 

12 -month 

Annualized 

UP    DOWN 

total 

expenses 

-markets- 

return 

per  $100 

A         0 

0.6% 

$1.22 

B         B 

2.0 

0.53 

C         A 

0.9 

0.53 

C         B 

4.3 

1.04 

D         B 

-7.5 

0.88 

c 

D 
B 

C 

A+ 

C 

F 

D 

D 
C 
C 
D 


-3.3 
1.2 
1.8 

-4.3 
2.9 

-6.5 
3.8 
26.6 
-2.5 
4.9 

-4.9 

43.4 

0.5 

4.8 

-4.2 

-2.9 
0.0 
-2.6 
-2.5 
-2.7 


1.43 
0.92 
0.90 
1.55 
0.90 

1.22 
1.17 
1.35 
1.50 
1.50 

1.50 
1.08 
2.15 
1.19 
0.84 

1.52 
0.91 
0.85 
1.42 
2.09 


B 

C 

-10.4 

2.47 

D 

B 

0.7 

1.31 

B 

C 

-6.2 

1.38 

B 

F 

-3.3 

1.39 

D 

D 

-4.2 

2.00 

C 

C 

-1.7 

1.12 

B 

B 

2.8 

1.04 

B 

B 

5.6 

0.73 

B 

A+ 

4.5 

0.74 

B 

A+ 

5.7 

0.78 

D 

B 

-0.3 

1.60 

C 

B 

0.6 

0.62 

C 

B 

1.5 

0.68 

A 

C 

0.6 

0.80 

B 

C 

-3.6 

0.96 

C 

A 

-1.9 

0.81 

B 

B 

0.9 

0.85 

F 

C 

-3.7 

1.11 

A 

C 

-8.1 

0.85 

C 

C 

-7.1 

1.18 

t 

C 

1.0 

1.21 

B 

C 

-1.4 

1.34 

B 

A 

3.0 

0.84 

A 

B 

-1.9 

0.87 

A 

D 

-9.5 

1.42 

C 

B 

-3.0 

0.78 

B 

C 

1.0 

0.67 

B 

B 

-3.0 

0.88 

B 

D 

4.5 

1.39 

C 

D 

-2.2 

1.99 

C 

B 

-0.1 

1.45 
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A  positive 

a++itude 


It  does  seem  as  if  India,  the  nation,  has  caught  up  with  Essar,  the 
corporation.  Our  belief  in  a  positive  attitude  is  today  the  preserve  of 
an  entire  country.  With  good  reason,  too. 

India's  recent  economic  surges  have  catapulted  it  into  the  top  5 
investment  markets.  Stoking  this  interest  further  is  its  base  of  potential 
consumers,  over  200  million  strong.  India's  commitment  to  a  market- 
driven  economy  indicates  a  spurt  of  30%  in  corporate  returns. 

At  Essar,  a  S2  billion-asset  company  with  quality  professional 
management,  we  see  ourselves  as  major  contributors  to,  and 
beneficiaries  of,  this  ideal  scenario.  We've  already  achieved  business 
leadership  in  steel,  shipping,  oil  &  gas,  power,  finance.  And  a  position 
among  the  world's  largest  groups.  As  we  explore  further,  our  clients 
and  affiliates  are  discovering  that  in  India,  we  test  positive. 


STEEL«SHlPPING«OILAGAS«POWER«FINANCE«TURNKEYPROJECTS»TRADING  I  N  D 


Fax  business  enquiries  to  Bombay  91-22-493-2695,  London  44-71-839-3542,  New  York  1-212-758-5860,  Hong  Kong  852-526-5220. 


Equitable  is  The  Equitable  Com|  i  i  ited  Life  insurance  and  annuity  contracts,  including  variable  annuities  and  variable  life  insurance,  are  issued  by  The  Equitable  Life  Assurance  Society  of  the  United  States  or  Equitable  Var  J£ 


^Kmi  couldn't  call  it  a  nightmare,  let  die  thought  of  not  being  independent  still  nags  at  us  all. 
Companies  downsize.  Pensions  melt  away,  oocial  security  —  who  knows; 

So  how  does  true  independence  begin:   With  Equitable  and  an  array  of  mutual  funds, 
variable  annuities  and  lile  insurance  —  ideas  that  help  you  plan  the  future  —  some  that  even  help 
deter  taxes.  And  none  ol  which  depend  on  your  company.  Or  on  social  security. 

To  lind  out  more  about  these  products,  including  charges  and  expenses,  ask  your  agent  lor 
a  prospectus.  Be  sure  to  read  it  carelully  belore  you  invest  or  pay  money. 

And  do  it  soon.  Because  some  things  you  just  have  to  do  lor  yourself.  For  tomorrow. 


I  Company,  New  York,  NY,  which  are  subsidiaries  of  Equitable.  Mutual  funds,  variable  annuities  and  variable  life  insurance  are  distributed  through  Equico  Securities,  Inc.  (Equico),  New  York,  NY,  and  are  offered  by  prospectus  only.  GE-94-190 
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|  EQUITABLE 


w  e  r    over    tomorrow 


STOCK  AND  BALANCED  FUNDS 


All  data  through  Dec.  31,  1994.    *No  load,  no  12b- 1  fee.    tClosed-end.    tClosed  to  new  investors.    (B):  Balanced.    (F):  Foreign.    (G):  Global. 
Sources:  Forbes;  Upper  Analytical  Services;  Mormngstar,  Inc.;  CDAA/Viesenberger. 
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A 

Fund 

Performance 

12 -month 

Annualized 

Fund 

Performance 

12-month 

Annualized 

UP 

DOWN 

total 

expenses 

UP 

DOWN 

total 

expenses 

-markets- 

return 

per  $100 

$1.80 

-markets- 

return 

per  $100 

Oberweis  Emerging  Growth 

A 

F 

-3.5% 

Princor  Capital  Accumulation 

C 

B 

0.2% 

$0.82 

Oppenheimer  Discovery  Fund-A 

A 

C 

-11.2 

1.27 

Princor  Growth  Fund 

A 

D 

3.2 

1.26 

Oppenheirrei  Lquity  Income-A  (B) 

B 

C 

-2.7 

0.90 

Prudential  Equity  Fund-A 

B 

B 

2.4 

0.91 

Oppenheim  •;  Fund-A 

C 

0 

0.3 

1.15 

Prudential  Equity  Income-A 

C 

B 

0.1 

1.07 

Oppenher-.er  Global  Fund-A  (G) 

A 

B 

-3.1 

1.15 

Prudential  Global  Fund-A  (G) 

B 

D 

-4.8 

1.56 

Oppenheimer  Gold  &  Special  Mins  (G) 

D 

C 

-6.0 

1.31 

Prudential  Growth  Opportunity-A 

B 

D 

-3.2 

1.17 

Cppenheimer  Special  Fund-A 

C 

C 

2.4 

1.07 

Prudential  Strategist  Fund-A 

D 

C 

-6.3 

1.37 

Oppenheimer  Target  Fund-A 

D 

D 

0.5 

1.07 

Prudential  Utility  Fund-A 

D 

A+ 

-7.8 

0.80 

Oppenheimer  Time  Fund 

D 

C 

-12.8 

0.94 

Putnam  Convertible  Inc-Growth-A  (B) 

A 

C 

-19 

0.96 

Oppenheimer  Total  Return-A 

B 

C 

-7.8 

0.96 

Putnam  Equity  Income-A 

D 

B 

1.3 

1.16 

Pacific  Horizon-Aggressive  Growth 

A 

c 

-11.5 

1.52 

Putnam  Fund  for  Growth  &  Inc-A 

C 

A 

-0.2 

0.93 

PaineWebber  Atlas  Global  Growth-A  (G)  B 

c 

-12.8 

1.48 

George  Putnam  Fund  of  Boston-A  (B) 

B 

C 

-0.4 

0.95 

PaineWebber  Blue  Chip  Growth-A 

D 

c 

-4.5 

1.32 

Putnam  Global  Growth-A  (G) 

A 

c 

-0.9 

1.39 

PaineWebber  Dividend  Growth-A 

F 

A 

-5.8 

1.13 

Putnam  Health  Sciences-A 

B 

c 

15.2 

1.13 

PaineWebber  Growth  Fund-A 
PaineWebber  Regional  Finl  Growth-A 

B 
A 

c 

-10.9 

1.22 

Putnam  Investors  Fund-A 

C 

c 

-3.2 

0.99 

c 

-0.8 

1.44 

Putnam  Managed  Income-A 

D 

B 

-1.2 

1.02 

Parnassus  Fund 

A 

F 

12.0 

1.26 

Putnam  Natural  Resources-A 

F 

B 

-2.8 

1.18 

Pasadena  Growth  Fund-A 

B 

D 

-3.8 

1.60 

Putnam  New  Opportunities-A 

A+ 

D 

3.4 

1.23 

Pax  World  Fund  (B) 

C 

C 

2.6 

0.94 

Putnam  OTC  Emerging  Growth-A 

A+ 

0 

2.2 

1.16 

PBHG  Growth  Fund* 

A 

D 

4.8 

1.55 

Putnam  Vista  Fund-A 

B 

D 

-3.8 

1.09 

Penn  Square  Mutual 

C 

B 

0.2 

0.97 

Putnam  Voyager  Fund-A 

A 

D 

0.4 

1.10 

Pennsylvania  Mutual  Fund 

C 

B 

-0.7 

0.98 

Quantitative  Growth  &  lncome-0 

C 

B 

-0.7 

1.72 

Permanent  Portfolios-Permanent*  (B) 

D 

C 

-2.9 

1.21 

Quest  for  Value  Fund-A 

C 

B 

0.9 

1.75 

Petroleum  &  Resources  Corpt 

F 

A 

-2.6 

0.57 

Reich  &  Tang  Equity 

C 

B 

1.7 

1.15 

Philadelphia  Fund 

D 

B 

-8.6 

1.60 

Republic-Aggressive  Growth 
Republic-Growth 

C 

C 

-1.5 

1.52 

Phoenix  Balanced  Fund-A  (B) 

C 

C 

-4.5 

0.95 

D 

B 

-0.7 

1.70 

Phoenix  Convertible  Fund-A  (B) 

D 

B 

-3.8 

1.15 

Rightime  Blue  Chip 

F 

A 

2.2 

2.16 

Phoenix  Equity  Opportunities-A 

C 

B 

-5.1 

1.26 

Rightime  Fund 

F 

A 

0.8 

2.52 

Phoenix  Growth  Fund-A 

D 

A 

-1.6 

1.18 

Rodney  Square  Multi-Manager-Growth  B 

C 

-0.2 

1.42 

Phoenix  Income  &  Growth-A  (B) 

B 

B 

-6.2 

1.23 

Royce  Fund-Value 

C 

B 

-1.6 

1.84 

Phoenix  Total  Return-A  (B) 

C 

D 

-2.3 

1.29 

Royce  Value  Trustt 

B 

C 

-0.3 

1.33 

Phoenix  US  Stock-A 

C 

B 

-3.9 

1.17 

RPF  of  America-Growth  Fund 

C 

C 

-8.3 

2.39 

Pilgrim  MagnaCap  Fund 

C 

B 

4.1 

1.53 

Safeco  Equity  Fund* 

A 

C 

9.9 

0.94 

Pilgrim  Regional  Banksharest 

B 

C 

-2.6 

0.91 

Safeco  Growth  Fund* 

A 

D 

-1.6 

0.91 

Pilot  Kleinwort  Benson  Intl  Equity  (F) 

C 

C 

-0.3 

1.37 

Safeco  Income  Fund* 

D 

A 

-1.1 

0.90 

Pimco  Advisors-Growth-A 

B 

B 

0.0 

1.10 

Salomon  Brothers  Capital  Fund* 

D 

C 

-14.3 

1.31 

Pimco  Advisors-lnternational-A  (G) 

C 

D 

-7.4 

1.40 

Salomon  Brothers  Fundi 

D 

C 

-2.8 

0.41 

Pimco  Advisors-Opportunity-At 

A+ 

C 

-4.0 

1.20 

Salomon  Brothers  Investors  Fund* 

C 

c 

-1.3 

0.68 

Pioneer  Fund 

C 

C 

-0.5 

0.95 

Salomon  Brothers  Opportunity  Fund* 

B 

B 

0.8 

1.22 

Pioneer  Growth  Shares 

A 
C 

D 

-2.6 

1.20 

SBSF  Fund 

D 

A 

-5.6 

1.15 

Pioneer  II 

C 

-1.7 

0.90 

Schroder  Capital-lntl  Equity  (F) 

B 

C 

-0.3 

0.91 

Pioneer  Income  (B) 

D 

A 

-4.3 

1.06 

Scudder  Capital  Growth* 

B 

0 

-9.9 

0.96 

Pioneer  Three 

B 

C 

-5.6 

0.86 

Scudder  Development  Fund* 

B 

D 

-5.3 

1.27 

Piper  Funds-Equity  Strategy 

C 

C 

-2.5 

1.32 

Scudder  Global  Fund*  (G) 

A 

C 

-4.2 

1.45 

Piper  Funds-Value 

C 

B 

D 

-3.5 

1.23 

Scudder  Growth  &  Income* 

C 

B 

2.6 

0.86 

T  Rowe  Price  Balanced  Fund*  (B) 

B 

-2.0 

1.00 

Scudder  International  Fund*  (F) 

«C 

B 

-3.0 

1.21 

T  Rowe  Price  Capital  Appreciation* 

C 

A 

3.8 

1.09 

Scudder  New  Asiat  (F) 

A 

A 

-12.4 

1.71 

T  Rowe  Price  Equity  Income* 

C 

A 

4.6 

0.91 

Security  Equity  Fund-A 

B 

D 

-2.6 

1.06 

T  Rowe  Price  Growth  &  Income* 

C 

C 

-0.1 

0.83 

Security  Growth  &  Income-A 

F 

B 

-7.8 

1.26 

T  Rowe  Price  Growth  Stock* 

B 

C 

0.9 

0.82 
1.01 

Security  Ultra  Fund-A 

B 

F 

-6.6 

1.30 

T  Rowe  Price  International  Stock*  (F) 

B 

B 

-0.8 

SEI  Index  S&P  500  Index* 

C 

C 

1.0 

0.25 

T  Rowe  Price  New  America  Growth* 

A 

D 

-7.4 

1.23 

Selected  American  Shares 

B 

A 

-3.2 

1.01 

T  Rowe  Price  New  Era* 

D 

B 

5.2 

0.80 

Selected  Special  Shares 

C 

D 

-2.5 

1.24 

T  Rowe  Price  New  Horizons* 

A 

D 

0.3 

0.93 

Seligman  Capital  Fund-A 

B 

D 

-7.1 

1.13 

T  Rowe  Price  OTC  Fund* 

B 

D 

0.1 

1.20 

Seligman  Common  Stock-A 

B 

B 

-1.9 

0.87 

Principal  Preserv-S&P  100  Plus 

D 

B 

1.1 

1.20 

Seligman  Communications  &  Info-A 

A+ 

D 

35.3 

1.63 
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On  the  road  to  success,  you  won 't  find 
a  more  productive  place  to  stay  than  The 

Helping  you  along  the  way." 

Ritz-Carlton.  Or  a  more  resourceful staff.  Whatever  services  you 
require,  from  one-hour  deluvry  of  a  proved  shirt  and  on  tune  wake- 
up  calls  to  24-hour 
business  centers,  we 
provide.  Personally. 
And  in  your  function 
ally  equipped  room, 


you  '11  find  an  executive  desk  and  multiple  phones.  As  well, 
we  proudly  offer  ATeJT  In-room  Long  Distance  Service  at  most 
locations  for  your  ATeJT  Calling  Card,  ATeJT  Universal  Card 
and  operator-assisted  calls.  Please  call  your  travel  professional 

or  The  Ritz-Carlton 
at  800-241 -3333 for 
resen'ations.  And  we  '11 
mm*  you  further  along 
the  road  to  success. 


THE  RTTZ-CARLTON* 

HOTELS 


tlan  la. Barcelona  •Boston  •  Buckhead  •  Cleveland  'Dearborn  •  Double  Ray  -Hong  Kong  •  Hous  ton  •  Hun  tington   Hotel-Kansas  City«Marina  del   Rey 
New  York  •  Pentagon  City  •  Philadelphia  •Phoenix  -San  Francisco  -St.  Louis  •Sidney -Tysons  Corner.  Washington  ,  DC.  •  1995.   Seoul,  Singapore 


STOCK  AND  BALANCED  FUNDS 


Fund 


Performance    12-month     Annualized 

UP    DOWN        total  expenses 

-markets-       return        per  $100 


Fund 


Performance    12-month 
UP    DOWN        total 
—markets—      return 


i 


Seligman  Growth  Fund-A  C  D  -3.8% 

Seiigman  Income  Fund-A  (B)  C  A  -5.4 

Sentinel  Bjla-ced  Fund  (B)  C  B  -3.5 

Senimel  C   r  non  Stock  C  A  -1.2 

Sentim    CiiOWthFund  D  D  -7.5 

;          Fund*  C  C  -1.1 

Sequoia  Fund*  B  A+  3.4 

Sirb  trust  A  C  -1.5 

Stt  Growth  &  Income*  D  B  2.8 

Sit  Growth  Fund*  A  D  -0.5 

Skyhne  Fund-Special  Equities!  A  D  -1.1 

Smith  Barney-Income  &  Growth-A  D  A  -4.2 

SBS  Aggressive  Growth-A  A  D  -1.6 

SBS  Appreciation  Fund-A  C  B  -0.8 

SBS  Equity-Growth  &  Income-A  D  C  -0.4 

SBS  Equity-Strategic  Inv-A  D  A  -1.0 

SBS  Fundamental  Value-A  B  B  1.4 

SBS  Global  Opportunities-A  (G)  D  D  -3.7 

SBS  income-Premium  Tot  Ret-A  B  B  3.5 

SBS  Invest-Special  Equities-A  B  F  -5.6 

SBS  Precious  Metals  &  Minerals-A  (F)     D  D  -9.6 

SBS  Telecommunications-Growth-A      A  D  -6.4 

SoGen  International  Fundi  (G)  C  A  2.5 

Sound  Shore  Fund  C  B  0.3 

Source  Capital  Fundi  D  A  0.6 

Stagecoach  Corporate  Stock*  D  B  0.4 

State  Bond  Common  Stock  C  C  4.2 

State  Bond  Diversified  D  A  0.2 

State  Street  Investment-A  C  B  -3.5 

SteinRoe  Capital  Opportunities*  A  F  0.0 

SteinRoe  Prime  Equities*  C  B  -0.1 

SteinRoe  Special  Fund*  B  C  -3.3 

SteinRoe  Stock  Fund*  C  D  -3.8 

SteinRoe  Total  Return*  (B)  C  F  -4.1 

Stock  &  Bond  Fund-A*  (B)               •      D  B  -1.9 

Stratton  Growth  Fund"  D  B  6.4 

Strattcn  Monthly  Dividend  Shares*  F  A+  -12.1 

Strong  Investment  l-und*  (B)  F  A  -1.5 

Strong  Opportunity  Fund*  C  B  3.3 

Strong  Total  Return"  (b)  D  B  -1.4 

SunAmerica  Blue  (  nip  Growth-A  C  D  -4.2 

SunAmerica  Small  Co  Growth-A  A  F  4.7 

Swiss  Helvetia  Fundi  (F)  D  A  -0.4 

Taiwan  Fund'.  (F)  A  C  22.9 

Templeton  Emeigmg  Markets!  (G)  A  A  -9.5 

Templeton  Foreign  Fund  (F)  C  A  0.3 

Templeton  Growti.  Fund  (G)  A  B  0.8 

Templeton  Smaikr  Cos  Growth  (G)  B  D  -4.6 

Templeton  World  Fund  (G)  B  C  0  9 

Tocqueville  Fund  C  B  -0.8 

Tri-Continentsl  Co.pt  D  B  -3.9 

20th  Century  Giftiust  Investors*  A+  D  13.5 

20th  Century  Growth  Investors*  A  D  -1.5 

20th  Century  Scict  Investors*  D  C  -8.0 

20th  Century  Ultra  Investors*  A+  D  -3.6 

20th  Century  Vista  Investors*  A  F  4.7 

UMB  Stock  Fund*  D  A  2.7 


$0.89 
1.03 
1.14 
0.93 
1.31 

0.87 
1.00 
1.02 
1.10 
0.82 

1.48 
0.91 
1.42 
1.03 

1.54 

1.25 
1.30 
1.89 
1.19 
1.67 

2.18 
1.34 
1.28 
1.27 
0.95 

0.97 
1.22 
1.20 
0.49 
0.97 

0.90 
0.96 
0.94 
0.83 
1.04 

1.34 
0.99 
1.20 
1.40 
1.20 

1.60 
1.83 
1.50 
2.67 
1.84 

1.14 
1.10 
1.36 
1.04 
1.56 

0.66 
1.00 


0.87 


United  Accumulative  Fund 
United  Continental  Income  (B) 
United  Income  Fund 
United  International  Growth  (F) 
United  Kingdom  Fund!  (F) 

United  New  Concepts 
United  Retirement  Shares  (B) 
United  Science  &  Technology 
United  Services-Gold  Shares*  (F) 
United  Services-World  Gold*  (G) 

United  Vanguard  Fund 
USAA  Investment-Cornerstone*  (G) 
USAA  Investment-Gold  Fund*  (F) 
USAA  Mutual-Aggressive  Growth* 
USAA  Mutual-Growth* 

USAA  Mutual-Income  Stock* 

UST  Master  Funds-Equity 

UST  Master  Funds-Income  &  Growth 

Value  Line  Fund* 

Value  Line  Income* 

Value  Line  Leveraged  Growth  Inv* 
Value  Line  Special  Situations* 
Van  Eck  Gold/Resources  (G) 
Van  Eck  Intl  Investors  Gold  (F) 
Van  Eck  World  Trends  (G) 

Van  Kampen  Growth  &  Income-A 
Vanguard  Explorer  Fund* 
Vanguard  lndex-500  Portfolio 
Vanguard  Index-Small  Cap  Stock 
Vanguard  International  Growth*  (F) 

Vanguard/Morgan  Growth* 
Vanguard/Primecap  Fund*     ~~ 
Vanguard  Quantitative  Portfolios* 
Vanguard  Special-Energy 
Vanguard  Special-Gold  &  Precious  (G) 

Vanguard  Special-Health  Care 
Vanguard/Trustees'  Equity-lntl*  (F) 
Vanguard/Trustees'  Equity-US* 
Vanguard  US  Growth* 
Vanguard/Wellesley  Income*  (B) 

Vanguard/Wellington  Fund*  (B) 
Vanguard/Windsor  Fundi 
Vanguard/Windsor  II* 
Vontobel  EuroPacific  Fund*  (F) 
Voyageur  Growth  Stock 

Warburg  Pincus  Capital  Appreciation* 
Washington  Mutual  Investors 
Winthrop  Focus-Aggress  Growth 
Winthrop  Focus-Growth 
Winthrop  Focus-Growth  &  Income 

Worldwide  Value  Fundi  (G) 

WPG  Growth&  Income* 

WPG  Growth  Fund* 

WPG  Tudor  Fund* 

Zweig  Fundi 

Zweig  Series-Priority  Selection-A 


0.1% 
-0.3 
-1.8 

1.8 

3.3 

11.3 

-0.4 

9.8 

-2.7 

-16.9 

6.2 
-1.0 
-9.4 
-0.8 

3.3 

-0.7 

0.2 

-4.3 

-4.5 
-4.3 

-3.7 

1.0 

-15.6 

-1.0 

2.3 

-5.2 
0.5 
1.2 

-0.5 
0.8 

-1.6 
11.4 
-0.5 
-1.6 

-5.4 

9.6 

5.2 
-3.9 

3.9 
-4.4 

-0.4 
-0.1 
-1.1 
-5.3 

-0.2 

-2.9 
0.5 
-0.7 
-4.2 
-2.4 

-3.7 
-5.5 
-14.0 
-9.8 
-1.8 
-4.3 


Annualized 
expenses 
per  $100 

$0.65 
0.81 
0.66 

1.20 
1.50 

1.19 
0.87 
0.91 
1.46 
1.53 

1.05 
1.11 
1.26 
0.83 

1.04 

0.73 
1.14 
1.17 
0.80 


0.92 
1.06 
1.39 
1.12 


1.61 
0.73 
0.19 
0.18 
0.46 

0.49 
0.67 
0.50 
0.17 
0.26 

0.19 
0.40 
0.90 
0.52 
0.33 

0.34 
0.40 
0.39 
1.77 
1.90 

1.01 
0.69 
1.44 
1.36 
1.33 

2.10 
1.26 
0.98 
1.25 
1.23 
1.53 


All  data  through  Dec.  31, 1994.    *No  load,  no  12b-l  fee>  tClosed-end.    iCIosed  to  new  investors. 
Sources:  Forbes;  Lipurr  Analytical  Services;  Mornmgstar,  Inc.;  CDA/Wiesenberger. 
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Funny  thing 
about  a 
nestq 
You  cant 
sit  on  it. 


We  understand  the  importance  of  your  nest  egg.  You  worked  hard  for  it  You  nurtured  it.  But  sitting  on  it  won't  make  it  last. 
Your  financial  advisor  can  help  you  make  the  right  decisions.  At  Kemper,  our  philosophy  is  that  diligence  and  a  disciplined 
}lan  will  help  you  meet  your  retirement  goals.  For  40  years  our  Family  of  Funds  have  focused  on  a  long-term  investment 
approach  that  helps  build  and  preserve  tomorrows  today 

Talk  to  your  financial  advisor.  And,  for  ideas  about  making  smart  retirement  investing  choices,  get  our  "Investing  Your 
Mest  Egg"  brochure.  Its  free.  Just  call  1-800-KFS-5555,  extension  400. 


KemPER 


muTuaL  Funos 


j 


Were  Building  Tomorrows  Today 


Beforeyou  invest  or  send  money,  carefully  read  the  Kemper  Fund  brochure  and  prospectus  containing  more  complete  information, 
including  management  fees  and  expenses.  °  1995  Kemper  Financial  Services,  Inc.         233940 


uimuim 


Taxable 
bond  funds 


No  wonder  first-time  investors  were  shocked:  Of  the  303 
bond  funds  in  the  following  tables,  all  but  22  lost  money  in 
1994,  even  with  interest  thrown  back  in.  Leading  the  list 
of  stinkers  were  the  mortgage  funds  run  by  Piper  Capital 
Management's  Worth  Bruntjen,  who,  not  content  with 
investing  for  yield,  used  derivatives  to  place  bets  that 
interest  rates  wouldn't  rise — and  lost. 

Three  kinds  of  funds  were  spared  from  the  disaster: 
those  that  invest  in  junk  bonds,  like  Northeast  Investors, 
where  heft)'  yields  and  improving  credit  ratings  partly 
compensate  for  rising  interest  rates;  those  with  extremely 
short  maturities,  like  Neuberger  &  Berman  Ultra  Short 
Bond;  and  those  that  invest  in  floating-rate  bank  debt,  like 
Merrill  Lynch  Senior  Floating  Rate  Fund.  No  surprise 
there;  all  three  categories  have  long  earned  high  Forbes 
grades  for  downmarket  performance. 

The  naive  investor  will  conclude  that  these  best-per- 
formers are  the  best  bets  for  1995.  Not  necessarily.  Most 
of  the  funds  that  did  well  in  last  year's  massacre  will 
underperform  if  interest  rates  fall  or  stay  steady.  That's 
because  they  will  get  less  of  a  bang  out  of  a  market  rally 
than  a  longer-term  bond  fund.  If  you  think  interest  rates 
are  done  rising,  look  for  a  fund  that  gets  an  A  in  upmarkets. 
If  you  think  rates  have  higher  to  go,  stick  to  funds  with 
good  downmarket  grades. 

Not  sure?  Intermediate  funds,  those  with  average  matu- 
rities of  5  to  10  years,  are  a  good  choice.  Since  Treasury's 
maturing  in  5  years  give  almost  the  same  yield  as  those 
maturing  in  30,  medium -term  funds  can  deliver  a  decent 
return  at  less  risk.  ( Of  course,  they  also  go  up  less  in  a  rally. ) 
Also  suitable  for  fence-sitters:  Ginnie  Mae  and  junk  funds. 
With  junk  you  take  a  risk  of  defaults,  but  the  high  coupons 
have  the  effect  of  lowering  your  interest  rate  risk. 

No  matter  where  you  choose  to  perch  on  the  interest 
rate  seesaw,  remember  that  funds  with  high  ownership 
costs  are  a  bad  bet.  Annual  fees  for  management  and 
distribution  range  in  this  table  from  just  0.26%  of  assets  at 
several  Vanguard  funds  to  3.38%  at  New  America  High 
Income.  In  markets  driven  mostly  by  interest  rate  shifts, 
it's  hard  for  one  bond  fund  manager  to  outsmart  another; 
so  funds  with  higher  expenses  may  be  compelled  to  take 
higher  risks  to  cloak  their  excess  costs. 

The  funds  shown  here  each  have  at  least  SI 00  million  in 
assets  and  a  five-year  record.  The  Merrill  Lynch 
corporate/government  bond  index,  broken  into  bullish 
and  bearish  months,  is  the  benchmark  for  high-grade 
funds;  junk  bond  funds  are  measured  against  the  Merrill 
Lynch  High  Yield  Master  Index  for  2Vi  up-and-down 
cycles,  beginning  Oct.  31,  1984.  Global  funds  are  com- 
pared against  the  monthly  returns  of  the  dollar-denomi- 
nated J. P.  Morgan  Global  government  bond  index. 


Fund 

Performance 
UP    DOWN 
—markets— 

12-month 
total 
return 

Annualized 
expenses 
per  $100 

AAL  Bond  Fund 

AARP  Income-GNMA  &  US  Treasury* 

AARP  Income-High  Quality  Bond* 

ACM  Government  Incomet 

ACM  Government  Opportunity! 

C 

D 
B 
A 
A 

C 
B 
D 
D 
D 

4.8% 

-1.7 

-4.5 

-14.0 
-13.3 

$1.02 
0.70 
1.01 
1.48 
1.19 

ACM  Government  Securitiest 
ACM  Government  Spectrumt 
ACM  Managed  Incomet 
Advantage  Government  Securities 
AIM  Government  Securities-A 

A 

A 

A+ 

A 

D 

0 
0 
0 
D 
B 

-15.7 

-18.0 

-11.5 

-9.8 

-3.4 

1.43 
1.21 
1.05 
1.31 
1.00 

AIM  High  Yie!d-A  (J) 

AIM  Income  Fund-A 

AIM  Limited  Maturity  Treas  Shares 

Alliance  Bond-Corporate  Bond-A 

Alliance  Bond-US  Government-A 

B 

A 

D 

A+ 

B 

B 
0 

A 
C 

c 

-1.7 

-7.6 

0.8 

-12.7 

-4.4 

1.12 
0.98 

0.47 
1.30 
1.02 

Alliance  Mortgage  Sees  Income-A 
Alliance  Short-Term  Multi-Market-A  (1 
American  Capital  Bondt 
American  Capital  Corp  Bond-A 
American  Capital  Government  Secs-A 

C 
F 
A 
B 
B 

c 

A+ 
D 
C 
C 

-6.1 
-8.7 
-5.2 
-4.3 
4.2 

1.00 
1.16 
1.50 
1.09 

0.98 

American  Capital  High  Yield  Inv-A  (J) 
American  Capital  Incomet 
American  Government  Inc  Fundt 
American  Government  Inc  Portt 
American  Opportunity  Incomet 

C 

C 

A+ 

A+ 

A+ 

D 
A 
F 
F 
F 

-3.6 

-2.8 

-25.1 

-24.9 

-26.7 

1.10 
1.00 
2.32 
2.34 
2.79 

Babson  Bond-Portfolio  L* 
Bartlett  Fixed  Income* 
Benham  GNMA  Income* 
Benham  Target  Maturities-2000* 
Benham  Target  Maturities-2005* 

B 

D 
C 

A+ 
A+ 

C 

C 
B 
F 
F 

-3.3 
-2.9 
-1.5 
-6.9 
-8.9 

0.98 
1.00 
0.54 
0.60 
0.62 

Benham  Treasury  Note* 
Bernstein  Govt  Short  Duration* 
Bernstein  Intermediate  Duration* 
Bernstein  Short  Duration  Plus* 
BlackRock  Income  Trustt 

D 
B 
D 
B 

B 

A 
C 
A 
C 

-2.3 
0.6 

-3.0 
0.7 

-7.5 

0.51 
0.68 
0.66 
0.66 
2.01 

BlackRock  Target  Termt 
Bond  Fund  of  America 
Capital  World  Bond  (1) 
Capstone  Government  Income 

A 
B 
B 
F 

D 
B 
C 
B 

-6.6 

-5.0 

-1.4 

1.1 

1.63 
0  71 

1.11 
0.93 

152 


All  data  through  Dec.  31,  1994.    *No  load,  no  12b-l  fee.    tClosed-end.    tClosed  1 

new  investors.    (I):  International  bond.    (J):  Junk  bond. 

Sources:  Forbes;  Upper  Analytical  Services;  Morningstar,  Inc.;  CDA/Wiesenberger. 
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1 

Fund 

Perfc 
UP 
— m; 

rmance 
DOWN 
rkets— 

A 

12-month 
total 
return 

-0.9% 

Annualized 
expenses 
per  $100 

$0.73 

Fund 

Fidelity  Investment  Grade  Bond* 

Performance 
UP    DOWN 
—markets— 

12-month 
total 
return 

Annualized 
expenses 
per  $100 

$0.74 

Cardinal  Government  Obligations 

D 

B 

C 

-5.3% 

Colonial  Federal  Securities-A 

B 

D 

-6.2 

1.17 

Fidelity  Mortgage  Securities* 

D 

A 

1.9 

0.79 

Colonial  High  Yield  Secs-A  (J) 

A 

C 

-1.1 

1.23 

Fidelity  Short-Term  Bond* 

D 

A 

-4.1 

0.80 

Colonial  Income  Fund-A 

C 

C 

-4.7 

1.10 

First  Australia  Prime  Incomet  (1) 

A 

A 

5.2 

1.44 

Colonial  InterMarket  Income  It 
Colonial  US  Government-A 

B 
D 

B 

-3.9 

1.02 

First  Investors  Fund  for  Income  (J) 

C 

0 

0.6 

1.32 
1.32 

<-» 

B 

-2.3 

1.11 

First  Investors  Government 

C 

C 

-3.2 

Columbia  Fixed  Income  Securities* 

B 

C 

-3.4 

0.66 

First  Investors  High  Yield  (J) 

B 

D 

0.5 

1.69 

Common  Sense-Government  Fund 

C 

C 

-4.5 

0.89 

Flag  Investors  Total  Ret  US  Treas- A 

A 

D 

-4.0 

0.77 

Compass  Capital  Fixed  Income 

B 

0 

-3.8 

0.83 

Fort  Dearborn  Income  Securitiest 

A 

D 

-4.6 

0.76 

Compass  Capital  Short/Intermediate 

D 

B 

-0.5 

0.84 
0.99 

Fortis  Securitiest 

C 

A 

-4.9 

0.76 

Composite  US  Government  Secs-A 

C 

C 

-4.9 

Fortis  US  Government  Securities 

C 

C 

-5.6 

0.76 

Comstock  Partners  Strategy-A 

F 

A+ 

-3.7 

1.40 

FPA  New  Income 

C 

A 

1.4 

0.74 

CS  First  Boston  Incomet 

C 

A 

-1.9 

0.88 

Franklin  Adj  US  Government  Sees 

F 

A 

-1.9 

0.65 

Dean  Witter  Federal  Securities 

B 

D 

-5.0 

1.50 

Franklin  Global  Government  Inc  (1) 

D 

C 

-7.7 

0.77 

Dean  Witter  Government  Inct 

D 

B 

-1.4 

0.70 

Franklin  Principal  Maturity! 
Franklin  Short-lntermed  US  Govt 

B 

C 

-15.8 

2.98 

Dean  Witter  High  Yield  Sees;  (J) 

A+ 

F 

-7.1 

0.69 

D 

B 

-2.1 

0.55 

Dean  Witter  Intermediate  Income 

D 

B 

-3.1 

1.63 

Franklin  Tax-Advantaged  US  Govt 

C 

B 

-4.1 

0.59 

Dean  Witter  US  Goverment  Sees 

D 

B 

-3.5 

1.18 

Franklin  US  Government  Sees 

D 

B 

-2.7 

0.52 

Dean  Witter  World  Wide  Income  (1) 

D 

C 

-4.4 

1.87 

Franklin's  AGE  High  Income  (J) 

B 

0 

-1.5 

0.59 

y 

Delaware  Group  Delchester-A  (J) 
Delaware  Group  Treas  Res  Intermed-A 

C 
D 

C 

-4.6 

1.05 

Fund  for  US  Government  Secs-A 

D 

B 

-1.9 

0.88 

u 

B 

-1.9 

0.88 

Global  Government  Plust  (1) 

C 

0 

-6.7 

1.07 

.;: 

Delaware  Group  US  Government-A 

C 

C 

-5.8 

1.23 

Global  Income  Plust  (1) 

c 

B 

-4.1 

1.50 

Dodge  &  Cox  Income  Fund* 

A 

C 

-2.8 

0.60 

Global  Yield  Fundt  (1) 

D 

B 

-8.1 

1.02 

Hi 

Dreyfus  A  Bonds  Plus* 

A 

0 

-6.1 

0.90 

Government  Income  Securities 

D 

B 

-1.9 

0.97 

Dreyfus  GNMA  Fund 

D 

B 

-2.8 

0.95 

Gradison-McDonald  Government  Inc 

C 

C 

-3.7 

0.90 

Dreyfus  100%  US  Treasury  Intermed' 

B 

C 

-4.0 

0.73 

GT  Global  Government  Income-A  (1) 

C 

C 

-13.9 

1.40 

Dreyfus  100%  US-Treasury  L-T* 

A+ 

F 

-9.2 

0.78 

GT  Global  Strategic  Income-A  (1) 

A 

F 

-20.8 

1.70 

Dreyfus  Short-Intermediate  Govt* 

D 

A 

-0.8 

0.40 

Hancock  Freedom  Global  Inc-A  (1) 

C 

D 

-0.5 

1.46 

Dreyfus  Strategic  Governments  Inct 

C 

C 

-2.2 

0.89 

Hancock  Government  Income-A 

B 

D 

-5.3 

2.01 

Dreyfus  Strategic  Income 

A 

D 

-S.3 

0.84 

Hancock  Government  Sees 

A 

D 

-4.0 

1.16 

EV  Income  Fund  of  Boston  (J) 

B 

B 

-1.3 

1.03 

Hancock  Income  Securitiest 

B 

B 

-2.9 

0.84 

EV  Marathon  High  Income  (J) 

C 

C 

-2.2 

1.82 

Hancock  Investors  Trustt 

B 

B 

-2.9 

0.85 

EV  Prime  Rate  Reserves 

D 

A+ 

6.0 

1.77 

Hancock  Limited  Term  Govt-A 

D 

B 

-1.3 

1.51 

EV  Traditional  Govt  Obligations 

D 

B 

-2.0 

1.52 

Hancock  Sovereign  Bond-A 

B 

B 

-2.7 

1.41 

Enterprise  Group-Government  Sees 

C 

C 

-7.8 

1.30 

Hancock  Sovereign  US  Govt  Inc-A 

B 

C 

-41 

1.30 

Federated  High  Yield*  (J) 

A 

C 

-2.4 

0.83 

Hancock  Strategic  Income-A  (J) 

D 

B 

-3.0 

1.32 

Federated  US  Government  Bond* 

A 

D 

-6.2 

0.83 

Harbor  Bond  Fund* 

B 

C 

-3.7 

0.72 

Fidelity  Advisor  High  Yield  (J) 

A 

A 

-2.1 

1.11 

Hyperion  Total  Returnt 

D 

A 

0.4 

2.58 

Fidelity  Advisor  Short  Fixed-Income 

D 

A 

-3.4 

0.95 

IDS  Bond  Fund 

A 

C 

-4.3 

0.70 

Fidelity  Capital  &  Income  (J) 

B 

B 

-4.8 

0.97 

IDS  Extra  Income  (J) 

C 

D 

-7.9 

0.81 

Fidelity  Ginnie  Mae* 

D 

B 

-2.0 

0.82 

IDS  Federal  Income 

D 

A 

-0.3 

0.76 

Fidelity  Global  Bond*  (1) 

C 

C 

-16.3 

1.17 

IDS  Global  Bond  (1) 

B 

C 

-4.9 

1.31 

Fidelity  Government  Securities* 

A 

D 

-5.2 

0.69 

IDS  Selective  Fund 

A 

D 

-4.4 

0  72 

Fidelity  Intermediate  Bond* 

C 

B 

-2.0 

0.64 

IDS  Strategy-Income 

B 

D 

-6.2 

1.60 

All  data  through  Dec.  31, 1994.    'No  load 
Sources:  Forbes;  Lipper  Analytical  Services, 

no  1 2b- 1  fee. 

Mormngstar,  Int 

tClosed-end.    tClosed  to  new  inve 
-.,■  CDA/Wiesenberger. 

stors.    (1):  International  bond.    (J):  Junk  bond. 
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"  Dur  pill 
After  yJJ 


-  Stan  Egener, 
Partner  of  Neuberger  &  Herman,  LP. 
Chairman,  Neuberger  &  Berman  Equity  Funds. 


Pursuing  si 


'ith  an  excellent  record  of  earnings  growth  is  just  not  enough.  At 


Neuberger  &  Berman  Partners  Fund,  we  always  consider  such  fundamentals  as  sound 
balance  sheets,  low  price/earnings  ratios  and  strong  management.  The  impressive  results  of 
our  efforts?  Positive  performance  18  of  the  last  19  years?  Michael  Kassen,  portfolio  manager 
of  the  Fund,  has  too  much  at  stake  to  forget  the  basics.  After  all,  he  and  our  other  partners, 
their  employees  and  families  have  invested  over  $100  million  of  their  own.money  in  our 
mutual  funds.  So,  while  in\  estment  return  and  principal  value  will  fluctuate  with  changes  in 
market  conditions,  when  you  invest  in  Neuberger  &  Berman  Partners  Fund  you  have  the 
security  of  knowing  we're  in  this  together.  Call  Neuberger  &  Berman  Management  Inc. 
for  a  prospectus  containing  more  information  about  Neuberger  &  Berman  Partners  Fund. 
Please  read  it  carefully  before  you  invest.  Call  1-800-877-9700,  ext.  3653  now. 
©  1994  Neuberger  &  Berman  Management  Inc.,  Distributor.  'Past  performance  is  no  guarantee  of  future  results. 
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PARTNERS    FUNDS 


If  we  don't  invest  in  it,  why  should  you? 


FOB  2 
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Fund 

Performance 
UP    DOWN 
—markets— 

12-month 
total 
return 

Annualized 
expenses 
per  $100 

Fund 

Performance 
UP    DOWN 
—markets— 

12-month 
total 
return 

Annualized 
expenses 
per  $100 

IDS  Strategy-Short-Term  Income 

F 

A 

-1.2% 

$1.73 

MFS  Charter  Incomet 

B 

B 

-3.5% 

$0.90 

InterCapital  Income  Securitiest 

C 

B 

-2.2 

0.66 

MFS  Govt  Limited  Maturity-A 

D 

B 

-0.8 

1.14 

Intermediate  Bond  Fund  of  America 

C 

C 

-3.0 

0.83 

MFS  Government  Markets  Incomet 

B 

D 

-5.9 

0.93 

Invesco  High  Yield  (J) 

D 

A 

-5.0 

0.97 

MFS  Government  Mortgage-A 

C 

0 

-2.2 

1.27 

Invesco  Select  Income 

C 

A 

-1.2 

1.11 

MFS  Government  Securities-A 

C 

c 

-3.3 
-2.6 

0.68 
1.00 

Investors  Trust-Government-A 

c 

D 

-8.6 

1.03 

MFS  High  Income-A  (J) 

B 

D 

1   ISI  Total  Return  US  Treasury 

A 

D 

-4.0 

0.77 

MFS  Intermediate  Income-A 

D 

D 

-5.5 

1.22 

|   Ivy  Bond  Fund-A 

A 

D 

-4.4 

1.45 

MFS  Intermediate  Incomet 

B 

D 

-4.8 

0.95 

II  Janus  Flexible  Income* 

B 

B 

-2.9 

1.00 

MFS  Multimarket  Incomet 

B 

C 

-4.4 

1.11 

Kemper  Adjustable  US  Govt-A 

D 

B 

-0.4 

0.93 
0.98 

MFS  World  Governments-A  (1) 

B 

D 

-6.6 

1.54 
0.73 

Kemper  Diversified  Income-A  (J) 

B 

C 

-3.9 

Montgomery  Street  Income  Secst 

A 

C 

-5.2 

D  Kemper  High  Yield-A  (J) 

A 

C 

-1.9 

0.84 

Nationwide  Bond  Fund 

B 

D 

-8.1 

0.68 

H  Kemper  Inc  &  Cap  Preservation-A 

B 

C 

-3.3 

0.82 

N  &  B  Limited  Maturity  Bond* 

0 

A 

-0.3 

0.65 

1  Kemper  Intermediate  Government 

C 

C 

-3.3 

0.92 

N  &  B  Ultra  Short  Bond* 

F 

A 

2.2 

0.65 

Kemper  Multi-Market  Incomet 

C 

A+ 

-3.0 

0.97 

New  America  High  Incomet  (J) 

D 

C 

-7.6 

3.38 

Kemper  US  Government  Securities-A 

C 

C 

-3.0 

0.65 

New  England  Bond  Income-A 

B 

C 

-4.2 

1.04 

1  Keystone  Custodian  B-l 

C 

D 

-5.1 

1.94 

New  England  Government  Sec -A 

B 

D 

-5.5 

1.22 

1  Keystone  Custodian  B-2 

0 

C 

-6.9 

1.75 

New  England  Limited-Term  US  Govt-A  C 

B 

-2.2 

1.14 

1  Keystone  Custodian  B-4  (J) 

D 

F 

-12.2 

1.84 

Nicholas  Income  Fund*  (J) 

F 

A 

-0.2 

0.62 

Legg  Mason  US  Govt  Intermed-Term 

D 

B 

-1.9 

0.90 

North  American  US  Govt  Securities-A 

C 

B 

-1.6 

1.07 
1.21 

Lexington  GNMA  Income* 

C 

C 

-2.1 

1.02 

Northeast  Investors  Trust*  (J) 

C 

B 

2.2 

1  Liberty  Financial  US  Govt  Sees 

C 

C 

-1.6 

0.75 

Oppenheimer  High  Yield-A  (J) 

D 

A 

-2.4 

0.96 

1  Liberty  High  Income  Bond-A  (J) 

A 

C 

-17 

1.18 

Oppenheimer  Limited  Term  Govt-A 

C 

B 

0.5 

1.02 

1  Lord  Abbett  Bond-Debenture  (J) 

0 

A 

-3.9 

0.88 

Oppenheimer  Multi-Sector  Incomet 

C 

A 

-2.8 

1.00 

Lord  Abbett  Global-Income  (1) 

B 

D 

-2.8 

1.04 

Oppenheimer  Strategic  Income-A 
Oppenheimer  US  Government-A 

C 

A 

-4.4 

1.09 

Lord  Abbett  US  Government  Sees 

A 

D 

-4.1 

0.89 

C 

B 

-1.3 

1.14 

1  Lutheran  Brotherhood  Income 

B 

D 

-4.8 

0.80 

Pacific  American  Income  Sharest 

B 

B 

-4.3 

0.80 

1  MainStay-Government  Fund 

D 

C 

-2.8 

1.70 

Pacific  Horizon-US  Government  Sees 

C 

B 

-3.8 

0.96 

1  MainStay-High  Yield  Corp  Bond  (J) 

B 

B 

1.5 

1.60 

PaineWebber  Global  Income-A  (1) 

C 

B 

-3.8 

1.32 

Managers  Intermediate  Mortgage* 

B 

F 

-25.0 

0.75 

PaineWebber  High  Income-A  (J) 

B 

0 

-11.7 

0.93 
0.96 

MAS-Fixed  Income* 

A 

C 

-5.5 

0.47 

PaineWebber  Investment  Grade  Inc-A 

B 

C 

-5.6 

I  MassMutual  Corporate  Investors! 

F 

A+ 

NA 

2.93 

PaineWebber  US  Government  Inc-A 

C 

D 

-10.5 

0.91 

1  Mentor  Incomet 

D 

B 

-6.1 

2.48 

Permanent  Portfolios-Treasury  Bill* 

F 

A 

3.3 

0.72 

1  Merrill  Lynch  Corp-High  Income-A  (J) 

C 

A 

-2.7 

0.55 

Phoenix  High  Yield-A  (J) 

D 

A 

-8.0 

1.04 

Merrill  Lynch  Corp-lntermediate-A 

B 

C 

-3.8 

0.58 

Phoenix  Multi-Sector  Fixed  Income-A 

B 

A 

-6.7 

1.29 

Merrill  Lynch  Corp-lnvest  Grade-A 

B 

0 

-5.1 

0.56 

Phoenix  US  Government  Secs-A 

C 

C 

-3.3 

0.75 

Merrill  Lynch  Federal  Securities-A 

D 

B 

-3.3 

0.83 

Pilgrim  Prime  Rate  Trustt 

0 

A+ 

8.2 

1.31 

Merrill  Lynch  Glob  Bond  Inv  &  Ret-A  (1)  B 

B 

-5.3 

0.82 

Pimco  Advisors-High  Income-A 

D 

D 

-6.6 

1.20 

Merrill  Lynch  Senior  Floating  Ratet 

F 

A+ 

6.2 

1.47 

Pimco  Advisors-US  Government-A 

C 

D 

-4.6 

1.00 

Merrill  Lynch  World  Income-A  (1) 

D 

A 

-4.0 

0.78 

Pioneer  America  Income-A 

D 

B 

-4.0 

1.00 

MetLife-State  Street  Govt  Secs-A 

B 

D 

-3.5 

1.24 

Pioneer  Bond  Fund-A 

C 

C 

-4.2 

1.05 

MetLife-State  Street  High  Income-A  (J)  B 

C 

-2.9 

1.16 

Piper  Funds-Government  Income 

A 

D 

-9.1 

1.05 

MetLife-State  Street  Res  Govt  Inc-A 

B 

C 

-2.9 

1.05 

Piper  Funds-Institutional  Govt  Inct 

B 

F 

-28.3 

0.78 

MFS  Bond  Fund-A 

B 

C 

-4.4 

0.96 

Portico-Bond  IMMDEX 

B 

C 

-3.0 

0.50 

All  data  through  Dec.  31. 1994.    'No  load,  nol2b-l  fee. 
^Sources:  Forbes;  Upper  Analytical  Services;  Mormngstar,  Inc 

tClosed-end.    tClosed  to  new  inve 
.,•  CDA/Wiesenberger. 

stors.    NA:  Not  available.    (1):  International  bond. 

(J):  Junk  bond. 
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TAXABLE  BOND  FUNDS 


Fund 

Performance 
UP    DOWN 
—markets— 

12-month 
total 
return 

Annualized 
expenses 
per  $100 

Fund 

Performance 
UP    DOWN 
—markets— 

12-month 
total 
return 

Annualized 
expenses 
per  $100 

Portico-Slio*-   (rm  Bond  Market 

0 

A 

0.9% 

$0.52 

Spartan  Government  Income* 

C 

C 

-3.6% 

$0.65 

Premier  6NMA  Fund-A 

C 

B 

-2.9 

0.78 

Spartan  Limited  Maturity  Govt* 

D 

A 

-1.0 

0.65 

T  Rowe  P'tc.e  GNMA  Fund* 

c 

B 

-1.6 

0.77 

Stagecoach  US  Govt  Allocation 

A 

D 

-7.0 

0.99 

T  Rowe  Price  High  Yield  (J) 

0 

B 

-8.0 

0.85 

SteinRoe  Income  Fund* 

B 

C 

-4.1 

0.82 

T  Rowe  Price  International  Bond*  (1) 

A+ 

D 

-1.8 

0.99 

SteinRoe  Intermediate  Bond* 

C 

C 

-2.7 

0.70 
0.90 

T  Rowe  Price  New  Income* 

C 

C 

-2.2 

0.82 

Strong  Advantage  Fund* 

0 

A+ 

3.5 

T  Rowe  Price  Short-Term  Bond* 

D 

A 

-2.9 

0.74 

Strong  Government  Securities* 

B 

A 

-3.4 

0.80 

T  Rowe  Price  US  Treasury  Intermed* 

C 

B 

-2.2 

0.79 

Strong  Income  Fund* 

D 

B 

-1.3 

1.10 

Prime  Income  Trustt 

F 

A+ 

7.6 

1.45 

Strong  Short-Term  Bond* 

D 

A 

-1.6 

0.80 

Princor  Government  Sees  Income 

B 

D 

-4.9 

0.93 

SunAmerica  High  Income-A  (J) 
SunAmerica  US  Government  Secs-A 

C 

C 

-8.9 
-0.4 

1.72      • 
1.35 

Prudential  GNMA  Fund-A 

D 

B 

-2.0 

1.00 

D 

A 

Prudentiaj  Government  Income-A 

B 

D 

-4.1 

0.84 

Templeton  Global  Governments  Inct  (1)  C 

C 

-2.9 

1.05 

Prudential  Govt  Secs-lntermed 

0 

B 

-2.5 

0.80 

Templeton  Global  Incomet  (I) 

C 

B 

-2.4 

0.79 

Prudential  High  Yield-A  (J) 

D 

C 

-2.3 

0.76 

Templeton  Income  Fund  (1) 

C 

C 

-3.6 

1.18 

Prudential  Intermed  Global  Inc-A  (1) 

D 

B 

-7.1 

1.41 

Thornburg  Limited  Term  US  Govt 
Transamerica  Income  Sharest 

D 

B 

-2.1 

0.95 
0.69 

Prudential  Structured  Maturity-A 

0 

A 

-1.1 

0.80 

A 

C 

-4.6 

Prudential  US  Government-A 

A 

F 

-5.4 

0.96 

20th  Century  Long-Term  Bond* 

A 

0 

-4.4 

1.00 

Putnam  Adjustable  Rate  US  Govt-A 

F 

A 

-0.2 

1.07 

20th  Century  US  Governments  S-T* 

D 

B 

-0.4 

1.00 

Putnam  American  Government-A 

D 

D 

-2.9 

0.91 

United  Bond  Fund 

A 

D 

-5.7 

0.65 

Putnam  Diversified  Income-A 

B 

B 

-5.6 

1.21 

United  Government  Securities 

B 

D 

-3.9 

0.75 

Putnam  Federal  Income-A 

C 

D 

-3.1 

1.05 

United  High  Income  (J) 

C 

D 

-3.6 

0.78 

Putnam  Global  Governmental  Inc-A  (1) 

C 

D 

-10.0 

1.27 

United  High  Income  II  (J) 

D 

B 

-4.1 

0.88 

Putnam  High  Inc  Convert  &  Bondt 

C 

A+ 

-2.6 

1.03 

US  Government  Securities 

C 

C 

-4.6 

0.78 

Putnam  High  Yield  Advantage-A  (J) 

A 

B 

-5.1 

0.96. 

USAA  Mutual-Income* 

A 

D 

-5.2 

0.41 

Putnam  High  Yield  Trust-A  (J) 

C 

B 

-4.7 

0.92 

UST  Master  Funds-Managed  Income 

A 

D 

-5.5 

0.90 

Putnam  Income  Fund-A 

C 

B 

-3.3 

0.77 

Value  Line  US  Government  Sees* 

C 

D 

-10.6 

0.63 

Putnam  Intermediate  Govt  Incomet 

B 

C 

-4.2 

0.89 

Van  Eck  World  Income-A  (1) 

B 

D 

-2.8 

1.27 

Putnam  Master  Incomet 

B 

B 

-4.6 

0.92 

Van  Kampen  High  Yield-A  (J) 

C 

D 

-3.4 

1.32        * 

Putnam  Master  Intermediate  Incomet 

B 

B 

-4.9 

0.96 

Van  Kampen  Intermediate  High  Inct 

F 

A+ 

-2.5 

1.04        0 

Putnam  Premier  Incomet 

B 

B 

-4.7 

0.86 

Van  Kampen  Limited  Term  High  Inct 

C 

A 

-5.7 

1.05 

Putnam  US  Govt  Income-A 

D 

B 

-2.5 

0.88 

Van  Kampen  Prime  Rate  Incomet 

D 

A+ 

6.7 

1.53 

Quest  for  Value-US  Govt  Income-A 

C 

C 

-3.1 

1.15 

Van  Kampen  US  Government-A 

C 

C 

-5.1 

0.87 

Scudder  GNMA  Fund* 

C 

C 

-3.1 

0.87 

Vanguard  Fixed  Inc-GNMA* 

C 

B 

-1.0 

0.28 

Scudder  Income  Fund* 

A 

D 

-4.4 

0.92 

Vanguard  Fixed  Inc-High  Yield  (J) 

D 

A 

-1.7 

0.32 

Scudder  International  Bond*  (1) 

A 

C 

-8.6 

1.27 

Vanguard  Fixed  Inc-Long  Term* 

A+ 

D 

-5.3 

0.30 

Scudder  Short  Term  Bond* 

D 

A 

-2.9 

0.68 

Vanguard  Fixed  Inc-L-T  US  Treas* 

A+ 

F 

-7.8 

0.26 

Security  Income-Corporate  Bond-A 

A 

D 

-8.2 

1.02 

Vanguard  Fixed  Inc-S-T  Corp* 

D 

A 

-0.1 

0.26 

Sentinel  Government  Securities 

B 

C 

-4.3 

0.98 

Vanguard  Fixed  Inc-S-T  Federal* 

D 

B 

-0.9 

0.26 

Sierra-US  Government-A 

C 

C 

-5.9 

1.06 

Vanguard  Preferred  Stock* 

B 

C 

-7.9 

0.53 

Smith  Barney-US  Government  Secs-A 

C 

B 

-1.4 
-4.5 

0.49 
1.11 

Vanguard  Total  Bond  Market* 

B 

C 

-2.7 

0.18 

SBS  Income-High  Income-A  (J) 

C 

D 

Vista  US  Government  Income-A 

B 

D 

-4.5 

0.75 

SBS  Invest-Government  Secs-A 

A 

D 

-2.8 

1.07 

Voyageur  US  Government  Securities 

A 

D 

-5.5 

0.96 

SBS  Invest-lnvest  Grade  Bond-A 

A+ 

F 

-8.9 

1.11 

WPG  Government  Securities* 

C 

D 

-8.8 

0.81 

SBS  Managed  Governments-A 

B 

C 

-1.8 

1.22 

Zenix  Income  Fundt 

C 

A 

-10.1 

2.52 

All  data  through  Dec  31, 1994.    *No  load, 
Sources:  Forbes;  Upper  Analytical  Services; 

no  12b-l  fee.    tClosed-end.    iCIosed  to  new  inve 
Morningstar,  Inc.;  CDA/Wiesenberger. 

stors.    (1):  International  bond.    (J):  Junk  bond. 
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More 
Good  News 

from 

THAILAND 


:3i 


A  business  trip  to  Thailand  is  always  a  memorable 
and  pleasant  experience.  Not  only  can  you  meet  all  your  business 
needs,  you  can  also  enjoy  one  of  Asia's  most  facinating  cultures 
and  one  of  the  orient's  most  exciting  cities   -  Bangkok1. 

Visit  one  of  the  following  annual  shows  and  experience 
why  more  and  more  international  buyers  and  entrepreneurs 
are   making   Thailand  thier   "must  attend"   destination. 

You  are  invited  to  : 

&    Bangkok  Ready  to  Wear  &  Fashion  Accessories  '95 

•Garments,  Fashion  16-18  Jan  '95 
<*     Bangkok  Gems  &  Jewelry  Fair '95 

■Gemstones,  Jewelry  5-8  March  '95,  September  '95 
tt    Bangkok  International 

Gift,  Decorative  &  Houseware  '95 

■Household  Products,  Decorative  Items  1 8-20  April  '95 
it    Thailand  Food  Fair  '95 

-Food  Products  25-28  June  '95 
fc     Thailand  Printing  Service  Exhibition  '95 

-Printing  Service  2 1  -24  September  '95 


The  Department  of  Export  Promotion  proudly 
presents  The  Thailand  Permanent  Exhibition  Hall. 

Specifically  designed  to  offer  foreign  buyers  efficient 
one-stop  sourcing,  the  Permanent  Exhibition  Hall  is  much 
more  than  just  an  export  showcase.  It  offers  foreign  buyers 
a  complete  range  of  services  including  trade  information 
enquiries  and  detailed  product  viewing,  negotiating 
rooms  and  office  support  facilities.  The  products  displayed 
are  a  representative  cross-section  of  the  quality 
manufactured  goods  available  for  export  from  Thailand. 

Thailand -Your  'fault  aUe+JH  Destination! 


<^fTHAILAND 
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Department  of  Export  Promotion 
Ministry  of  Commerce 

22  77  Racnaaatusek  Road  Bangkok  Thailand  10900 

Tel    <662-51i-5066-77  513-1909  Telex    82354  DEPEP  TH  Fa«    1662)512-1079  513-1 
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Municipal 

bond 

funds 


There  was  good  news  and  bad  news  for  municipal  bond 
fundholders  in  1994.  First  the  bad  news:  The  average  fund 
lost  5.4%  as  interest  rates  rose  and  Orange  County  went 
bust.  But  the  good  news  is  good  indeed:  Munis  now  yield 
86%  as  much  as  comparable  Treasurys,  near  the  top  of  their 
historic  range.  With  the  supply  of  new  issues  likely  to  fall 
this  year — to  $150  billion  or  so,  versus  $160  billion  in 
1994  and  $290  billion  in  1993 — prices  could  start  to  rise 
again.  Says  Thomas  Kenny,  who  runs  $39  billion  in  muni 
funds  at  Franklin  Templeton  Group  in  San  Mateo,  Calif.: 
"We've  never  seen  such  a  confluence  of  favorable  factors: 
lower  supply,  attractive  yields  relative  to  Treasurys  and 
interest  rates  that  should  be  fairly  stable." 

But  don't  just  throw  a  dart.  Study  the  downmarket  and 
upmarket  rankings  and  look  for  low  management  charges. 
Don't  reflexively  bite  at  sales  talk  about  the  triple-tax-free 
joys  of  single -state  munis.  In  states  with  low  income  taxes, 
the  extra  tax  advantage  over  a  national  muni  fund  may  not 
make  up  for  the  money  you  may  be  losing  in  higher 
management  fees  on  a  local  fund.  In  high-tax  states,  you 
indeed  get  a  nice  tax  advantage  from  local  bonds — but  you 
may  be  exposing  yourself  to  deteriorating  credit  ratings. 
New  York  funds  are  the  glaring  example  here. 

Note  that  here,  as  in  our  taxable  bond  tables,  a  high 
upmarket  grade  indicates  portfolios  with  a  very  long 
average  maturity,  while  a  high  downmarket  grade  denotes 
a  short  average  maturity.  Strong  upmarket  performers  will 
thrive  if  interest  rates  fall  or  stay  put;  the  downmarket  stars 
will  do  best  if  rates  rise. 

Unlike  Treasury  bonds,  most  munis  are  callable,  mean- 
ing that  the  issuer  can  force  an  early  redemption.  It  will  do 
so  if  interest  rates  go  down  to  well  below  the  coupon  on 
the  bond.  Funds  differ  in  the  degree  to  which  they  avoid 
this  problem  by  holding  discounted  bonds — those,  that  is, 
that  are  unlikely  to  be  called.  If  you  are  betting  on  a  long- 
maturity  muni  fund  because  you  think  interest  rates  are 
headed  down,  don't  get  into  a  fund  that  will  disappoint 
you  in  the  next  rally.  Look  for  a  fund  whose  portfolio  (in 
the  annual  or  semiannual  financial  statement)  shows  a 
relatively  large  number  of  bonds  valued  at  a  discount  to  par 
value,  and  few  valued  at  a  premium. 

We  measure  tax-exempt  bond  funds  against  a  Lehman 
Brothers  market  index.  For  the  last  60  months,  we  blend 
all  the  bullish  months  into  an  upmarket  composite  grade 
for  the  fund,  and  all  the  bearish  months  into  a  downmarket 
composite.  Funds  need  at  least  $100  million  in  assets  and  a 
five-year  performance  record  for  inclusion. 


Fund 


Performance    12-month     Annualized 


UP    DOWN 
—markets— 

total 
return 

expenses 
per  $100 

AARP  Insured  T-F  Income-Genl  Bond 
ABT  Southern  Master-FIa  T-F 
AIM  Municipal  Bond-A 
Alliance  Muni  Income-Calif-A 
Alliance  Muni  Income-Ins  Calif-A 

■  A 
A 
A 
D 
C 

F 
C 
D 
B 
D 

-6.2% 
■4J& 

-3.8 
-10.1 
-11.0 

$0.72 
0.56 
0.91 
0.74 
0.94 

Alliance  Muni  Income-Ins  Natl-A 
Alliance  Muni  Income-National-A 
Alliance  Muni  Income-New  York-A 
Ambassador  T-F  Intermed-Retail-A 
American  Capital  Muni  Bond-A 

B 
B 
D 
F 
C 

D 
C 
B 
A 
C 

-9.2 
-9.6 
-10.1 
-2.9 
-3.5 

0.2 
-3.4 
-1.1 
-5.3 
-6.5 

-3.7 
-6.4 
-2.4 
-2.4 
-8.3 

0.73 
0.65 
0.68 
0.84 
0.91 

American  Capital  T-E-High  Yield-AJ 
American  Capital  T-E-lnsured-A 
Apex  Municipal  Fundt 
Benham  Calif  Municipal  High  Yield* 
Benham  Calif  Tax-Free  Insured* 

0 
D 
F 
0 
A 

A 
A 
A 
A 
0 

1.03 
1.07 
0.88 
0.51 
0.49 

Benham  Calif  Tax-Free  Intermediate* 
Benham  Calif  Tax-Free  Long-Term* 
Bernstein  Diversified  Municipal* 
Bernstein  New  York  Municipal* 
California  Tax-Free  Income* 

D 
A 
D 
D 
B 

A 
D 
A 
A 
C 

0.48 
0.48 
0.69 
0.69 
0.60 

Calvert  Tax-Free  Reserves-Limited-A 
Churchill  Tax-Free  Fund  of  Kentucky 
Colonial  Calif  Tax-Exempt-A 
Colonial  High  Income  Municipal! 
Colonial  Investment  Grade  Munit 

F 
D 
D 
D 
D 

A+ 

A 

B 

A 

A 

2.4 
-3.3 
-7.3 
-1.3 
-4.1 

0.67 
0.59 
0.75 
0.97 
0.87 

Colonial  Mass  Tax-Exempt-A 
Colonial  Municipal  Income! 
Colonial  New  York  Tax-Exempt-A 
Colonial  Ohio  Tax-Exempt-A 
Colonial  Tax-Exempt-A 

B 
F 
D 
C 
D 

C 

A+ 

C 

C 

B 

-6.2 
-0.4 
-8.3 
-6.7 
-6.7 

0.64 
0.87 
0.62 
0.82 
1.02 

Colonial  Tax-Exempt  Insured-A 
Columbia  Municipal  Bond* 
Common  Sense-Municipal  Bond 
Composite  Tax-Exempt  Bond-A 
Dean  Witter  Calif  Tax-Free  Income 

C 
C 
D 
B 
C 

C 
C 
B 
D 
C 

-6.6 
-4.7 
-4.3 

-6.5 
-6.0 

1.07 
0.58 
0.96 
0.81 
1.27 

1.27 
0.47 
0.89 
0.88 
0.70 

Dean  Witter  NY  Tax-Free  Inc 
Dean  Witter  Tax-Exempt  Securities 
Delaware  Group  Tax-Free  USA-A 
Delaware  Tax-Free  Pennsylvania-A 
Dreyfus  Calif  Tax-Exempt  Bond* 

C 
B 

,c 

D 
D 

C 
C 
B 
B 
C 

D 
B 
C 
C 
A 

-7.7 
-5.5 
-3.0 
-3.9 
-7.1 

Dreyfus  Insured  Municipal  Bond 
Dreyfus  Intermed  Muni  Bond* 
Dreyfus  Mass  Tax-Exempt  Bond* 
Dreyfus  Municipal  Bond* 
Dreyfus  Municipal  Incomet 

B 
D 
B 
C 

D 

no  12 

-8.6 
-4.6 

-6.0 
-7.0 
-5.5 

0.93 
0.70 
0.80 
0.68 
0.83 

All  data  through  Dec.  31,  1994.    *No  load, 

b-1  tee. 

tClosed-end. 
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^Closed  to  new  investors. 

Sources:  Forbes;  Upper  Analytical  Services;  Morningstar,  Inc.;  CDAAViesenberger. 
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Nicholas  -Applegate  has 
turned  the  world  upside  down! 


You'd  be  surprised  at  all  the  good  things  you  can  find 
when  you  turn  the  world  upside  down  and  give  it 
a  good  shake.  That's  why  Nicholas-Applegate  takes  a 
"bottom-up"  approach  to  global  investing— an  approach 
that  focuses  on  the  growth  prospects  of  individual 
companies,  rather  than  on  economic  trends. 

We  vigorously  shake  up  the  financial  data  on  over 
24,000  companies  worldwide  to  remove  the  distortions 
caused  by  accounting,  tax  and  cultural  differences.  This 
allows  us  to  compare  the  world's  top-ranked  companies 
to  each  other  regardless  of  what  country  or  industry 


they  are  in... and  choose  those  we  think  are  best  for 
our  Worldwide  Growth,  International  Growth,  and 
Emerging  Countries  mutual  funds. 

In  this  right-side  up  world,  you  just  may  find  more 
opportunities  if  you  turn  things  upside  down  for  a 
change.  To  find  out  more  about  our  international  funds, 
please  call  us.  We'll  send  you  a  fact  kit  with  a  prospectus 
containing  more  complete  information  about  charges, 
expenses  and  the  risks  associated  with  global  investing 
(including  political  and  currency  risks)  to  read  carefully 
before  you  invest.  Call  today  1-800-551-8043. 


Nicholas 


Applegate"  mutual  funds 


Nicholas-Applegate  Securities,  Distributor    600  West  Broadway,  30th  Floor    San  Diego,  CA  92101 
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MUNICIPAL  BOND  FUNDS 


Fund 

Performance 
UP    DOWN 
—markets— 

12-month 
total 
return 

Annualized 
expenses 
per  $100 

$0.72 
0.96 

(Veyfus  New  Jersey  Municipal  Bond 
Dreyfus  NY  Insured  Tax-Ex  Bond 

B 
C 

C 
C 

-6.0% 
-6.6 

Dreyfus  NY  Tax-Ex  Bond* 

C 

B 

-6.9 

0.71 

Dreyfus  NY  Tax-Ex  Intermed  Bond 

D 

A 

-5.1 

0.89 

Dreyfus  Short-lntermed  Muni  Bond 

F 

A+ 

-0.3 

0.74 

Dreyfus  Strategic  Municipal  Bondt 

D 

A 

-4.6 

0.85 

Dreyfus  Strategic  Municipals! 

0 

A 

-1.7 

0.87 

Dupree-Kentucky  Tax-Free  Income* 

D 

A+ 

-3.0 

0.69 

EV  Marathon  California  Munis 

0 

D 

-9.1 

1.67 

EV  Marathon  National  Municipals 

A 

D 

-8.1 

1.69 

EV  Municipal  Bond 

A 

D 

-7.3 

0.72 

Empire  Builder  Tax-Free  Bond 

C 

B 

-4.5 

0.98 

Fidelity  Advisor  High  Income  Muni 

C 

A 

-8.0 

0.92 

Fidelity  Calif  Tax-Free  High  Yield* 

D 

C 

-8.9 

0.57 

Fidelity  Calif  Tax-Free  Insured" 

B 

D 

-10.3 

0.48 

Fidelity  Mass  Tax-Free  High  Yield* 

C 

B 

-6.0 

0.54 

Fidelity  Michigan  Tax-Free  High  Yield 

k  B 

C 

-7.5 

0.59 

Fidelity  Minnesota  Tax-Free* 
Fidelity  NY  Tax-Free  High  Yieid* 
Fidelity  NY  Tax-Free  Insured* 

D 
C 
C 

C 
C 
C 

-5.9 
-8.0 
-7.9 

0.61 
0.58 
0.58 

Fidelity  Ohio  Tax-Free  High  Yield* 

B 

C 

-5.5 

0.57 

Fidelity  Tax-Free-Aggressive* 

D 

A 

-5.9 

0.64 

Fidelity  Tax-Free-High  Yield* 

C 

C 

-7.4 

0.56 

Fidelity  Tax-Free-Insured* 

A 

0 

-7.7 

0.61 

Fidelity  Tax-Free-Ltd  Term  Munis* 

D 

A 

-4.8 

0.57. 

Fidelity  Tax-Free-Municipal  Bond* 
First  Investors  Insured  Tax-Exempt 

B 
D 

D 
B 

-8.6 
-5.6 

0.49 

1.15 

First  Investors  NY  Insured  Tax-Free 

D 

B 

-5.0 

1.27 

Flagship  Tax-Ex-AII-American-A 

A 

D 

-5.9 

0.62 

Flagship  Tax-Ex-Conn  Double-A 

B 

D 

-6.2 

0.65 

Flagship  Tax-Ex-Ga  Double-A 

B 

0 

-6.1 

0.70 

Flagship  Tax-Ex-Ky  Triple-A 

A 

D 

-5.4 

0.58 

Flagship  Tax-Ex-Limited  Term-A 

D 

A 

-1.9 

0.70 

Flagship  Tax-Ex-Michigan  Triple-A 

B 

D 

-5.0 

0.75 

Flagship  Tax-Ex-Missouri  Double-A 

A 

D 

-6.1 

0.62 

Flagship  Tax-Ex-NC  Triple-A 

B 

C 

-5.6 

0.89 

Flagship  Tax-Ex-Ohio  Double-A 

B 

C 

-4.6 

0.93 

Flagship  Tax-Ex-Tennessee  Double-A 

B 

D 

-5.5 

0.76 

Flagship  Tax-Ex-Virginia  Double-A 

B 

C 

-5.5 

0.64 

Fortress  Municipal  Income 

D 

B 

-5.7 

1.09 

Franklin  Alabama  T-F  Income 

C 

B 

-4.4 

0.64 

Franklin  Arizona  T-F  Income 

C 

B 

-4.0 

0.54 

Franklin  Calif  Insured  T-F  Income 

D 

B 

-5.3 

0.54 

Franklin  Calif  T-F  Income 
Franklin  Colorado  T-F  Income 


-2.8 

-5.4 


0.49 
0.64 


All  data  through  Dec.  31,1994.    *No  load,  no  12b-l  fee.    tClosed-end.    {Closed  to  new 
investors.    Sources  Forbes;  Upper  Analytical  Services;  Mormngstar,  Inc.:  CDA/Wiesenberger. 


160 


Fund 


Performance    12-month     Annualizec 
UP    DOWN        total  expenses 

—markets—      return         per  $100 


Franklin  Connecticut  T-F  Income 

C 

C 

-5.4% 

$0.65 

Franklin  Federal  T-F  Income 

C 

B 

-3.7 

0.52 

Franklin  Florida  T-F  Income 

c 

B 

-3.3 

0.52 

Franklin  Georgia  T-F  Income 

c 

B 

-3.7 

0.69 

Franklin  High  Yield  T-F  Income 

c 

A 

-2.5 

0.53 

Franklin  Insured  T-F  Income 

c 

B 

-3.6 

0.52 

Franklin  Louisiana  T-F  Income 

c 

B 

4.8 

0.68 

Franklin  Maryland  T-F  Income 

c 

B 

-5.1 

0.66 

Franklin  Mass  Insured  T-F  Income 

c 

B 

-3.6 

0.60 

Franklin  Mich  Insured  T-F  Income 

c 

B 

-3.9 

0.54 

Franklin  Minn  Insured  T-F  Income 

D 

B 

-3.2 

0.60 

Franklin  Missouri  T-F  Income 

C 

B 

-5.1 

0.64 

Franklin  New  Jersey  T-F  Income 

c 

B 

-5.2 

0.57 

Franklin  New  York  T-F  Income 

c 

A 

-3.1 

0.52 

Franklin  NC  T-F  Income 

c 

B 

-5.7 

0.63 

Franklin  Ohio  Insured  T-F  Income 

c 

B 

-4.5 

0.56 

Franklin  Oregon  T-F  Income 

c 

B 

4.9 

0.58 

Franklin  Pennsylvania  T-F  Income 

c 

B 

-3.3 

0.56 

Franklin  Puerto  Rico  T-F  Income 

c 

B 

-4.3 

0.66 

Franklin  Texas  T-F  Income 

c 

B 

-2.8 

0.65 

Franklin  Virginia  T-F  Income 

c 

B 

-4.6 

0.62 

General  California  Municipal  Bond 

c 

B 

-7.0 

0.64 

General  Municipal  Bond 

A 

D 

-7.3 

0.82 

General  New  York  Municipal  Bond 

B 

C 

-7.2 

0.69 

Hancock  Calif  T-F  Income-A 

C 

B 

-9.3 

0.69 

Hancock  Freedom  Mngd  Tax-Ex-A 

A 

0 

-5.2 

0.70 

Hancock  High  Yield  Tax  Free-A 

C 

C 

-5.0 

2.06 

Hancock  Tax-Exempt  Income-A 

B 

D 

-5.9 

1.27 

Hawaiian  Tax-Free  Trust 

D 

B 

4.7 

0.74 

IDS  California  Tax-Exempt 

C 

C 

-5.2 

0.61 

IDS  High  Yield  Tax-Exempt 

D 

C 

-5.0 

0.61 

IDS  Insured  Tax-Exempt 

A 

D 

-6.1 

0.65 

IDS  Minnesota  Tax-Exempt 

C 

B 

4.4 

0.66 

IDS  New  York  Tax-Exempt 

C 

B 

-5.1 

0.65 

IDS  Tax-Exempt  Bond 

B 

F 

-7.4 

0.63 

Intermediate  Municipal  Trust* 

D 

B 

-3.8 

0.61 

Invesco  T-F  Long-Term  Bond 

A 

D 

-5.5 

1.00 

Kemper  California  T-F  Income-A 

B 

4 

C 

-5.5 

0.74 

Kemper  Municipal  Bond-A 

A 

D 

-5  3 

0.47 

Kemper  Municipal  Incomet 

A+ 

D 

-6.6 

0.69 

Kemper  New  York  T-F  Income-A 

B 

B 

-5.0 

0.76 

Kemper  Strategic  Municipal  Inct 

C 

A 

0.2 

0.74 

Keystone  America  T-F  Income-A 

D 

C 

-7.7 

1.21 

Keystone  Tax-Exempt 

C 

D 

-7.1 

1.71 

Keystone  Tax-Freet 

C 

D 

-7.3 

1.66 

Forbes  ■  February  13,  l| 


Templeton  Global  Infrastructure  Fund 


Economic  building  blocks  can  be 
an  investor's  opportunity. 


To  build  and  maintain  a  healthy  econo- 
my, every  nation  needs  certain  necessities: 
roads,  bridges,  telephones,  electricity.  This 
infrastructure  allows  goods  and  services  to 
be  created,  transported  and  traded  nationally 
and  internationally.  The  better  the  infra- 
structure, the  better  the  chances  for  growth 
and  prosperity. 

Supporting  infrastructure-related 
industries  could  offer  long-term  capital 
growth  opportunities  to  investors.  The 
Templeton  Global  Infrastructure  Fund 
seeks  to  take  advantage  of  this  potential 
worldwide.  The  fund's  portfolio  managers 
search  for  stocks  that  are  undervalued  in 
today's  market  but  show  strong  possibilities 
for  growth/ 

Mail  in  the  postage-paid  card  or  call 
Templeton  today  for  a  free  brochure. 


f Foreign  investing  involves  special  risks  including  currency  fluctuations 
and  political  uncertainty. 

Principal  Underwriter:  Franklin  Fempleton  Distributors,  Inc. 


JfeZZZZ"**^ 


Call  1-800- 

342-FUND 
Ext.    T557 


Templeton  Worldwide 

700  Central  Avenue 
St.  Petersburg,  FL  33701-3628 

l^p-)/ I  would  like  a  free  prospectus 
containing  more  complete  information  on  the 
Templeton  Global  Infrastructure  Fund, 
including  sales  charges  and  expenses.  I  will 
read  it  carefully  before  I  invest  or  send  money. 

D    I  am  currently  a  Templeton  shareholder. 


Addr 


State/Zip 
Daytime  Phone 


FOB95 
T557 


Templeton 

■■-WORLDWIDE 


A  Member  of  the  $114  Billion  Franklin  Templeton  Group 


MUNICIPAL  BOND  FUNDS 


Fund 


Performance    12-month     Annualized 
UP    DOWN       total         expenses 
—markets—      return        per  $100 


Landmark  New  York  T-F  Income 

C 

C 

-7.5% 

$0.80 

Liberty  Financial  Tax-Free  Bond 

C 

B 

-4.6 

0.55 

Liberty  Municipal  Securities-A 

c 

B 

-3.8 

0.84 

Lord  Abbett  Calif  T-F  Income 

B 

D 

-10.5 

0.66 

Lord  Abbett  T-F  Income-Natl 

B 

0 

-8.2 

0.86 

Lord  Abbett  T-F  Income-New  York 

C 

C 

-9.2 

0.83 

Lord  Abbett  T-F  Income-Texas 

A 

D 

-6.9 

0.50 

Lutheran  Brotherhood  Muni  Bond 

B 

C 

-6.6 

0.74 

MainStay-Tax-Free  Bond 

C 

D 

-6.0 

1.20 

Merrill  Lynch  Calif  Muni  Bond-A 

B 

C 

-7.1 

0.62 

Merrill  Lynch  Muni-lnsured-A 

A 

0 

-6.8 

0.42 

Merrill  Lynch  Muni-Ltd  Maturity-A 

F 

A+ 

1.4 

0.40 

Merrill  Lynch  Muni-National-A 

B 

D 

-6  5 

0.55 

Merrill  Lynch  Muni  Intermed  Term-A 

C 

C 

-3.7 

0.75 

Merrill  Lynch  NY  Muni  Bond-A 

B 

C 

-8.6 

0.64 

MetLife-State  Street  Tax-Exempt-A  B  D 

MFS  California  Municipal  Bond-A  B  C 

MFS  Maryland  Municipal  Bond-A  D  C 

MFS  Mass  Municipal  Bond-A  C  C 

MFS  Municipal  Bond-A  A  D 

MFS  Municipal  High  Income-At  D  A 

MFS  Municipal  Incomet  F  A+ 

MFS  New  York  Municipal  Bond-A  B  C 

MFS  North  Carolina  Muni  Bond-A  B  D 

MFS  South  Carolina  Muni  Bond-A  C  D 

MFS  Tennessee  Municipal  Bond-A  D  B 

MFS  Virginia  Municipal  Bcnd-A  C  C 

MFS  West  Virginia  Muni  Bond-A  C  C 

Midwest  Group  T-F-lntermed  Term-A  D  A 

Municipal  High  Incomet  D  A 

Municipal  Incomet  D  A 

Municipal  Income  lit  D  A 

Municipal  Income  Opport  F  A 

Municipal  Income  Oppor  lit  D  A 

Municipal  Premium  Incomet  A+  D 

MuniEnhanced  Fundt  A+ 

MuniVest  Fundt  A+  F 

Nationwide  Tax-Free  Income  C  D 

New  England  Mass  T-F  Income-A  C  C 

New  England  Tax-Exempt  Income-A  B  D 

New  York  Muni  Fund  D  F 

Nuveen  Calif  Insured  T-F  Value  A  D 

Nuveen  Calif  Muni  Valuet  D  A+ 

Nuveen  Calif  Performance  Plus  Munit   A  C 

Nuveen  Calif  Tax-Free  Value  C  B 


-6.9 
-8.1 
-6.1 
-5.7 
-6.9 

-2.9 
3.6 
-6.1 
-6.3 
-5.7 

-4.1 
-6.7 
-5.3 
-2.9 
-1.5 

-2.5 

-2.7 

3.9 

1.1 
-6.2 

-9.5 
-9.1 
-9.1 
-7  4 
-81 

-20.5 
-6.9 
-1.4 
-5.8 
-6.5 


1,25 
1.19 
0.59 

1.10 
1.33 
0.93 
1.19 
1.22, 

1.29 
1.18 

1.24 


0.67 
0.75 
1.22 
1.01 
1.23 

0.68 
0.48 
0.98 
0.85 
0.91 


Fund 


Nuveen  Insured  Municipal  Bond 
Nuveen  Municipal  Advantaget 
Nuveen  Municipal  Bond 
Nuveen  Municipal  Valuet 
Nuveen  New  York  Insured  T-F  Value 


Performance  12-month  Annualized 
UP  DOWN  total  expenses 
-markets—      return        per  $100   |l| 


A  D 

F  A+ 

D  A 

D  A 

B  C 


Nuveen  NY  Muni  Valuet  D 

Nuveen  NY  Performance  Plus  Munit  A+ 

Nuveen  New  York  Tax-Free  Value  C 

Nuveen  Ohio  Tax-Free  Value  A 

Nuveen  Performance  Plus  Munit  A 

Nuveen  Premium  Income  Munit  C 

Oppenheimer  Calif  Tax-Exempt-A  C 

Oppenheimer  New  York  Tax-Exempt-A  D 

Oppenheimer  Tax-Free  Bond-A  B 

Overland  Express  Calif  T-F  Bond-A  B 

Pacific  Horizon-Calif  Tax-Ex  Bond  C 

PaineWebber  California  T-F  Income-A  B 

PaineWebber  Muni  High  Income-A  B 

PaineWebber  National  T-F  Income-A  B 

Phoenix  Calif  Tax-Exempt  Bonds  D 

Phoenix  Multi-Tax-Exempt  Bond-A  A 

Pierpont  Tax-Exempt  Bond*  D 

Pioneer  Tax-Free  Income  A 

Piper  Funds-Minnesota  Tax-Exempt  B 

Premier  California  Muni  Bond-A  B 

Premier  Municipal  Bond-A  A 

Premier  New  York  Municipal  Bond-A  B 

Premier  State  Muni-Connecticut-A  B 

Premier  State  Muni-Florida-A  B 

Premier  State  Muni-Maryland-A  B 


Premier  State  Muni-Michigan-A 
Premier  State  Muni-Minnesota-A 
Premier  State  Muni-Ohio-A 
Premier  State  Muni-Pennsylvania-A 
T  Rowe  Price  Calif  T-F  Income  Bond* 

T  Rowe  Price  Maryland  T-F  Bond* 

T  Rowe  Price  New  York  T-F  Bond* 

T  Rowe  Price  T-F  High  Yield* 

T  Rowe  Price  T-F  Income* 

T  Rowe  Price  T-F  Short-Intermediate* 


All  data  through  Dec.  31, 1994.    *No  load,  no  12b-l  fee.    tClosed-end. 


2.05  Princor  Tax-Exempt  Bond 

0.71  Prudential  Calif  Municipal-Calif-A 

0.82  Prudential  Muni  Bond-High  Yield-A 

0.81  Prudential  Muni  Bond-lnsured-A 

0  73  Prudential  Muni-New  Jersey-A 

tClosed  to  new  investors. 


Sources.-  Forbes;  Lipp-"  AnaMical  Services;  Morningstar,  Inc.;  CDA/Wiesenberger. 
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C 

D 
B 

A 
D 

A+ 


-6.3% 

-4.8 

-1.9 

-1.7 

-6.1 

-1.5 
-4.5 
-6.0 
-5.2 
-2.9 

-4.6 
-8.5 
-8.8 
-9.2 
-4.3 

-6.1 
-8.0 
-7.7 
-7.1 
-5.2 

-7.4 
-2.8 
-6.3 
-5.5 
-6.0 

-6.4 
-6.7 
-5.7 

-4.5 
-4.8 

-4.6 

-4.4 
-4.1 
-5.3 
-5.7 

-5.0 
-5.9 
-4.4 
-5.5 
0.3 

-9.4 
-5.9 
-3.0 
-5.3 
-6.0 


$0.65 
0.77 
0.62 
0.74 
0.68 

0.85 
0.84 
0.75 
0.75 
0.76 

0.79 
0.97 
0.91 
0.88 
0.69 

0.96 
0.90 
1.03 
0.89 
0.85 

0.75 
0.74 
0.86 
0.89 
0.78 

0.85 
0.78 
0.80 
0.80 
0.80 

0.81 
0.80 
0.81 
0.81 
0.60 

0.57 
0.60 
0.79 
0.59 
0.60 

0.89 
0.77 
0.69 
0.71 
0.58 


Forbes  ■  February  13,  19' 


I'm  putting  money 

oward  my  retirement 

tut  I'm  conservative  — 


If  you'd  like  to  be  cautious  with  your  retirement 
investments,  yet  are  looking  for  high  yields,  consid- 
er the  Dreyfus  BASIC  U.S.  Government 
Money  Market  Fund.  And  if  you'd  like 
clear  answers  to  your  questions  about 
retirement  planning,  ask  us.  /^ 


At  Dreyfus,  our  goal  is  to  make 
retirement  investing  simple.  So  call  us 
with  your  concerns  . . .  and  also  ask  for  our  free 
handbook,  The  Dreyfus   Personal  Retirement 
Guide,  available  to  you  without  obligation. 


Ask  Dreyfus 


Dreyfus  Retirement  Program 

No-Fee  IRA* 

Over  30  no-load  choices  for  your  IRA 
Seven  newly  available  stock  funds 
Help  from  skilled  Retirement  Specialists 

The  Dreyfus  Trust  Company,  as  custodian,  is  waiving  its  Dreyfus 
IRA  annual  maintenance  fee  for  mutual  fund  IRA  accounts  total- 
ing 85,000  or  more  on  the  valuation  date  prior  to  the  fee  billing.  All 
fees  as  described  in  each  Fund's  Prospectus  still  apply.  If  this  waiv- 
er is  terminated,  Dreyfus  IRA  investors  will  receive  notice. 


A  Higher- Yielding  Choice  For 
Your  IRA  or  Keogh 


Dreyfus  BASIC  U.S.  Government 
Money  Market  Fund 

This  Fund  is  designed  to  offer  higher  current 
yields  with  the  added  credit  safety  of  a  portfolio 
consisting  of  U.S.  Government  securities.  It  was 
ranked  #2  of  the  102  money  market  funds  in 
the  U.S.  Government  and  Agencies  Category  as 
reported  in  IBC/Donoghue's  Money  Fund 
Report  for  the  7-day  period  ended  12/27/94.t 
Call  to  learn  today's  high  yield. 

f  During  this  period  certain  fees  were  being  waived  by  The 
Dreyfus  Corporation. This  waiver  may  be  terminated  or  mod- 
ified. Had  these  expenses  not  been  absorbed,  the  Fund's  rank- 
ing would  have  been  lower.  Past  performance  is  no 
guarantee  of  future  results.  The  market  value  of  the  port- 
folio securities  is  not  guaranteed.  Higher  minimum  initial 
investment  and  transaction  costs  lower  Fund's  operating  costs. 


For  more  complete  information  about  any  Dreyfus  Fund,  including 
management  fees,  charges  and  expenses,  ask  for  a  Prospectus.  Please 
read  it  carefully  before  you  invest. 

Mutual  fund  shares  are  not  insured  by  the  FDIC 
or  the  U.S.  Government.  There  can  be  no  assur- 
ance that  any  money  market  fund  will  be  able  to 
maintain  a  stable  net  asset  value  of  $1.00  per 
share  and  the  net  asset  value  and  investment 
return  of  all  bond  and  equity  mutual  funds  will 
fluctuate.  So  an  investor's  shares  may  be  worth 
more  or  less  than  original  cost  upon  redemption. 

©reyfus 

1-800-782-6620,  ex..  4ioi 


MUNICIPAL  BOND  FUNDS 


■i 


£m 


Fund 


Prudential  Muni-New  York-A 
Prudential  Muni-Ohio-A 
Prudential  Muni-Pennsylvania-A 
Prudential  National  Municipals-A 
Putnam  Calif  T-E  Income-A 


Performance    12-month    Annualized 
UP    DOWN       total         expenses 
—markets—      return        per  $100 


B  C 

B  D 

A  0 

A  D 

B  C 


Putnam  High  Yield  Municipal  D  A 

Putnam  Invest  Grade  Munit  A+  D 

Putnam  Managed  Municipal  Incomet  A  B 

Putnam  Mass  T-E  Income  ll-A  C  B 

Putnam  Mich  T-E  Income  ll-A  D  B 

Putnam  Minn  T-E  Income  ll-A  D  B 

Putnam  Municipal  Income-A  D  A 

Putnam  New  York  T-E  Income-A  A  0 

Putnam  Ohio  T-E  Income  ll-A  D  B 

Putnam  Pennsylvania  T-E  Income-A  C  B 

Putnam  T-E  Income-A  A  F 

Putnam  Tax-Free  Income-High  Yield  D  A 

Putnam  Tax-Free  Income-Insured  B  D 

Rochester  Fund  Municipals  C  B 

Safeco  Municipal  Bond*  A  F 

Scudder  California  Tax-Free*  A  D 

Scudder  High  Yield  Tax-Free*  A  D 

Scudder  Managed  Municipal  Bonds*  A  D 

Scudder  Massachusetts  Tax-Free*  A+  F 

Scudder  Medium  Term  Tax-Free*  D  A 


Scudder  NY  Tax-Free*  A 

Seligman  Calif  Tax-Ex-Quality-A  A 

Seligman  Tax-Exempt-Mas-  -A  B 

Seligman  Tax-Exempt-Michigan-A  B 

Seligman  Tax-Exempt-Minnesota-A  C 

Seligman  Tax-Exempt-National-A  A 

Seligman  Tax-Exempt-Ohio-A  B 
Seligman  Tax-Exempt-SC-A 
Sierra-Calif  Municipal-A 
Sit  Tax-Free  Income* 

Smith  Barney  Muni-California-A  B 

Smith  Barney  Muni-Limited  Term-A  D 

Smith  Barney  Muni-National-A  B 

SBS  California  Municipals-A  B 

SBS  Income-T-E  Income-A  C 

SBS  Managed  Municipals-A  A+ 

SBS  New  Jersey  Municipals-A  A 

SBS  New  York  Municipals-A  D 

Spartan  California  Muni  High  Yield*  D 

Spartan  Connecticut  Muni  High  Yield*  B 


A  F 

B  C 

B  D 

C  C 

D  A+ 

B  B 

D  A 

B  C 

B  C 


D 


-6.4% 

-4.8 

-5.9 

-6.2 

-6.7 

-4.2 
-7.1 
-«.5 

-6.1 
-5.4 

-5.4 
-6.4 
-7.4 
-4.8 
-4.8 

-7.9 
-5.7 
-6.0 
-8.3 
-8.3 

-7.3 
-8.4 
-6.0 
-6.2 
-3.5 

-7.2 
-8.3 
-4.4 
-4.8 
-2.5 

-9.9 

-4.9 

-6.7 

-8.6. 

-0.6 

-5.6 
-1.4 
-5.8 

-6.7 
-6.0 

-4.5 
-7.0 
-6.6 
-9.0 
-7.0 


$0.74 
0.84 
0.75 
0.69 
0.69 

1.17 
1.40 
1.22 
0.96 
0.99 

1.03 
0.97 
0.76 
0.99 
0.91 

0.74 
1.45 
1.53 
0.75 
0.52 

0.78 
0.92 
0.63 
0.07 
0.14- 

0.82 
0.82 
0.88 
0.83 
0.90 

0.86 
0.85 
0.85 
0.79 
0.77 

0.51 
0.53 
0.52 
0.80 
0.84 

0.72 
0.83 
0.78 
0.52 
0.55 


Fund 


Performance  12-month  Annualized 
UP  DOWN  total  expenses 
—markets—      return        per  $100 


Spartan  New  Jersey  Muni  High  Yield*  B  C 

Spartan  Penn  Muni  High  Yield*  B  C 

Spartan  Short-Intermediate  Muni*  F  A+ 

SteinRoe  High  Yield  Municipals*  D  B 

SteinRoe  Intermediate  Municipals*  C  B 

SteinRoe  Managed  Municipals*  B  C 

Strong  Municipal  Bond*  B  C 

SunAmerica  Tax-Exempt  Insured-A  D  A 

Tax-Exempt  Bond  Fund  of  America  B  C 

Tax-Exempt  Fund  of  California  C  B 

Tax-Free  Fund  of  Colorado  C  B 

Tax-Free  Trust  of  Arizona  D  B 

Tax-Free  Trust  of  Oregon  D  B 

Thornburg  Limited  Term  Muni-Calif  F  A 

Thornburg  Limited  Term  Muni-Natl  D  A+ 

United  Municipal  Bond  A+ 

United  Municipal  High  Income  C 

USAA  Tax-Exempt-California  Bond*  B 

USAA  Tax-Exempt-Intermediate*  D 

USAA  Tax-Exempt-Long-Term*  B 

USAA  Tax-Exempt-Short-Term*  F 

UST  Master  Tax-Exempt-Intermediate  D 

Value  Line  Tax-Exempt-High  Yield*  B 

Van  Kampen  Calif  Ins  Tax-Free-A  B 

Van  Kampen  Insured  Tax-Free-A  B 

Van  Kampen  Municipal  Incomet  A  D 

Van  Kampen  Penn  Tax-Free  Income-A  B  C 

Van  Kampen  Tax-Free  High  Income-A  F  A 

Vanguard  California  T-F-lnsured  L-T*  A+  F 

Vanguard  Muni  Bond-High  Yield*  A+  F 

Vanguard  Muni  Bond-Insured  L-T*  A+  F 

Vanguard  Muni  Bond-Intermediate*  B  C 

Vanguard  Muni  Bond-Limited  Term*  D  A+ 

Vanguard  Muni  Bond-Long-Term*  A+  F 

Vanguard  Muni  Bond-Short-Term*  F  A+ 

Vanguard  NJ  Tax-Free-Insured  L-T*  A+  F 

Vanguard  New  York  Insured  T-F*  A  D 

Vanguard  Penn  Tax-Free-Insured  L-T*.  A  D 

Venture  Muni  (  +  )  Plus  D  A 

Vista  New  York  Tax-Free  Income-A  B  C 

Vista  Tax-Free  Income-A  A+  D 

Voyageur  Colorado  Tax-Free-A  D  B 

Voyageur  Minnesota  Insured-A  D  A 

Voyageur  Minnesota  Tax-Free-A  0  A 


All  data  through  De-.  31, 1994.    *Noload,  no  12b-l  fee.    tClosed-end,    iCIosed  to  new  investors. 
Sources:  Forbes;  Upper  Analytical  Services;  Morningstar,  Inc.;  CDA/Wiesenberger. 
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-5.7% 
-5.0 
-0.1 
-4.0 

-3.5 

-5.5 
-4.6 
-4.0 

-4.8 
-5.1 

-3.8 
-5.3 
-3.7 
-2.1 
-1.5 


-9.0 
-5.7 
-4.9 
-5.7 
-5.1 

-5.9 
-2.1 

0.1 
-5.8 

1.6 

-5.2 
-5.6 
-4.5 
2.3 
-6.1 

-7.6 
-9.1 
-7.9 
-6.7 


$0.55 
0.55 
0.55 

0.76 
0.71 

0.65 
0.70 
1.28 
0.69 
0.71 

0.53 
0.70 
0.68 
1.00 
0.95 


Forbes  ■  February  13,  19' 


F 

-7.1 

0.64 

A 

-3.1 

0.76 

D 

-9.3 

0.44 

B 

-4.0 

0.40 

C 

-7.9 

0.38 

A+ 

0.8 

0.43 

A 

-4.1 

0.64 

D 

-6.9 

0.58 

C 

-8.6 

0.69 

D 

-6.3 

0.84 

0.82 
0.71 
1.03 
0.19 
0.20 

0.20 
0.20 

0.20 
0.20 
0.20 

0.20 
0.19 
0.20 
2.07 
0.76 

0.58 
0.75 
0.70 
1.02 


SURE,    YOU'VE    GOT 
A    FINANCIAL    PLAN. 
WORK    LIKE    A    DOG    AND 
HOPE    FOR    THE    BEST. 

SOME    PLAN! 

And  that's  a  shame.  Because  planning  can  help  you 
get  the  things  you  want. 

When  it's  done  right— with  a  Merrill  Lynch  financial 
plan  and  a  Merrill  Lynch  Financial  Consultant. 

The  difference  is  planning. 

Your  Financial  Consultant  will  help  you  create  a 
financial  plan  that  will  make  a  difference.  Help  you 
pay  for  your  kids'  education.  Enjoy  a  comfortable 
retirement.  Save  on  taxes.  Even  afford  those  little 
luxuries  that  make  life  more  livable. 

Take  control  of  your  future. 

A  plan  from  Merrill  Lynch  isn't  just  about  stocks  and 
bonds.  It  helps  you  take  control  of  your  future  by  taking 
into  account  your  whole  financial  life— everything  from 
your  mortgage  to  your  insurance.  Merrill  Lynch  has 
more  ways  to  make  your  plan  work  for  you  than  any 
other  firm.  So  we  can  help  all  those  different  parts  of 
your  financial  life  work  together. 

For  more  information,  call  1-800-637-7455,  ext.  8882. 

Because  there's  a  big  difference  between  planning  for 
the  future  and  hoping  everything  will  turn  out  all  right. 

The  difference  is  planning. 

The  difference  is  Merrill  Lynch. 


Merrill  Lynch 

A  tradition  of  trust. 


IW.i  Morrill  Lynch,  Pierce,  FcnncrSc  Smith  Inc.  Member 


An  unfortunate  side  effect  of  the  fortunes  made  on 
radio  spectrum  licenses  is  a  new  breed  of  scam  artist. 

Hang  up,  Mom! 


By  Fleming  Meeks 

On  the  phone  is  Raul  Bertran,  a 
boiler  room  operative  from  Commu- 
nications Consulting  in  Maitiand,  Fla. 
He's  cold-calling  me  in  hopes  of  get- 
ting me  to  part  with  at  least  $20,000 
for  two  general  partnership  units  in 
something  called  Mid-Tennessee  3rd 
Mobile  Partnership,  which  owns  li- 
censes to  operate  specialized  mobile 
radio  sendees  in  central  Tennessee.  If 
I  send  him  the  money,  Bertran  assures 
me,  I,  too,  can  build  a  fortune  on 
the  radio  waves — become  a  mini 
Craig  McCaw. 

One  depressing,  but  inevitable,  by- 
product of  the  well-publicized  for- 
tunes that  have  been  made  by  secur- 
ing radio  spectrum  licenses  from  the 
Federal  Communications  Commis- 
sion is  the  sprouting  of  outfits  like 
Mid-Tennessee  and  brokers 
like  Raul  Bertran. 

Often  promoted 
with  TV  infomer- 
cials,  these  get 
rich-quick 


outfits  employ  agents  who  troll  the 
phone  lines  for  suckers  dying  to  get  a 
piece  of  an  FCC  license  to  operate 
wireless  cable  TV,  radio  paging,  inter- 
active video,  low-power  television  or 
specialized  mobile  radio.  Commis- 
sions paid  to  the  cold-callers  tvpically 
run  25%  to  50%. 

People  should  know  better  than  to 
bite,  but  greed  often  overpowers 
common  sense.  A  year  ago  the  Federal 
Trade  Commission  shut  down  five 
interconnected  SMR  license  peddling 
outfits,  the  most  prominent  of  which 
was  New  York  City- based  Metropoli- 
tan Communications.  But  only  after 
4,600  investors  had  ponied  up  an 
estimated  $30  million. 


Close  the  doors,  the  hucksters 
come  in  the  windows:  John  Matti- 
more,  an  attorney  with  the  $ecurities 
&  Exchange  Commission  in  Miami, 
notes  that  a  Boca  Raton-based  outfii 
called  Comcoa  Ltd.  was  bringing  ir 
$250,000  a  day  peddling  specializec 
mobile  radio  deals  before  the  SEC  shui 
it  down  this  past  May.  In  all,  some 
1,200  investors  got  fleeced  for  over 
$17  million. 

What  of  Mid-Tennessee,  now  afte 
my  money?  Promoted  by  a  Carsoi 
City,  New  outfit  called  Advanced  Pri 
vate  Networks,  it  owns  specializec 
mobile  radio  licenses,  mostly  it; 
Knoxville,  Nashville  and  Chattanoo 
ga.  The  broker's  pitch  is  simple.  Bu\ 
into  the  licenses  now,  and  in  12  to  1 J 
months  Mid-Tennessee  will  flip  then 
to  Nextel  Communications 
the  big  specialized  mobil 
radio  operato 
that     Bertra: 


A  MISSISSIPPI  TRAFFIC  JAM 


c 


"One  of  the  things  that  bothered  me  where  I  used 
to  live  was  the  congestion.  There  were  a  lot  of 
people  living  and  working  in  a  small  area,  so  roads 
were  crowded,  there  were  many  accidents,  and 
getting  to  work  was  very  frustrating.  Fortunately, 
I  relocated  to  Mississippi.  Now  I  live  twelve 
minutes  from  my  office,  and  I  consider  a  traffic 
jam  being  fourth  in  line  at  a  red  light.  It's  a  nice 
change.  There's  a  lot  to  be  said  about  quality  of  life. 
You  can  find  that  quality  here." 

George  Matthews,  COO 

Mississippi  River  Corporation 

Natchez,  Mississippi 


IS  BEING  FOURTH  IN  LINE  ATA  RED  LIGHT 


LESS  TRAFFIC  JAMS 
LESS  TRAFFIC  WHAMS 
LESS  TRAFFIC  DAMNS 


(  8  0  0')  3  4  0-3323 


MOVE  IT  TO 


MISSIS 


OT" 


PRINCE     HOTELS    INTERN  ATI  ON  Al      DESTINATIONS:    TOKYO    l>  K  I  N  C  K    HOTEL.    TOKYO, 


Think  Of  It  As 

AWell-Oiled 
business  Is/iachine. 


At  the  Akasaka  Prince  Hotel  in  Tokyo,  making  your 
business  trip  as  productive  as  possible  is  our  business. 

That's  why  we've  equipped  ourselves  with  the  follow- 
ing executive  necessities:  two-hour  laundry  and  pressing, 
restaurants  specializing  in  quick  business  breakfasts,  a  map 
companion  service  that  gets  you  anywhere  in  the  city,  a 
high-tech  business  center,  message  forwarding  and  more. 
Of  course,  with  luxuries  like  spacious  rooms,  spectacular 
views,  24-hour  room  service,  and  immediate  access  to  four  of  the 
city's  main  subway  lines,  your  stay  will  be  quite  pleasant  as  well. 

For  reservations,  call  Sterling  International  Reserva- 
tion Service  at  800-637-7200  or  Prince  Hotels  at  800-542-8686. 

Akasaka  <•>  PRI9CE  HOTEL 

TOKYO 
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Radio  wave  scams 

characterizes    as    "the    deep-pocket  I 
boys." 

A  quick  kill  is  within  my  grasp,! 
promises    Bertram    "We're    talking 
about  investment  dollars  here  being 
built   up   5-to-l,   8-to-l,   9-to-l- 
without  [Mid-Tennessee]  going  pub- 
lic," he  oozes. 

"Now,  if  the  son  of  a  gun  goes 
public,  you're  talking  20-to-l-plus.' 
Thus  my  $20,000  investment  could 
soon  bring  me   $400,000.   Bertrarj 
suggests  I  buy  in  through  my  IRA  tc| 
shelter  the  profits. 

One  hitch:  Nextel  has  no  interest  ir  I 
Mid-Tennessee's    licenses    for    SMil 
channels.  Parse  the  partnership's  sale 
literature,  and  you'll  find  that  it  value 
Mid-Tennessee's     62     channels     a| 
$482,000  apiece. 


'We're  talking  about 
investment  dollars  here  being 
built  up  5-to-l,  8-to-l, 
9-to-l— without  going 
public,"  he  oozes.  "Now,  if 
the  son  of  a  gun  goes  public, 
you're  talking  20-to-l-plus.'- 


IS 

m 


r 


But  Robert  Foosaner,  an  attorne 
for  Nextel,  says  Nextel  has  been  o 
fered  deals  on  spectrum  in  compar; 
ble  cities  around  the  country  : 
$4,000  to  $  1 0,000  a  channel,  and  hi 
turned  them  down.  "We  weren't  ir 
terested,  so  I  don't  know  what  am 
body  would  actually  pay  for  it,"  sa  |rHi 
Foosaner. 

In  December  the  state  of  Californ 
brought  an  action  against  Brk 
Hirsch,  president  of  Advanced  Priva 
Networks,  for  selling  unregistered  s 
curities  and  deceptive  sales  practia 
which  should  soon  shut  down  sail  |fr 
within  the  state.  Meanwhile,  Ra 
Bertran,  who  cold-called  me  in  mi 
January,  and  his  colleagues  keep  di; 
ing  for  suckers'  dollars. 

Bertran  moves  to  close.  "Nobo uj  L, 
can    guarantee    you    anything,"     )  ^. 
says,    shrugging    off   my    concer 
about  risk.  But  the  potential  rewaj 
from  Mid-Tennessee  is  so  great  tlj  ^ 
he  says  he  has  even  put  his  o\i  j,, 


it:;; 

Isinci 


n 

Jneri 
'ere 
mvtstj 
credoi 


mother   into    the    deal.    Hang 
Mom,  before  it's  too  late!  II 


Forbes  ■  February  13,  19  [  ^, 
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Arthur  D.  Lewis 
and  son  Gregory 
Dyed-in-the-wool 
optimist. 


his  tiny  new  international  airline  bucks 
remendous  odds.  But  then,  who  would  have  given 
,  iJSAfrica  a  chance  to  get  off  the  ground? 

The  little  airline 

: 

that  could 


_T 


Howard  Banks 


OITHE  summer  of  1990  half  a  dozen 
nidation  industry  veterans  decided  to 

ifeate  the  first  U.S.  international  air- 
:^ie  since  World  War  II.  The  group 
::eas  led  by  Arthur  D.  Lewis,  76,  a 
•il  rmer  operations  and  financial  boss 

-  American  and  Eastern. 
■  Were    these    people    crazy?    Even 
ft  any  established  airlines  were  deep  in 
e  red  or  only  marginally  profitable. 
id  arting  an  airline  isn't  like  starting  a 

meeting  card  company.  Getting  in 
:aie  door  probably  requires  at  least 

J?0  million.  It  requires  batteries  of 

iwyers  and  lobbyists  to  deal  with  the 

*  ireaucrats  who  can  withhold  or  de- 
:  jy  needed  permissions. 

^But  this  new  airline  had  a  mission. 

-*>rbes  ■  February  13,  1995 


It  would  ply  the  skies  between  the 
U.S.  and  South  Africa.  It  would  be 
called  USAfrica. 

A  contrarian  lot,  these  founders. 
They  looked  past  the  difficulties  and 
saw  opportunity*.  South  Africa  would 
soon  be  back  in  the  international 
community,  and  travel  there  would 
boom,  they  figured.  Under  sanctions, 
U.S.  travelers  had  to  get  there  via 
Europe,  on  British  Airways,  Swissair  or 
Lufthansa — up  to  a  36-hour  trip,  ver- 
sus 15V2  hours  direct  from  Washing- 
ton, D.C.  In  November  1991  South 
African  Airways  resumed  six  flights  a 
week  from  Johannesburg  to  New  York, 
but  no  U.S.  carrier  flew  the  route. 

Arthur  Lewis'  first  step  was  to  ask 


the  U.S.  Department  of  Transporta- 
tion for  rights  to  fly  from  the  U.S.  to 
South  Africa.  Bilateral  aviation  agree- 
ments control  which  of  each  coun- 
try's carriers  may  fly,  and  how  many 
flights  a  week.  In  this  case,  the  U.S. 
was  limited  to  the  same  six  round- 
trips  a  week  as  the  South  Africans  were 
flying.  The  dot  gave  USAfrica  three 
of  the  six  flights,  and  awarded  the 
other  three  to  United  Airlines. 

Rights  in  hand,  Lewis  approached 
the  Federal  Aviation  Administration 
in  early  1993  for  a  certificate  to  oper- 
ate an  airline.  These  aren't  easy  to 
obtain.  Among  other  things,  the  sup- 
plicant must  prove  he  can  operate  the 
proposed  schedule  for  three  months 
without  making  a  penny  in  revenue. 
As  if  that  hurdle  wasn't  steep 
enough,  USAfrica's  $30  million  fi- 
nancing plans  had  evaporated  when 
GE  Capital  pulled  out  following  the 
massacre  at  South  Africa's  Ciskei 
black  homeland. 

At  the  bleakest  hour,  a  stroke  of 
luck:  As  a  result  of  deteriorating  rela- 
tions with  its  pilots,  United  dropped 
its  plans  to  expand  service  to  India  and 
South  Africa.  USAfrica  was  suddenly 
able  to  pick  up  all  six  U.S. /South 
Africa  weekly  frequencies,  adding  to 
the  carrier's  potential  value. 

Then  another  break:  Through  his 
golfing  partners,  Lewis  met  Donald 
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If  You  Had  Invested  $10,000  at  the 

inception  of  our  Legg  Mason  Value  Trust, 

it  would  now  be  worth  $64,465. 


For  thousands  of  investors,  the  Legg  Mason  Value 
Trust  fund  has  provided  a  sensible  way  to  take  advan- 
tage of  uncommon  values  in  common  stock  over  the 
last  twelve  years.  If  you  had  invested  $10,000  on  April 
16, 1982,  and  reinvested  dividends  and  capital  gain 
distributions,  your  investment  would  have  grown  to 
$64,465  as  of  December  31, 1994.  There  is  no  sales 
charge  on  purchases  or  redemptions  of  Trust  shares. 
The  Trust  pays  asset-based  distribution  and  manage- 
ment fees  and  other  expenses.  The  advisor  absorbed  a 
portion  of  Fund  expenses  from  the  Fund's  inception  in 
1982  through  March  31,  1984.  If  you  would  like  to 
know  more  about  Value  Trust,  call 

1-800-577-8589 

for  a  free  prospectus  containing  more  complete  infor- 
mation, including  charges  and  expenses.  Please  read  it 
carefully  before  investing  or  sending  money. 


Average  Annual  Returns 


1 .39% 


12/31/93-12/31/94 


FIVE  YEAR 


7.06% 


12/31/89-12/31/94 


TEN  YEAR 


11.01% 


12/31/84-12/31/94 


LIFE  OF  FUND 


1 5.79% 


12/31/82-12/31/94 


The  investment  return  and  principal  value  of  an  investment  in  the  fund  will 
fluctuate  so  that  an  investor's  shares,  when  redeemed,  may  be  worth  more 
or  less  than  their  original  cost.  The  returns  shown  are  based  on  historical 
results  and  are  not  intended  to  indicate  future  performance.  Caculations 
assume  reinvestment  of  dividends  and  capitial  gain  distributions,  and  are 
not  adjusted  for  income  taxes  payable  on  those  amounts  by  taxable  accounts. 


LEGG 
MASON 


LEGG  MASON  WOOD  WALKER,  INC. 

FUNDS   A*1  investment  Tradition  Since  1899  •  Member  NYSE,  Inc.  •  Member  SD?C 


Lexington  Ramirez 
Global  Income  Fund 


Worldwide  Income  Opportunities 

A  no-load  Fund  which  seeks  high  current  income.  Capital 

appreciation  is  a  secondary  objective.  The  Fund  invests 

in  a  combination  of  foreign  and  domestic  high 

yield,  lower  rated  debt  securities. 


Advantages  of  Global  Income 

•  Portfolio  Diversification 

•  Access  To  Emerging  Markets 

•  Potentially  Higher  Current  Yield 


Call  24  Hours  For  A  Free  Investor  Kit 
LEXINGTON  FUNDS  DISTRIBUTOR,  INC.,  Distributor 

1  -800-526-0057 


The  price  per  share  and  investment  return  will  fluctuate  so  that  an  investor's  shares,  when  redeemed,  may  be  worth  more  or  less  than  original  cost, 

Investing  in  emerging  markets,  rather  than  established  markets,  has  special  nsks,  including  currency  fluctuations  and  political  instability. 

There  is  no  guarantee  that  the  Fund  can  achieve  its  objective.  The  investor  kit  contains  a  prospectus  with  more  complete  information 

i.i-:xin(.t(  >m  including  management  lee  and  expenses,  which  should  be  read  belore  you  invest  or  send  money. (1/95) 


USAfrica 

Keller,  a  former  airline  analyst  who  is  a 
senior  vice  president  with  Keystone 
Custodian  Funds  Inc.  Keller  under 
stood  USAfrica's  potential,  and  per 
suaded  four  Keystone  funds  to  bu) 
$30  million  of  the  carrier's  paper. 

The  clock  was  ticking.  USAfrica  waj 
just  days  away  from  its  June  1,  1994 
deadline  to  start  operating,  as  set  forti 
in  the'FAA's  provisional  operating  certif 
icate.  With  the  Keystone  money,  Lewi 
was  able  to  lease  two  236-seat  McDon 
nell  Douglas  MD-lls  that  Americai 
Airlines  had  parked  in  the  desert  anc 
launch  USAfrica's  scheduled  service  a 
the  clock  struck  June  1 . 

USAfrica  is  now  in  the  sky  but  no 
out  of  the  woods.  After  five  months  c 
operating,  the  airline  admits  it  wai 

Gregory  Lewis  says  he  hopes 
to  turn  an  operating  profit  bj 
the  second  half  of  1995. 


That's  optimistic. 


filling  only  around  40%  of  its  seai 
with  fare-paying  passengers.  Chi 
Executive  Gregory  S.  Lewis,  43,  tit 
cofounder's  son,  admits  that  to  bre? 
even  USAfrica  will  have  to  attain  loa 
factors  in  the  high  50s  consistent!  I 
He  was  gratified  when  they  rose  1 
around  60%  during  the  peak  holid;1 
travel  season. 

USAfrica  is  still  weak  in  marketini 
It  needs  to  come  under  the  umbrella 
a    reservation    code-sharing    arrang: 
ment  with  a  major  carrier.  Best  cane 
date:  United,  which  has  a  large  numb 
of  connections  at  Washington's  Dull 
Airport,  where  USAfrica  operates. 
United,  now  owned  by  its  pilots,  isi 
interested,  another  possibility  is  Del" 
which  has  long  had  a  marketing  efTc 
under  way  in  South  Africa. 

USAfrica's  next  big  hurdle  will 
raising  new  capital.  It  will  need  a  I 
over  $20  million,  to  be  used  to  co\ 
operating  losses,  to  lease  a  third  a 
craft  and  to  expand  operations 
Ghana  and  Zimbabwe. 

Gregory  Lewis  says  he  hopes  to  tx 
an  operating  profit  by  the  second  h 
of  1995.  That's  optimistic,  but  th 
only  a  dyed-in-the-wool  optirr 
would  have  given  USAfrica  a  chance 
get  off  the  ground  in  the  first  place.  1 1 
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GOVERNMENT'S 
DIRTY  LITTLE  SECRET 


Politicians  tell  us  that  the  national 
debt  is  over  $4  trillion  and  the  only 
way  to  reduce  it  is  by  raising  taxes. 
They  also  tell  us  that  America  is  in  the 
midst  of  a  social  and  economic  crisis 
that  demands  more  regulation.  On  issues 
ranging  from  health  care  to  unemploy- 
ment to  the  environment  to  high  tech 
industry,  they  use  such  trendy  terms  as 
"managed  competition,"  "economic 
stimulus,"  and  "revenue  sharing,"  but  in 
every  case  what  they  are  telling  us  is  that 
we  need  more  big  government. 

But  do  you  know  government's  dirty 
little  secret?  It  is  this:  Federal,  state  and 
local  bureaucracies  in  the  United  States 
are  already  consuming  45  percent  of  the 
national  income.  And  it  isn't  just  money 
the  government  is  confiscating — it  is 
confiscating  our  freedom,  too.  Between 


1988  and  1992  alone,  14,000  pages 
of  new  regulations  were  added  to  the 
Federal  Register. 

When  politicians  tell  us  that  more 
taxes  and  more  regulations  are  the 
answer,  who  do  they  think  they  are 
fooling?  Ronald  Reagan  had  it  right  all 
along:  Government  is  the  problem,  not 
the  solution. 

We  must  restore  stringent  limits  on 
government.  To  accomplish  this,  we 
must  start  relying  on  ourselves  instead 
of  politicians.  Only  when  we  recover  our 
responsibility  for  our  own  lives  and  our 
own  problems  will  we  be  able  to  say  "no" 
to  more  big  government. 

Hillsdale  College  is  an  enduring 
symbol  of  independence.  We  enrolled 
women  and  minorities  nearly  twenty 
years  before 
the  Civil  War. 
We  do  not 
accept  federal 
funds  because 
federal  funds 
invariably 


mean  federal  control.  Over  the  last 
several  decades,  we  have  sponsored 
more  than  2,000  on  and  off  campus 
lectures  on  critical  issues,  many  of 
which  are  featured  in  our  monthly 
digest,  IMPRIMIS,  which  means  "in  the 
first  place"  and  which  reaches  over  half 
a  million  readers  nationwide. 

IMPRIMIS  IS  FREE  TO  ANYONE  WHO 
REQUESTS  A  SUBSCRIPTION.  It's  our 
way  of  extending  Hillsdale  College's 
educational  mission  to  a  national 
audience.  Please  call  or  write  today! 


IMPRIMIS  IS 
FREE— 
SUBSCRIBE 
TODAY! 


DR.  GEORGE  ROCHE 
President,  Hillsdale  College 
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ST.    A  FREE  OFFER  FROM  HILLSDALE  COLLEGE 


DMf. 
Name  D  Ms 


;  Mrs 


Title/Organization 


Interested  in  the  war  of 
ideas?  IMPRIMIS 
features  original  articles 
by  Ronald  Reagan,  Charlton 
Heston,  William  F  Buckley,  Jr., 
Jeane  Kirkpatrick,  Thomas 
Sowell,  Malcolm  S.  Forbes,  Jr., 
Lynne  Cheney,  Tom  Wolfe,  and 
more. 


Mali  this  coupon  to  IMPRIMIS 
Dept.  FB-16,  Hillsdale  College 
Hillsdale,  Ml  49242. 


Or  call  toll-free: 

1-800-535- 


Address 


Crty/Slate/Zip_ 


□  Horn?     [_  Office 


Hillsdale' 
TLollege 


ON  THE  DOCKET 


Poor  Henry  Ford.  The  foundation  bearing  his  name 
finances  causes  that  he  would  loathe.  Here's  how  you 
can  prevent  that  from  happening  to  your  own  family 
trusts  or  those  you  are  involved  with. 

Donor  beware 


By  Brigid  McMenamin 


Henry  Ford  (1863-1947)  would  be  appalled  at  his  foundation  today 

"I  do  not  believe  in  giving  folks  things,"  Ford  once  said. 

"I  do  believe  in  giving  them  a  chance  to  make  things  for  themselves." 
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Henry  Ford  believed  in  capitalism 
and  self-reliance.  But  the  $6.6  billion 
foundation  that  bears  his  name  is  nowi 
notorious  for  backing  left-wingj 
causes,  so  much  so  that  Henry's' 
grandson,  Henry  Ford  II,  openly  dis^ 
owned  it.  A  pet  project:  the  Center  tov 
Community  Change,  a  Washington.! 
D.C.  outfit  that  promotes  big  govern-i 
ment  and  higher  taxes. 

"The  Ford  Foundation  routinely 
violates  every  charitable  principle  oi 
Henry  Ford,"  writes  Martin  Morstv 
Wooster  in  The  Great  Philanthropists 
and  the  Problem  of  Donor  Intern 
(Capital  Research  Center,  1994.; 

Andrew  Carnegie  deplored  gov* 
ernment  welfare  programs,  which  h<t 
thought  sapped  people's  initiativee 
Today  the  $1.1  billion  Carnegiii 
Corp.  spends  most  of  its  money  on 
social  engineering — including  grantl 
ing  $700,000  in  fiscal  1994  to  thi 
Children's  Defense  Fund,  a  Hillarr 
Clinton  favorite  that  advocates  more 
spending  on  government  services. 

It's  a  free  country,  and  all  thes 
causes  are  entitled  to  their  advocacy I 
But  would  you  want  your  money  t| 
support  them?  Today  many  peopl 
with  as  little  as  a  few  million  dollars  ar 
setting  up  charitable  foundations  S! 
their  money  will  promote  things  the. 
believe  in  even  after  they  die.  Fc 
them,  there's  a  clear  lesson  in  rj 
misappropriation  of  the  Ford  ani 
Carnegie  money. 

Be  specific,  very  specific,  when  yc 
set  up  a  trust.  Clearly  spell  out  yoi| 
goals,  says  Paul  Rhoads,  an  estafc 
planning  lawyer  with  Chicago's  Schi 
Hardin  &  Waite.  Rhoads  is  coauth< 
of  Starting  a  Private  Fonndatio 
Carrying  Out  the  Donor's  Intent  (Tl 
Philanthropy  Roundtable,  1993 
worth  reading  if  you  are  thinking 
setting  up  a  charitable  trust. 
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Andrew  Carnegie  (1835-1919)  deplored  government  handouts 
But  that's  mostly  what  the  foundation  bearing  his  name  today 
supports:  The  steel  magnate  certainly  wouldn't  lavish  hundreds 
of  thousands  of  dollars  on  the  Children's  Defense  Fund. 


Many  lawyers  have  you  sign  some- 
thing that  says  the  foundation  is  for 
"charitable,  religious,  scientific,  lit- 
erary or  educational  purposes." 
That's  the  "purpose  clause"  stating 
what  the  foundation  is  supposed  to 
do.  Watch  out. 

That  nice-sounding  generality  will 
satisfy  the  Internal  Revenue  Service 
for  purposes  of  tax  exemption.  But  it 
also  permits  future  trustees  to  use 
your  money  almost  any  way  they 
please.  So  insist  on  specific  language 
that  clearly  limits  your  intent.  Such  as: 

"Preference  shall  be  given  to  sup- 
port nonprofit  educational  institu- 
tions whose  principal  mission  is  to 
promote  an  understanding  and  ap- 
preciation of  free  market  economic 
systems." 

Many  experts  will  tell  you  you're 
better  off  using  a  not-for-profit  cor- 
poration rather  than  a  trust.  But  it's 
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easier  for  future  generations  to  tinker 
with  articles  of  incorporation  than 
with  a  trust  instrument,  which  needs 
court  approval  to  change. 

So  if  you  want  to  avoid  what  hap- 
pened to  Henry  Ford  and  Andrew 
Carnegie  by  keeping  control,  you're 
better  off  with  a  trust.  That's  the 
advice  of  George  Soros'  estate  lawyer, 
William  Zabel,  a  partner  with  the  New 
York  firm  Schulte  Roth  &  Zabel  and 
author  of  The  Rich  Die  Richer — And 
You  Can  Too  (William  Morrow  & 
Co.,  1995). 

Beryl  Buck,  a  California  oil  heiress, 
died  in  1975,  leaving  under  $10  mil- 
lion in  stock  to  care  for  needy  folks  in 
Marin  County.  Her  trustees  agreed  to 
do  just  that,  but  when  the  Buck  Trust 
grew  to  $360  million,  they  reneged 
on  their  promise .  In  1 984  they  asked  a 
local  court  to  set  aside  Buck's  wishes 
and  let  them  expand  their  realm  be- 


yond Marin.  But  the  judge  appointed 
new  trustees  who  were  willing  to  re- 
spect Buck's  wishes. 

Of  course,  even  a  trust  can  be 
abused.  In  1965  New  York  artist  Jo- 
seph Cornell  decided  to  set  up  a 
foundation  when  he  died.  He  signed  a 
will  naming  his  own  lawyer  and  a. 
friend  as  executors  of  his  estate  and 
cotrustees  of  the  foundation. 

Cornell  preferred  that  the  trustees 
sell  his  art  collection  and  give  the  pro- 
ceeds to  charity.  What  Cornell,  who 
died  in  1972,  didn't  factor  in  was  that 
trustee  fees  are  based  on  trust  income. 

Over  the  years  Cornell's  trustees 
sold  more  than  $9  million  worth  of  ait 
and  gave  another  $7  million  worth  tc 
museums.  But  they  gave  only  $1,00C 
to  charity  and  aggressively  invested  the' 
rest.  By  the  end  of  1993  the  founda- 
tion was  worth  more  than  $34  million 
including  $2 1  million  in  cash  and  secu  i 
rities  generating  more  than  $150,00('t 
in  trustees'  fees  each  year.  The  New 
York  Attorney  General  filed  suit  thiii 
past  summer  to  force  the  trustees  to 
start  giving  more  money  away. 

To  avoid  such  problems,  Milbanli 
Tweed  partner  Carolyn  Clark  sugtf 
gests  drafting  the  trust  to  includd 
some  safeguards,  like  paying  the  trustl 
ee  a  flat  fee.  Better  yet — advice  no 
lawyer  would  suggest — don't  nami 
your  lawyer  a  trustee. 

To  make  absolutely  sure  that  youi 
foundation  doesn't  stray,  limit  its  lifei 
time.  Before  his  death  in  1982,  cherrn 
ical  magnate  John  M.  Olin  told  hii 
trustees  to  wind  down  his  foundatio 
before  its  funds  could  be  diverted  I 
unwanted  causes.  So  in  1993  thh 
$120  million  John  M.  Olin  Founda, 
tion  announced  plans  to  spend  itse> 
out  of  existence  within  15  years.  Se\ 
eral  other  big  donors  have  done  tii 
same  thing. 

Victoria   Bjorklund,   a  partner  jl 
SimpsonThacher  &  Bartlett,  suggest 
another  safeguard:  Specify  that  if  m 
trustees  can't  or  won't  abide  by  yow 
wishes — let's  say  they  can't  find  ar 
needy  orphans  in  your  town — all  < 
your  money  will  automatically  go  t 
an  organization  whose  work  you  aj 
prove.  The  Salvation  Army,  for  exani 
pie.  Then  let  the  fallback  outfit  kno 
that  you've  so  named  them.  Knowir 
there's  an  alternative  beneficiary  oi 
there  ought  to  help  keep  your  ui 
known  future  trustees  honest.        W 
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han  270.000  Cnmryi  art  built  every  \<'ir  in  Georgetown,  Kentucky* 


EVERY  YEAR,  Toyota  buys  thousands  of  parts  from  \  U.S.  suppliers.  Whether  it's  engine  blocks  from  Ohio, 
communities  right  across  the  country.  In  fact,  we  buy  )  batteries  from  Tennessee  or  wiper  systems  from  New 
more  than  S4.6  billion   per  year  in   parts  for  both       /       York,  our  investment  in  local  industries  is  paying  off  in 

domestic  and  overseas  production,  from  more  than  440       (       the  form  of  thousands  of  jobs  across  the  United  States. 

/  N   V  1,    S   7   /  N  (■       IS       T  H  E       T  II  I  N  G   S       W  E       A   L  I.       C  ARE      ABO  V   I   .         I  Of  OTA 

For  more  information  about  Toyota  in  America  writt  I  orporate  Services,  9  West  57th  Street,  Suite  4900-/2,  New  York,  NY  10019 
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The  panjandrums  at  the  United  Nations  are  passing 
the  hat  to  finance  a  fancy  50th-birthday  party. 
With  all  those  hungry  kids  in  the  world 
and  the  suffering  Bosnians? 


Wgtl 


A  tough 
sell 


Mark  these  forthcoming  scintillat- 
ing happenings  in  your  datebook: 
Feb.  9,  World  Views,  Canadian 
Voices;  Mar.  20,  Liechtenstein  Initia- 
tive-Research Program  on  Self-De- 
termination; Apr.  19,  Maintaining 
International  Peace — Argentina's 
Contribution;  and  on  July  22,  the 
can't-miss  80th  World  Esperanto 
Congress.  In  Esperanto. 

It  was  50  years  ago  when  statesmen 
of  the  world  signed  in  San  Francisco 
on  June  26  and  then  ratified  in  New 
York  on  Oct.  24  the  charter  of  the 
United  Nations.  Naturally  there  has 
to  be  a  celebration.  But  don't  call  it  a 
celebration.  "There  will  be  no  200 
Elvises,"  emphatically  states  Denver 
Frederick,  director  of  the  UN50  cam- 
paign at  the  national  United  Nations 
Association,  a  privately  funded  sup- 
port group. 

The  giant  egos  who  inhabit  those 
shining  towers  in  mid -Manhattan 
aren't  about  to  let  the  event  go  with- 
out taking  bows.  This  was,  after  all,  a 
great  moment  in  human  history.  To 
make  sure  people  don't  overlook  it, 
the  United  Nations  Association  has 
engaged  the  high-priced  public  rela- 
tions firm  of  Burson-Marsteller  to 
remind  them.  But  it's  a  tricky  busi- 
ness. The  doings  must  strike  just  the 
right  note.  No  frivolity,  mind  you.  No 
loud  self-congratulation. 

According  to  research  done  by  Gal- 
lup and  the  Roper  Organization, 
roughly  80%  to  90%  of  Americans 
back  continued  U.S.  support  for  the 
U.N.  But  at  any  given  time  only  34% 
to  54%  say  they  approve  of  the  job  the 
U.N.  is  doing.  The  U.N.'s  much  pub- 
licized Bosnian  bumbling,  along  with 
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other  fumbles,  helped  to  send  that 
approval  rating  to  around  45%,  ac- 
cording to  the  most  recent  Roper 
poll.  "[Secretary  General  Boutros] 
Boutros-Ghali's  turning  tail  in  Bosnia 
was  not  a  shining  moment  for  us," 
says  the  U.N.  Association's  Frederick. 


"I  always  refer  to  this  as  a  com 
memoration,  not  a  celebration,  but  o 
course  it's  a  celebration,  too,"  say 
Gillian  Martin  Sorensen,  the  U.N 
undersecretary  general  in  charge  o 
the  global  UN50.  Which  probabl; 
means  no  fireworks  at  the  gala  cere 
mony  in  New  York  on  Oct.  24.  And  i 
the  U.N.  does  decide  to  spring  foAoil 
Roman  candles,  they  will  be  "mod  NO 
est"  ones,  explains  Frederick. 

Even  modest  commemoration 
cost  money.  So  both  the  United  Nattir 
tions  itself  and  the  United  Nationompi 
Association,  which  has  a  contract  t< 
help  on  UN50  in  the  U.S.,  are  beatin  t"T 
the  bushes  to  raise  bucks  to  pay  Bui  irion. 
son-Marsteller  and  fund  the  othe.  sofr 
activities.  None  of  the  money  fo  opt 
UN50  festivities  is  to  come  from  th  » 
U.N.'s  operating  budget — tha  am 
would  have  been  a  Bosnia-size  publi 
relations  fiasco. 

It  hasn't  been  easy.  Originally,  th  k 
goal  was  to  find   12  companies  tdo 
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ii  ough  up  a  total  of  as  much  as  S20 
c  dllion  for  global  sponsorships  and 
j  (elusive  rights  to  use  the  UN50  logo 
N  >r  promotional   purposes.    But   of 

0  xirse,  this  being  the  United  Nations 
)1  id  all,  not  just  any  company  could 
j  ->ply.  Which  meant  no  distillers  of 

1  joze,  no  forgers  of  cannon,  no  de- 
i  >oilers  of  forests  and  a  host  of  other 
«1  >nos  woven  into  a  web  of  virtue  so 

ght  few  could  slip  through. 
»  More  than  a  bit  presumptuous,  and 
ii  >  far  no  more  than  a  smattering  of 
I  )tnpanies  have  signed  on.  "It's  been 
i  really  tough  sell,"  concedes  Freder- 
ji  k.  "The  U.N.  is  a  controversial  insti- 
ll ition.  This  is  not  like  the  Olympics." 
ii  s  of  now  the  U.N.  Association  still 
I  opes  to  pull  in  S 1 0  million  from  U.S. 
til  nirces,  while  the  United  Nations 
l  aims  it  has  managed  to  raise  over 
HO  million. 

So  far,  the  largest  sponsor  is  Gold- 
it  ar,  a  South  Korean  consumer  elec- 
i  onics  maker  that  kicked  in  S3. 5 


U.N.  troops 
marooned  in 
Bosnia 

U.N.  approval 
ratings  rarely  top 
54%,  but  peace- 
keeping fumbles 
like  Bosnia  and 
Somalia  have 
sent  them  to 
around  45%. 
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Many  Dreams         Common  Future 


GoldStar 

Proud  Global  Sponsor  Of  The  UN  ^Anniversary 


Signing  the  U.N.  million  in  cash.  Goldstar  is  erecting 

charter  (left);  Gold-         billboards  in   14  cities  around   the 
star's  anniversary  world  with  terse  homilies  like,  "Many 

billboard  people,    one    hope"    and    "Many 

"It's  been  a  dreams,  common  future."  Goldstar  is 

tough  sell  to  find         also  building  kiosks  in  U.N.  outposts 
sponsors.  like  Geneva  and  New  York,  where  it 

This  isn't  the  will  promote  its  new  CD  interactive 

Olympics."  system  with  an  on-screen  U.N.  histo- 

^■■■i  ry  lesson.  Not  least,  it  will  pair  the 

UN50  logo  with  its  own  in  airports 
where  Goldstar  also  sponsors  lug- 
gage carts. 

Felissimo,  a  Japanese  direct  mail 
and  retail  company,  is  another  global 
sponsor.  Felissimo  will  use  the  con- 
nection to  run  .in  international  design 
competition  utilizing  local  weaving 


traditions  and  textiles,  followed  by 
fashion  shows  and  exhibits. 

And  of  course,  you  can't  have  a 
celebration — er,  commemoration — 
without  commemorative  items.  So 
you'll  get  UN50-licensed  scarves, 
courtesy  of  Hermes,  and  UN50 
watches,  courtesy  of  Swatch.  Other 
deals  are  in  the  works.  "But  you  won't 
see  UN50  playing  cards  or  beer 
steins,"  assures  Denver  Frederick. 

Big  Bird,  the  giant  yellow  Sesame 
Street  character,  will  visit  the  United 
Nations  sometime  this  year.  No  date 
has  been  set. 

It  all  comes  to  a  head  during  the 
week  leading  up  to  Tuesday,  Oct. 
24 — United  Nations  Day.  Dinners, 
anniversary  concerts  by  the  New  York 
Philharmonic  and  the  Vienna  Philhar- 
monic, movies,  teach-ins,  TV  broad- 
casts. And  speeches — many,  many 
speeches.  "There  could  be  as  many  as 
160  heads  of  state  coming  to  New 
York,"  says  Frederick.  His  advice  to 
New  Yorkers:  "Get  out  of  town." 
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'Mosam'  has  some 

great  series  about  the 

Chesapeake  Bay 


If  you  want  to  know  how  to  build  a 
Deadrise  workboat,  or  how  the  crabs  are  running, 
or  even  about  the  muskrat  population  40  years 
ago,  all  you  have  to  do  is  spend  a  few  minutes 
with  Elmer  "Mosam"  Ford. 

"Mosam"  knows  all  the  stories.  And  if 
he  embellishes  them  a  little,  well,  that  makes 
them  all  the  better. 

The  U.S.  Environmental  Protection 
Agency  also  has  some  things  to  say  about  the 
Bay.  And  while  these  stories  are  more  serious 
than  "Mosam  s,"  they  need  to  be  told,  too. 

The  stories  use  computer  models  and' 
simulations  to  predict  the  effects  of  human 
interaction  with  the  Bay.  They  help  EPA  decision- 
makers determine  how  to  protect  this  national 
treasure  from  chemical  and  toxic  pollutants. 
The  same  techniques  are  also  being  applied  to 
safeguard  other  precious  national  resources. 

It  takes  a  lot  of  teamwork  to  keep  the 
environment  clean.  Martin  Marietta  is  proud  to 
help  by  processing  vital  information  for  the 
EPA  using  the  most  sophisticated  computing 
resources  available.  Together,  we  all  can  help 
keep  America  beautiful. 

And  that's  a  story  "Mosam"  loves  to  tell. 
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Canandaigua  Wine?  It's  a  company,  not  a  brand, 
but  its  growing  army  of  labels  is  beginning  to  push 
the  powerful  Gallos  in  the  market  for  low-priced  wines. 

Who's  afraid  of 
the  big,  bad 
Gallos? 


By  Randall  Lane 

The  e&j  Gallo  Winery  has  dominat- 
ed the  American  wine  business  for 
over  three  decades.  To  say  the  Gallos 
dominate  the  industry  is  to  put  things 
mildly:  They  have  a  reputation  for 
being  mercilessly  brutal  with  distribu- 
tors, suppliers  and  competitors.  So 
when  a  small  trade  publication  called 
Wine  Business  Monthly  surveyed  300 
top  industry  executives  to  name  the 
most  powerful  people  in  the  wine 
business,  it  was  no  surprise  to  see 
Ernest  Gallo  on  the  list.  What  was 
surprising:  He  came  in  second.  The 
winners,  by  a  hair:  Marvin  and  Rich- 
ard Sands. 

Marvin  and  Richard  are  a  father- 
and-son  team  who  run  the  Canandai- 
gua Wine  Co.,  situated  in  upstate 
New  York's  Finger  Lakes  region. 
You've  likely  never  heard  of  them  or 
their  company.  But  if  you  frequent 
wine  stores  or  read  advertisements, 
you  certainly  know  many,  if  not  most, 
of  their  30  national  brands,  which 
include  Almaden,  Inglenook,  Taylor 
California  Cellars,  Manischewitz  and 
Paul  Masson  wines,  Cook's,  J.  Roget 
and  Great  Western  champagnes. 

Canandaigua's  brands  total  21%  of 
the  domestic  table  wine  market,  mak- 
ing it  runner-up  to  Gallo's  32%.  In 
domestic  champagne,  Canandaigua 
has  32%,  in  dessert  wines  50%. 

Canandaigua — estimated  fiscal 
1995  revenues  $900  million,  to  Gal- 
lo's $1  billion  or  so — is  also  a  growing 
force  in  liquor  and  beer.  Through  its 
Barton  subsidiary,  it  owns  eight  major 
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spirits  brands,  including  Barton's  Gin 
and  Barton's  Vodka.  And  it's  the 
country's  fourth-largest  beer  import- 
er, marketing  brands  like  Corona  and 
St.  Pauli  Girl. 

And  talk  about  growth.  A  scant 
four  years  ago  Canandaigua's  reve- 
nues were  one-fifth  this  year's  level.  In 
the  fiscal  year  ending  Aug.  31, 1995  il 
will  probably  show  an  operating  prof- 
it  of  more  than  $90  million,  over  si.\ 
times  the  level  of  four  years  ago. 

This  growth  has  not  come  internal-  j 
ly,  of  course.  The  alcoholic  beveragejd 
industry  has  been  declining  slowly  fo> 
the  past  decade.  In  the  face  of  thii 
slow  erosion,  Canandaigua's  chair- , 
man,  Marvin,  71,  and  son  Richard.! 
now  chief  executive,  have  gone  on  thf] 
offensive. 

In  the  past  18  months  alone,  Can-if 
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iaigua  has  spent  over  S400  million 
ving  Barton,  Vintners  Internation- 
Paul  Masson  and  Taylor)  and  the 
naden  and  Inglenook  brands  from 
and  Metropolitan's  Heublein  divi- 
n.  "We've  been  buying  brands  that 
ook  100  years  to  build,"  says  Mar- 
Sands,  a  50-year  industry  veteran. 
The  Sandses  have  been  buyers  in  a 
,'ers'  market.  There  aren't  many 
npanies  looking  to  get  into  the 
/-end  segment  of  the  wine  and 
rits   business — especially   as   wine 
tomers  continue  to  migrate  from 
wine  to  higher-quality,  higher- 
:ed  varietals.  (Gross  margins  can 
70%  for  premium  wines,  but  aver- 
only  30%  at  the  low  end.)  Several 
npanies,  however,  have  been  try- 
to  get  out.  Gallo,  the  most  logical 
uirer,  has  remained  on  the  side- 


lines. Still  family-owned,  it  has  long 
preferred  to  build  brands  internally. 
Why?  Gallo  has  had  a  brush  with  the 
Federal  Trade  Commission,  and  the 
crustv  family  that  owns  the  business 
probably  doesn't  want  any  more. 

Into  this  gap  step  the  Sandses.  But 
it  took  them  a  long  time  to  get  to 
where  they  could  think  big. 

In  1945,  just  out  of  the  Navy, 
Marvin  Sands  bought  a  Canandaigua, 
N.Y.  sauerkraut-factory-turned-win- 
ery for  $60,000.  For  ten  years  Canan- 
daigua Industries,  as  it  was  called, 
struggled,  selling  fruit  wines  in  bulk 
to  local  bottlers,  who  would  then  sell 
them  under  their  own  brand  names. 

But  as  California  companies  such  as 
Gallo  and  Italian  Swiss  Colony  began 
creating  national  brands,  Sands  real- 
ized that  the  days  of  selling  bulk  wine 
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Canandaigua 
Wine's  Richard 
and  Marvin  Sands; 
a  bottling  line 
for  "Richards  Wild 
Irish  Rose" 
Long  dependent 
on  one  national 
product,  the 
Sandses  now 
control  30. 


to  local  bottlers  were  numbered.  In 
the  early  Fifties,  Sands  tried  to  create  a 
brand  himself.  He  failed  with  King 
Solomon  kosher  wine  and  a  Sands 
line.  He  finally  succeeded  with  a  flam- 
ing-red blend  of  dessert  wine  in  1954 
named  Richards  Wild  Irish  Rose. 

Wild  Irish  Rose  more  or  less  be- 
came Canandaigua,  representing 
more  than  90%  of  the  company's  tiny 
sales  during  the  early  1960s.  On  that 
base  Sands  slowly  expanded,  acquir- 
ing 11  small  wineries  through  1984. 

Ironically,  Canandaigua  broke  into 
the  big  time  on  a  gamble  that  failed. 
In  1984,  when  wine  coolers — fruit- 
flavored,  low-alcohol  wine — had  be- 
come hot,  Canandaigua  jumped  in, 
pushing  Sun  Country  Coolers,  and 
sales  almost  doubled,  to  SI 73  mil- 
lion, by  1986.  But  the  trendy  wine 
cooler  business  required  big  advertis- 


ing: Company  expenses  went  up 
more  than  fourfold  over  the  same 
period.  When  the  cooler  craze 
crashed  suddenly,  Canandaigua  suf- 
fered a  cumulative  operating  loss  of 
S20  million  in  1987  and  1988. 

It's  the  smart  business  person  who 
learns  from  setbacks  and  turns  them 
to  his  advantage.  The  wine  cooler 
episode,  though  it  ended  badly, 
showed  the  Sandses  how  easily  their 
distribution  network  could  handle  a 
lot  more  volume.  Richard  Sands,  who 
has  a  Ph.D.  in  social  psychology  from 
the  University  of  North  Carolina, 
began  looking  for  established  names 
to  push  through  Canandaigua's 
network. 

At  first  it  was  small  bites,  $10  mil- 
lion and  $20  million  purchases,  buy- 
ing small,  well-known  wine  brands 
like  Manischewitz,  Widmer's,  Italian 
Swiss  Colony.  It  worked:  As  sales 
volume  swelled,  distribution  over- 
head stayed  relatively  steady  and  prof- 
its rose.  "We  realized  we  could  be 
more  aggressive,"  Richard  Sands  says. 

At  last,  in  1991,  Canandaigua  made 
its  first  major  purchase,  buying  Guild 
Wineries  &  Distillers  (Cook's  cham- 
pagne) for  $60  million.  Then  came 
three  purchases  in  1993  and  1994 — 
Barton  for  $140  million,  Vintners  for 
$149  million  and  Almaden/Ingle- 
nook  for  $130  million. 

Where  did  the  money  come  from? 
About  $135  million  from  two  equity 
offerings,  one  in  1992  and  one  in 
1994.  But  also  from  borrowing.  Can- 
andaigua's debt  now  stands  at  $285 
million — versus  $318  million  in  equi- 
ty. But  because  the  acquisitions  have 
been  profitable,  cash  flow  has  more 
than  kept  pace  and  covers  interest 
payments  by  a  four-to-one  ratio. 

The  buying  will  continue.  "They 
can't  win  without  sufficient  mass,  and 
that's  what  they're  buying,"  says 
Tom  Pirko,  president  of  Bevmark, 
Inc.,  a  New  York- based  beverage  con- 
sultant. "They're  still  way,  way  be- 
hind," he  says,  referring  to  Gallo's 
dominance  of  the  retail  system. 

But  at  the  moment,  the  Sands  fam- 
ily is  sitting  pretty.  Canandaigua's 
Nasdaq-listed  stock  has  doubled  over 
the  past  two  years  and  now  sells  at 
36V4,  about  16  times  probable  1995 
earnings.  The  Sands  family  owns  23% 
of  stock,  worth  around  $170  million. 

Gallo,  here  we  come.  ■■ 
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SCIENCE  &  TECHNOLOG 


Surgeons  usually  replace  bones  with  fragments 
harvested  from  the  patient's  own  hips.  Richard  Lagow 
has  a  better  way.-  He  makes  his  bones  from  scratch. 

Rebuilding  bone 
with  less  pain 


By  Philip  E.  Ross 

LAST  year  Denver  surgeon  Steven 
Nelson  treated  a  man  who  had  much 
of  his  lower  jaw  and  chin  shot  away. 
Nelson  had  to  use  a  titanium  mesh 
tray,  screwed  onto  the  patient's  jaw. 
"We  packed  it  with  his  own  bone, 
taken  from  his  hip,"  savs  Nelson.  "In 
nine  to  ten  months,  hopefullv,  the 
bone  will  set  and  we  will  be  able  to 
take  the  tray  out." 

It's  a  painful,  complicated  way  to 
reconstruct  a  jaw,  but  for  now,  the 
only  good  option.  As  a  permanent 
replacement  for  lost  bone,  at  least  in 
most  parts  of  the  bodv,  titanium  usu- 
ally won't  do  because  it  doesn't  inte- 
grate well  with  the  body's  soft  tissues 
over  a  long  period.  Cadaver  bone  will 
fit  in  well  enough,  but  it  must  be 
sterilized  anci  stripped  of  immunolog- 
ically incompatible  proteins.  That 
treatment  costs  it  much  of  its 
strength.  So  most  people  who  under- 
go bone  replacements  in  stress-bear- 
ing areas  like  the  jaw,  the  joints,  the 
legs  and  the  arms  must  undergo  auto- 
grafting — an  extra  procedure  that 
adds  risk  and  piles  on  the  postopera- 
tive pain. 

Surgeons  would  love  to  have  syn- 
thetic bones  that  the  b  >dy  would 
accept  as  real.  A  chemistry  professor  at 
the  University  of  Texas  in  Austin 
seems  to  have  the  solution,  it  his 
backers  get  federal  approval,  the 
product  could  be  on  the  market  in  a 
few  years. 

Biomedical  engineers  have  long 
tried  to  bake  artificial  bone  out  of 
hvdroxvapatite,  the  calcium  phos- 
phate compound  that  is  the  principal 
ingredient  of  most  bones  (and  all  of 
the  enamel  in  your  teeth).  It's  no 
problem    getting   the    mineral — you 

182 


just  dig  it  out  of  the  earth — but  ce- 
ramicists  can't  work  the  stuff.  At  fu- 
sion temperature,  around  1,200  de- 
grees Celsius,  its  molecules  lose  hy- 
drogen and  oxygen  as  steam.  What's 
left  behind  is  brittle. 

Chemist  Richard  Lagow,  49,  has  a 
different  approach:  Don't  start  with 
the  mineral  compound,  start  with 
simpler  ingredients.  "We  chemically 
synthesize  hydroxyapatite  from 
things  as  simple  as  calcium  metal, 
calcium  hydroxide  and  phosphoric 
acid,"  he  says.  "The  largest  size  we've 
made  is  about  5  inches  by  8  inches  and 
2  inches  thick — pretty  much  a  brick. 
The  most  intricate  thing  we've  caned 
is  a  complete  human  temporal  bone. 
That's  the  bone  [above  the  jaw]  near 
the  ear  and  skull.  There's  no  way  to 
replace  it  now." 

The  ersatz  bone  is  being  developed 
bv  OsteoMedica  Corp.,  an  Austin 
startup  for  which  Lagow  is  chairman 
of  the  board.  The  firm  is  largely  fi- 
nanced bv  Kimball  Chen,  43,  a  New 
York  businessman  and  venture  capi- 
talist with  diverse  holdings  that  range 
from  biotechnology  to  a  natural  gas 
shipping  fleet. 

OsteoMedica's  material  can  be 
made  utterly  pure,  without  contami- 
nants that  would  hinder  integration 
with  the  body's  own  tissues.  Any  de- 
gree of  porosity  is  possible:  Swiss- 
cheese  style,  for  quick  penetration  by 
blood  vessels  and  new  bone,  or  dense, 
for  brute  strength. 

The  body  not  only  tolerates  the 
implanted  objects  but  integrates 
them  into  its  own  tissue  quickly.  Giv- 
en time,  it  even  treats  the  foreign 
mineral  like  family.  Osteoclasts  chip 
awav  at  the  fake  bone  with  their  acidic 


secretions,  making  craters  into  whi 
concrete  crews,  called  osteoblasts,  1 
down  new  bone.  That's  just  what  t 
body  does  with  its  natural  bone.  Su 
remodeling  repairs  microsco^ 
cracks  before  they  can  develop  in 
bigger  cracks.  That  explains  why  n. 
ural  bone  outlasts  prostheses  ma  .. 
even  of  space-age  alloys. 

For  several  vears  Lagow  has  h 
dogs  running  around  on  legs  contai 
ing  segments  of  his  concoction.  Mc 
recent  studies  have  demonstrated 
applicability  to  jaw  implants  and  sj 
nal  fusions,  two  important  applk  . 
tions.  (Surgeons  sometimes  fuse  a 
joining  vertebrae    to   treat   pinch 
nerves.)  OsteoMedica  is  consider! 
undertaking  human  trials  in  Austra 
and  Britain,  where  the  regulatory  hi 
dies  aren't  so  high.  Later  it  will  ta 
on  the  tough  Food  &  Drug  Admin,  ^ 
tration  in  the  U.S. 

However,  the  many  virtues  OsK 
Medica  claims  for  its  material  mi 


WW 

'tr: 
I 

:    ; 

^  : 
bog 


:>■: 


; 


Forbes  ■  February  IS,  19 


'  "(fflpoi 


OsteoMedica's 
Richard  Lagow  and 
a  postoperative 
pooch 

His  ersatz  bone 
is  strong  enough 
for  a  dog  to  run 
around  on, 
yet  familiar 
enough  to  the 
body  to  live  in 
harmony  with  its 
tissues. 


I  mpete  against  the  hard  fact  that  a 

•  npcting  product  got  FDA  approval 
;l  1992  and  began  selling  in  1993. 
s;  xrpore  International,  of  Irvine, 
:)  lif.,  chemically  treats  coral  to  get 

II  droxyapatite.  The  coral's  natural 
a  re  structure  provides  a  wav  in  for 
i  dy  tissues,  aiding  integration,  but 

o  limits  strength.  It  has  therefore 
:  :n  approved  for  only  low-stress  ap- 
:3  cations,  such  as  fractures  at  ends  of 
"  ig  bones,  like  the  thigh.  For  now, 
i  !  best  long-term  hope  for  patients 
:!  o  need  tough  bone  seems  to  be 

•  J  bow's  invention.  M 
. 

4  I  X  ray  (far  right)  shows  a  dog's 
•:  deg.  its  implant  fixed  by  a  temporary 
iij  bl  bridge; 
3  It,  temporal  bone  of 

teoMedica  molds 
ipes  as  intricate  as 
Is  temporal  bone. 
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Abolish  the  FCC 


COMMENTARY  BY  PETER  HUBER 


Peter  Huber,  a  senior  fellow 
of  the  Manhattan  Institute,  is  the 
author  of  Orwell's  Revenge;  his 
E-mail  address  is 
72643.221  l@compuserve.com. 


New  Zealand  did  it,  which  proves 
it's  possible.  We  probably  won't.  Still, 
a  Congress  that  promises  to  reinvent 
both  government  and  telecommuni- 
cations law  should  think  big. 

We  can  start  by  abolishing  the  no- 
tion that  there's  some  compelling  rea- 
son and  overarching  logic  behind  the 
Federal  Communications  Commis- 
sion we've  got.  The  commission  is  in 
fact  a  hodgepodge  of  responsibilities 
and  powers,  accumulated  over  the 
years  much  as  Congress  accumulated 
committees,  caucuses  and  free  ice  ser- 
vice. There  never  was  a  master  plan. 
The  fcc  just  grew. 

The  first  radio  stations  weren't  li- 
censed at  all.  When  interference  be- 
came a  problem  in  the  1920s,  courts 
began  working  out  sensible,  com- 
mon-law property  rights  in  spectrum. 
Before  thev  could  finish  the  job,  Con- 
gress enacted  the  1927  Radio  Act, 
creating  a  commission  that  turned 
into  the  fcc. 

The  commission  zones  the  air- 
waves: so  much  bandwidth  for  televi- 
sion, so  much  for  cellular  telephones. 
That  job  should  simply  be  abolished. 
The  market  can  decide  how  to  use 
spectrum  most  productively,  once 
spectrum  is  pla<  d  in  private  hands. 
The  FCC  also  has  rhe  job  of  placing  it 
there.  It  licenses  ie  station  that  car- 
ries Rush  Limbaugh  and  not,  say,  one 
that  would  earn-  Howard  Stern.  The 
procedure  is  a  rancidly  political  "pub- 
lic interest"  hearing. 

Lotteries    have    been    tried,    too. 
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More  recently,  spectrum  has  been 
auctioned  for  cash,  raising  billions  for 
the  Treasury.  We  already  have  a  De- 
partment of  the  Interior  that  sells  off 
oil,  gas  and  mineral  rights.  Let  Interi- 
or sell  spectrum  as  well.  Private  own- 
ers can  then  go  after  any  trespassers  in 
court,  much  as  they  privately  evict 
unauthorized  cars  from  their  parking 
lots.  Economists  have  been  urging 
this  for  decades. 

The  1934  Communications  Act 
swallowed  the  1927  Radio  Act 
whole  and  added  a  greasy  slab  of  new 
law  to  regulate  interstate  phone 
companies.  Nobody  runs  a  new 
phone  wire  from  New  York  to  New- 
ark, or  removes  an  old  one,  or  deliv- 
ers a  new  service  over  it,  without  FCC 
say-so.  That  screening  isn't  needed. 
We  can  open  entry  to  all,  and  let  the 
states  police  public  rights  of  way. 
The  fcc  regulates  interstate  prices, 
too.  It  can  stop:  Competition  will 
set  prices  instead.  The  fcc  regulates 
what  local  carriers  charge  interstate 
carriers  to  originate  and  terminate 
calls.  That  responsibility  can  be  re- 
turned to  the  states. 

Technical  types  at  the  commission 
police  the  interfaces  between  local 
and  long  distance  phone  companies, 
local  and  cellular,  terminal  equipment 
and  local,  and  so  on.  Industry  com- 
mittees could  work  out  these  things 
under  compulsory  bargaining  rules. 
Provide  for  quick  resolution  in  an 
expert  court  if  negotiations  break 
down.  Cable  companies  worked  out 
access  to  telephone  poles  that  way 
after  Congress  enacted  the  Pole  At- 
tachment Act  in  1978. 

Satellite  regulation  is  covered  by  a 
1962  law  that  established  Comsat  and 
empowered  the  fcc  to  regulate  it. 
Comsat  has  since  been  privatized.  We 
can  deal  with  the  assignment  of  satel- 
lite spectrum  and  orbital  parking  slots 
in  the  same  way  as  back  on  earth — 
through  auctions  administered  by  the 
Department  of  the  Interior.  We  can 
deal  with  international  organizations 
through  the  State  Department. 

Cable  can  be  handled  like  tele- 
phone. Technical  standards,  equip- 
ment interfaces,  and  so  on,  go  to 


industry  committees.  We  get  rid  of; 
federal  and  state  entry  barriers,  whi< 
currently  impede  telephone  compl 
nies,  apartment  building  landlord 
direct     satellite     broadcasters     ail 
"wireless    cable"    companies    fro 
competing  freely  against  ordinary  cj 
ble.  The  blossoming  of  new  compe 
tion  will  then  let  us  tear  down  ti 
rickety  edifice  of  price  regulation  <| 
tablished  by  the  1992  Cable  Act. 

The  fcc  also  polices  countlci 
structural  rules  that  keep  apart  pho 
and  cable,  cable  and  broadcast,  tele  ( 
sion  and  radio,  broadcast  and  newspl 
pers,  networks  and  local  stations,  aff 
so  on.  Get  rid  of  them.  The  antitnl 
laws  already  forbid  anticompetitrl 
combinations,  and  every  major  meij 
er  has  to  be  reviewed  by  the  Depal 
merit  of  Justice.  If  one  player  sonj 
how  grows  too  fat  anyway,  Justice  c  J 
hunt  it  down  and  carve  it  up.  It  l| 
done  so  before. 

Finally,  the  FCC  administers  sub| 
dies  to  promote  cheap  phone  serv 
in  rural  areas  and  for  the  poor.  If  tJ 
country  really  needs  welfare  cyb] 
stamps  (or  a  laptop  computer  credl 
they  can  be  administered  throuj 
welfare  agencies.  They  could  be  fin 
ed  by  spectrum  auctions  and  a  mod| 

The  Department  of  the 
Interior  sells  oil  and  miner 
rights.  Let  it  sell 
spectrum  as  well. 


tax  on  all  telecom  receipts. 

The  >  Bell   breakup   in    1984 
leashed  a  tremendous  surge  of  cc 
petitive  energy  and  innovation. 
FCC  sprawls  across  many  more  line 
business  than  Bell  ever  did,  and  i 
monopolistic  as  any  institution 
get.  Like  the  Department  of  Ene 
the  commission's  functions  were  c 
ceived  by  people  who  believed 
markets  create  scarcity  and  that  g 
eminent    delivers    abundance, 
commission  is,  in  short,  New  I 
and  Old  Democrat,  a  relic  of  the  p 
Make  it  history. 

Forbes  ■  February  13,  1 
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ne  play  can  mean  the  difference  between  winning  and  losing.  One  fax  can  mean  the  difference  between  the 
right  play  and  the  wrong  one.  Perched  high  in  a  press  box  at  Soldier  Field  with  a  bird's  eye  view  of  the  opposing 
defense,  Chicago  Bears  offensive  coordinators  diagram  plays  and  send  them  down  to  the  sideline.  They 
send  them  down  to  a  Muratec  plain-paper  fax  with  superfine  resolution  and  image  smoothing.  After  all, 
a  picture  can  be  worth  more  than  a  thousand  words.  Six  points  to  be  exact.  Muratec.  1-800-543-4636 
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PUTERS  /  COMMUNICATIONS 


With  [Y    modem  your  computer  is  connected 
to  the  world.  Also,  the  world  is  connected  to  your 
computer— and  may  be  snooping  on  your  hard  drive. 

Big  Modem 
is  watching 


By  Nikhil  Hutheesing 

NEXTTIME  you  try  out  a  new  topic  on 
your  on-line  service,  it  will  probably 
pause  for  a  few  moments  to  download 
graphics  files  onto  your  computer. 
Without  any  intervention — or  even 
conscious  permission — by  you,  the 
service's  host  computer  comman- 
deers a  slice  of  your  hard  drive  and 
deposits  data  onto  it.  All  this  to  make 
your  future  journeys  through  cyber- 
space quicker  and  prettier. 

Wait  a  minute.  If  a  faraway  comput- 
er can  write  to  your  drive,  what's  to 
stop  it  from  reading?  Couldn't  it 
check  out  the  size  of  your  hard  drive 
or  the  brand  of  your  word  processor? 
If  it  were  mischievous  enough, 
couldn't  it  capture  the  checking  ac- 
count balance  recorded  in  your  home 
finance  program? 

Such  dire  possibilities  are  the  buzz 
of  the  paranoid  sector  of  the  on-line 
community.  Wouldn't  Microsoft  be 
tempted  to  boost  its  marketing  de- 
partment by  putting  some  kind  of 
snooping  powers  into  the  on-line  ser- 
vice forthcoming  with  its  Windows 
95  operating  system? 

Microsoft  denies  any  such  inten- 
tion. "We  are  very  mindful  of  the 
church  -and-  state  aspect  of  all  this," 
says  Russell  Siegelman,  the  general 
manager  or  Microsoft  Online  Services 
Group.  Prodigy  says  it  never  looks  at 
information  from  a  customer's  com- 
puter, other  than  to  check  the  amount 
of  free  space  available.  Likewise  ( Com- 
puServe and  America  Online. 

But  people  who  use  modems  are 
not  wrong  to  be  fearful.  A  little  spying 
did  take  place  last  year  at  Central  Point 
Software,  now  a  division  of  the  very 
respectable  Symantec  Corp.,  a  firm 
that     sells     housekeeping     programs 
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called  "utilities."  Beaverton,  Ore.- 
based  Central  Point  picked  up  data 
about  customers'  computers  via  an  on- 
line registration  form. 

It  was  all  inadvertent,  insists  Gary 
Thomassen,  Symantec's  director  of 
marketing.  He  says  the  data  were 
unwittingly  collected  and  never  even 
made  it  into  Central  Point's  perma- 
nent records. 

How  did  this  snooping  come 
about?  Thomassen  points  a  finger  at 
Pipeline  Communications,  an  Atlan- 
ta-based company  that  produces  reg- 
istration-software and  market  research 
tools.  In  distributing  its  PC  Tools  for 
Windows,  Central  Point  included 
registration  software  developed  by 
Pipeline.  The  software  allowed  cus- 
tomers to  enter  data  on  an  electronic 
registration  form,  click  on  "send" 
and  thus  launch  the  information  via 
modem  to  Pipeline.  Pipeline  then  for- 
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warded  it  electronically  to  a  Ccnti 
Point  mainframe. 

So  far,  so  good.  But  the  registratfl 
software  also  gathered  descriptions 
the  user's  system — the  microprocJ 
sor,  the  version  of  DOS  and  Windov 
the  type  of  display  and  mouse  and  I 
amount  of  free  space  left  on  the  cot 
puter's  hard  drive. 

When  your  modem  lights  up,  y< 
probably  don't  have  any  wayofknq 
ing  just  what  is  being  sent  over  t 
phone  line.  The  Pipeline  spvi 
might  never  have  come  to  light 
for  the  fact  that  the  registration  n 
tine  created  a  text  file  on  the  custoi 
er's  computer  detailing  his  equ: 
ment  before  forwarding  this  text  1 
over  the  modem  connection. 

Alert  PC  Tools  customers  notic 
the  odd  text  file  and  squawked  abc 
it  on  CompuServe's  bulletin  boar 
Thomassen  says  that  about  10,0 
personal  computers  were  scans 
during  the  registration  process  beffl 
his  company  heard  complaints  a 
called  a  halt  to  it.  Central  Point  r 
Pipeline  change  the  software 
that  it  would  no  longer  collect  i 
information. 

While  Symantec  Corp.  insists  tha, 
hadn't  been  aware  of  the  snoop  fu 
tion,  Pipeline  makes  no  bones  at* 
its  intentions.  The  idea  is  to  helpi 
clients  understand  their  customo 
needs.  "To  develop  new  produ 
they  need  to  know  what  their  custc 
ers  have  from  a  software,  a  hardw 
and  a  technical  support  standpouj 
says  J.  Bradford  Biddy,  director 
Pipeline's  product  marketing. 

Biddy  says  that  at  least  one  of  Pi 
line's  clients  is  now  using  the  feat 
to  scan  its  users'  hard  drives — 
only  after  getting  each  user's  perr 
sion.  He  won't  name  the  client. 

What  if  you  use  your  on-line  sen 
as  a  gateway  into  the  big,  wild  wj 
of  the  Internet?  There  lurk  danj 
that  make  the  Central  Point  brouh 
look  trivial  in  comparison.  There 
thousands  of  home  pages  on 
World  Wide  Web.  While  you  are  s( 
ning  one,  the  operator  could  be  s< 
ning  you. 

Know  your  customer,  goes  the 
marketing  adage.  For  modern  j* 
ers,  the  new  adage  is:  Ki 
what's  on  the  other  end  of 
phone  line.  If  you  can't  trus 
don't  connect  to  it. 

Forbes  ■  February  13,  ] 
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RICOH  REDUCES  THE  HIGH  PRICE 
OF  HIGH  VOLUME  COPYING 


Ricoh  rewrites  the  rules  for  high  volume  copying 
ith  touch  screen  technology.  The  RICOH  FT8880  and 
T8780.  Each  uniquely  versatile.  Both 
j  urprisingly  affordable. 

These  copiers  are  so  easy  to  use 
lat  they  make  your  entire  company 
lore  productive.  And  quick.  80  copies 

1994  Ricoh  Corporaljon 


THE    NAME    TO    KNOW 


1-800-63-RICOH 


per  minute.  A  remarkable  5,050  sheet  capacity  that  lets 
you  run  bigger,  more  complex  jobs.  And  these  powerful 
capabilities  are  easily  and  efficiently 
tapped  at  the  touch  of  a  screen. 
Call  us  for  a  demonstration  at 
1-800-63-RICOH. The  Ricoh 
touch  screen.  Look  into  it. 


Official  Copier  and  Fax 


USA 


Volleyball  ham 
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How  do  you  get  doctors  to  pay  attention  to  costs 
without  interfering  with  medical  decisions? 
Try  leaving  printouts  on  their  desks. 

Knowledge 
is  money 


By  John  R.  Hayes 

When  family  practice  doctors  join 
Mid  Atlantic  Medical  Services,  they 
get  a  contract  and  an  education.  By 
contract,  Mamsi,  a  Rockville,  Md.- 
based  health  maintenance  organiza- 
tion, agrees  to  pay  them  a  flat  monthly 
fee  per  patient  of  about  $10,  varying 
slightly  by  age  and  sex,  regardless  of 
how  often  they  see  those  patients. 
The  education  consists  of  a  stream  of 
computer  printouts  detailing  costs 
their  patients  impose  on  Mamsi. 

Computer  printouts.  Aren't  they 
the  sort  of  thing  a  busy  doctor  will  just 
toss?  Not  these.  George  Jochum,  62, 
Mamsi's  plain-talking  chief  executive, 
who  took  this  medical  job  after  a 
career  in  data  processing,  says  one 
simple  incentive  ensures  that  the  doc- 
tors spend  a  few  hours  each  month 
studying  the  numbers:  "They  get  to 
keep  their  job." 

The  $730  million  (estimated  1994 
revenues)  Mamsi  is  in  a  tight  spot. 
Like  any  intermediary  in  the  health 
insurance  business,  it  is  under  pres- 
sure from  the  employers  paying  for 
health  care  to  crack  down  on  costs. 
But  intermediaries  can't  be  too  heavy- 
handed  about  their  financial  controls: 
They  don't  want  patients  dying  or 
suffering  from  inadequate  care. 

One  approach  would  be  to  pay  the 
doctors  in  an  hmo  collectively  a  lump 
sum  per  patient  so  that  every  outlay 
for  surgery  or  tests  comes  right  out  of 
their  wallets.  But  that  gives  doctors  a 
too  powerful  incentive  to  be  stinting 
in  treatments.  Another  way  to  control 
costs  is  to  do  a  lot  of  second-guessing 
of  doctors'  decisions. 

Mamsi's  style  is  more  subtle.  It 
consists  of  calculating  some  averages 
and  subtotals  and  mailing  the  statis- 


tics to  the  3,000  family  practitioners, 
internists,  pediatricians  and  gynecol- 
ogists who  first  see  a  patient.  The 
printouts  detail  to  these  "primary  care" 
doctors  what  their  508,000  patients 
cost  the  hmo.  Key  number:  how  each 
doctor's  average  monthly  patient  cost 
compares  with  other  Mamsi  doctors'. 
"Doctors  don't  want  to  be  consid- 
ered any  different  from  their  peer 
group,"  says  Suzanne  Groh,  director 
of  physician  relations. 

Calculating  meaningful  averages  is 
tricky.  If  a  pediatrician  seeing  250 
Mamsi  patients  cares  for  a  single  pre- 
mature birth',  for  that  reporting  quar- 
ter her  monthly  per-patient  cost  aver- 
age will  jump  from  $260  to  $425. 
The  software  includes  formulas  to 
prevent  a  high-cost  patient  from 
skewing  the  numbers.  It  also  is  smart 
enough  to  know  differences  in  doc- 
tors' clienteles — the  fact  that  a  family 
practitioner  who  sees  mostly  young 
patients  can't  be  directly  compared 
with  an  internist  with  a  concentration 
of  elderly  cardiovascular  patients. 

To  overcome  the  obvious  incentive 
to  keep  the  flat  monthly  fee  and  refer 
all  the  patients  to  specialists,  Mamsi 
adjusts  the  payout  to  primary  doctors 
with  rewards  and  penalties.  It  pays  an 
extra  fee,  for  example,  if  a  doctor  sews 
up  a  wound  on  a  Saturday  night  in- 
stead of  sending  the  patient  to  the 
emergency  room;  it  imposes  penalties 
on  the  worst  buck  passers. 

Mamsi's  14,400  specialists  get  paid 
by  the  job.  Payments  for  common 
procedures  like  an  appendectomy 
($600)  or  prenatal  care  and  delivery 
($2,050)  are  fixed  in  advance  and 
hard  to  inflate.  But  it's  easy  for  spe- 
cialists to  run  up  charges  for  other 
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procedures,  and  it's  up  to  the  prim 
ry-care  doctors  to  monitor  them 

They  do  that  by  digging  deep , 
into  their  computer  printouts.  TT 
reports    list    every    procedure    p< 
formed  by  every  specialist  and  its  tU 
feet  on  the  primary  doctor's  cost  tal  w 
If  Smith  the  internist  is  getting  pen 
ized  because  the  diabetes  patients 
sends  to  Jones  the  endocrinologist « 
running  40%  over  average,  a  glance 
the  report  may  show  that  Jones  lil 
to  check  blood  sugar  twice  a  week. 
Smith  agrees  with  the  treatment,  fir 
But  why  let  Jones  charge  for  the 
office  visits  when  you  can  draw  bio 
at  your  own  office? 

"At  the  beginning  we  didn't  knfl| 
what  the  hell  we  were  doing,"  s; 
Dr.  Michael  Davidov,  member  o: 
six-physician  primary-care  practice 
Falls  Church,  Va.  whose  costs  j 
patient  have  come  down  in  one  yi, 
from  140%  of  the  internist  averagei 
110%.  "Now  we  can  just  explain  i 
the  specialist  that's  the  way  we'd  II 
to  practice." 

Just  having  the  facts  at  their  fing^ 
tips  is  enough  to  get  most  doctors- '"' 
line.  Since  1991  Mamsi  has  termini 
ed  two  doctors  for  cost  reasons.  1% 
rest  get  the  message  pretty  quid 
Four  years  ago,  34%  of  Mamsi  babl 
were  born  by  cesarean  section; 
figure  is  now  22%.  The  goal  is  19%. 


Mamsi's  George  Jochum  and  Suzanne  Grc  ] 
The  incentive  for  doctors: 
"They  get  to  keep  their  job." 


Forbes  ■  February  13,  1 
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The  Award  Winning 
Graphics  and  Publishing  Team! 
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Ideal  Ejitry-Level  Graphics 

CorelDRAW  3  is  so  easy  to  use!  With 
precision  type  control,  amazing  special  effects  and 
powerful  illustration  tools,  CorelDRAW  3  is  the  ideal 
entry-level  graphics  package.  CorelDRAW  3  includes 
CorelCHART,  Corel  PHOTO-PAINT,  CorelSHOW, 
CorelTRACE  and  Corel  MOSAIC. 


•  250  fonts 


•  14,000  Clipart 

Image*  ft  Symbols 
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Pou  erf iou.se  (/rapines 

CorelDRAW  4  is  the  complete  graphics  solution.  With  all 
the  power  and  modules  of  CorelDRAW  3,  CorelDRAW  4  also 
includes  dozens  of  new  artistic  and  technical  enhancements,  an 
object-oriented  animation  module,  OCR  capabilities  and  multi- 
page  layout. 


•  750  fonts 


•  18,000  Clipart 

Images  It  Symbols 


Complete  Graphics  &  Publishing  Solut 

CorelDRAW  5  combines  the  graphics  power  of 
CorelDRAW  and  the  advanced  publishing  capabilities  of 
Corel  VENTURA  5  within  an  integrated  user  interface. 
CorelDRAW  5  has  all  the  modules  of  CorelDRAW  4  plus  a 
revolutionary  color  management  system,  major  gains  in 
speed  and  performance,  and  hundreds  of  improvements. 


•  825  fonts 


•  22,000  Clipart 

Images  ft  Symbols 
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C  D  R  P  D  RATE 
SDFTWARE 


1-800-291-7757 


*  US$  plus  applicable  taxes 


CONFERENCE 
&  SHOWCASE 

ft,    June  1-2,  1995 

Ottawa,  Canada 

1-80O-896-C20&6 


&COREL 

1-613-728-3733 


Corel  Product  Tour 

Corel  representative  It  coming  to  your  area  to  demonstrate  our  latest  products.  For  details  on  how 

ou  can  attend  one  of  these  FREE  presentations  and  receive  the  complete  US/Canada  tour  of  cities, 

call:  1-613-721-0128  eit.  30(0  and  ask  lor  Document  #  1095  to  be  taied.  Demonstrations: 

llat-Feb.  6;  Houston-Feb.  7;  Kansas-Feb.  8;  Mllwaukee-Feb.  9;  Mlanta-Feb.  10;  Chicago-Feb.  10. 

the  Corel  $2,000,000  World  Design  Contest  and  win!  (September  to  March)  To  receive  a  laud 
of  the  contest  rules  and  an  entry  form  please  call:  1-613-728-0826  ext.  3080,  Document  #1004. 
»  a  message  please  dial:  1-613-728-0626  eit.  81609. 


5  Managing  inventory  is  serious  business.  Especially  when  you're  dealing  with  hospital  supplies.  Like  custom-designn 
sterile  procedure  packs  for  hip  replacement  surgery.  How  does  Baxter  Healthcare  Corporation,  the  largesl 
distributor  of  healthcare  products  in  the  world,  do  it?  ©  A  just-in-time,  stockless  inventory  supply  system  callec 
the  ValueLink®  service.  Built  on  a  foundation  of  Microsoft®  products  (including  Windows  NT™  Server,  part  of  th 
BackOffice  family),  with  the  help  of  Lante®  Corporation,  a  Microsoft  Solution  Provider.  ValueLink  enables  hospi 
to  order  supplies  online.  It  also  generates  a  huge  volume  of  purchase  orders,  since  Baxter  now  delivers  to  thousan 
of  points  within  a  hospita.  versus  just  one:  the  loading  dock.  The  ValueLink  Distributed  Just-in-Time  Processor  is-! 
cost-effective  way  to  manage  and  meet  this  demand.  ©  ValueLink  creates  a  virtual  corporation  between  Baxter 
its  customers  by  networking-and  seamlessly  integrating-their  information  systems.    *The  result?  On  average 
astonishing  99.3  percent  order  fill  rate  across  all  products.  Which  means  the  right  supplies  get  to  the  right  plac 
the  right  time.  ©  Rich  Gius,  Director  of  Information  Technology  for  Baxter,  adds,  "The  new  system  is  more  flexit 
so  we're  able  to  customize  the  service  to  meet  each  hospital's  own  supply  management  needs."  ©  To  learn  hov 
Microsoft  can  help  you  gain  business  advantage  using  computers,  call  (800)  437-31  19,  Dept.  G4V. 


The  hip  prosthesis  pictured  above  was  supplied  by  DePuy®  Inc.  and  is  not  available  through  a  Baxter  sterile  procedure  pack.  ©  1 995  Microsoft  Corporation.  All  rights  reserved.  Microsc 
Where  do  you  wont  to  go  today7,  and  Windows  NT  are  either  registered  trademarks  or  trademarks  of  Microsoft  Corporation  in  the  United  States  and/or  other  countries.  ValueLink  is  a 
registered  trademark  of  Baxter  Healthcare  Corporation.  DePuy  is  a  registered  trademark  of  DePuy  Inc.  Lante  is  a  registered  trademark  of  Lante  Corporation. 
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It's  not  a  bug,  it's  a  feature 


■■HMH.WlMJ.'liM.MlMl-HIM 


Andrew  J.  Kessler  is  a  managing  director  at 
Unterberg  Harris,  an  investment  banking  firm  in 
San  Francisco;  his  MCI  mail  address  is  akessler. 


That  little  mistake  in  Pentium's 
calculator  cost  Intel  a  $475  million 
pretax  charge  in  its  fourth  quarter. 
Freak  occurrence?  Earthquake?  No, 
everyday  business.  I'll  go  out  on  a 
limb  and  say  that  every  piece  of  hard- 
ware and  software  ever  shipped  had  a 
bug  in  it.  You  better  get  used  to  it. 

NASA  legend  has  Neil  Armstrong 
rebooting  a  navigational  computer 
during  the  lunar  landing  and  reload- 
ing all  256  bytes  by  hand.  The  charac- 
ter played  by  Harrison  Ford  in  Star 
Warshud  a  similar  problem;  he  got  his 
starship  back  on  line  with  a  quick  slap 
of  his  hand. 

In  Showstopper!,  author  Gregg 
Zachary  has  made  a  whole  saga  out  of 
the  debugging  of  Microsoft's  Win- 
dows NT  operating  system.  The  "'be- 
ta," or  early  sample  copy  of  NT  sent 
out  to  friendly  test  customers,  had 
30,000  known  bugs  in  it.  Microsoft 
insists  that  most  have  been  fixed  by 
now.  Note  that:  most,  not  all. 

The  point  is  not  how  to  create 
products  without  bugs,  because  that 
cannot  be  done.  The  point  is  learning 
to  live  with  them,  as  vendor,  user 
or  investor. 

As  in  entomology,  bugs  in  prod- 
ucts range  from  the  merely  annoying 
to  the  lethal.  General  Motors  recalls 
thousands  of  cars  ever)'  year  with 
defects.  Is  this  bad  for  either  GM  or 
the  consumers?  It  depends  on  how 
the  bugs  are  handled.  A  manufacturer 
has  to  strike  an  intelligent  balance 
between  the  cost  of  perfection  and 
the  cost  of  correction.  In  the  1970s 
U.S.  carmakers  weren't  striking  the 
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right  balance,  and  consumers  were 
deserting  in  droves  to  Japanese 
makes.  Now  Detroit  seems  to  have 
the  hang  of  it.  Auto  recalls  aren't 
front-page  news  anymore. 

Instead,  we  get  headlines  about  a 
division  error  that  Intel  claims  is  so 
rare  you  wouldn't  see  it  for  10  zillion 
years.  Intel  may  or  may  not  have 
reacted  badly  by  hesitating  before 
offering  no-questions-asked  trade- 
ins — that  question  will  be  debated  for 
years  to  come  in  Harvard  Business 
School  case  studies.  But  it's  clear  that 
Wall  Street  reacted  inappropriately, 
knocking  Intel  stock  off  by  eight 
points  in  seven  trading  days  after  the 
news  first  surfaced  about  the  Pentium 
bug.  In  fact,  bugs  are  as  much  an 
opportunity  as  a  source  of  loss. 

Software  companies  from  Micro- 
soft to  Lotus  to  Intuit  (soon  to  be 
part  of  Microsoft)  have  the  market- 
ing insight — and  gall — to  turn  real 
bugs  into  a  profit  center.  They  do 
that  by  selling  yearly  upgrades  to 
their  applications  that  offer  little  in 
the  way  of  improved  functions  but  a 
lot  by  way  of  malting  the  old  func- 
tions work  better. 

Version  3.0  of  Intuit's  Quicken  for 
Windows  had  a  bug  that  caused  it  to 
capitalize  the  second  letter  of  a  name 
incorrectly.  Checks  to  my  accountant 
Art  were  always  printed  ARt.  Annoy- 
ing, but  not  lethal.  Intuit  exterminat- 
ed the  bug  in  Version  4.0,  turning  it 
into  a  product  upgrade  sale. 

Of  course,  you  can't  charge  the 
public  $29.95  for  what  is  in  effect  a 
product  recall,  so  you  don't  label 
your  upgrade  a  debugging  routine. 
You  just  say  it's  a  better  way  of  doing 
things.  As  the  engineers  reflexively 
say  when  someone  criticizes  their 
programs:  "Hey,  that's  not  a  bug, 
that's  a  feature." 

While  Intel  suffered  some  tarnish- 
ing of  the  Pentium  brand  name  dur- 
ing the  early  days  of  the  crisis,  it  has 
since  recovered  lost  ground.  My 
guess  is  that  most  users  of  Pentiums 
didn't  even  know  what  floating  point 
means  and,  after  all  of  the  press  cover- 
age still  don't.  What  they  are  more 
likely    to    remember    is    that    Intel 


stands  behind  its  products.  Whi 
other  chip  firm  has  $475  million  t 
spend  fixing  an  obscure  defect?  Ii 
vestors,  belatedly,  have  figured  oi 
what  is  going  on.  Intel  has  sinci 
rebounded  from  58  to  70. 

In  the  end,  what  makes  a  computi 
company  sink  or  float  is  not  engines 
ing  bugs  but  marketing  bugs.  Versic 
3.0  of  Microsoft  Windows  had 
queer  bug  that  caused  the  program  i 
crash  and  provide  the  cryptic  messaj 
"unrecoverable    application    error > 


Most  users  of  Pentiums 
didn't  even  know  what 
floating  point  means— 
and  still  don't. 


Microsoft  fixed  the  bug  in  versk 
3.1,  generating  a  billion  dollars 
upgrade  fees.  Basically,  Windows  st> 
crashes  a  lot,  but  the  message  H 
gotten  better.  Microsoft  really  knoi 
how  to  sell. 

Contrast  Adobe  Systems,  a  fin 
rate  software  company  from  an  enn 
neering  standpoint — these  folks  pr<r 
ty  much  invented  type  font  softws 
as  we  know  it — but  a  second -n 
marketer.  Its  most  recent  gaffe  was! 
push  a  page-and-document  format  l 
users   called  Acrobat.   Acrobat  v\ 
supposed  to  be  at  once  universal  aj 
proprietary.  That  is,  it  was  going  to 
the    lingua   franca   for   transmitti 
document    detail    beyond    the    n 
text — for  example,  the  type  sizes  a. 
picture  layout.  Yet  Adobe  was  goi> 
to  own  the  language  and  exact  a  t 
from  everyone  who  published  or  ev 
read  a  document  written  to  Acro; 
specifications.  A  backlash  by  poti 
tial  users  has  forced  Adobe  to  sc 
back  its  ambitions. 

The  message  in  all  this:  If  y« 
favorite  computer  or  software  stfl 
gets  hammered  because  of  an 
nounced  bug,  consider  buying  mc 
But  if  you  sense  that  a  good  engine 
ing  company  is  plagued  by  market 
bugs,  don't  invest  in  it. 
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could  have  chosen  any 

laser  printer. 

They  chose  ours. 


Introducing  the  Brother  HL-600  Series 
Laser  Printers,  with  exclusive  Straight 
Paper  Path  Technology  that  sets  a  new 
standard  in  quality  and  value. 

If  your  next  laser  printer  doesn't  have  our 
exclusive  Straight  Paper  Path  Technology,  that  may 
put  a  wrinkle  in  many  of  your  printing  projects. 

That's  because  our  laser  printers  don't  take 
your  paper  down  a  curvy,  twisty  paper  path  like 
other  laser  printers.  So  everything  comes  out 
straighter  and  faster  (up  to  a  blazing  6  pages  per 
minute).  You'll  be  able  to  automatically  stack  and 
feed  those  troublesome  envelopes  (up  to  10  at  a  time), 
and  paper  sizes  as  small  as  2.75"  X  5"  without  having  to 
worry  about  how  they'll  look  when  they  come  out.  You 
can  print  not  only  standard  paper  stocks,  but  also 
tri-fold  brochures,  invitations, 
newsletters,  etc.  It's  like 
having  your  own  personal 
print  shop! 


Brother  HL-  630 
November  22, 1994 


Versatility  is  just  the  beginning  because  our 
Straight  Paper  Path  Technology  virtually  elimi- 
nates those  horrifying  paper  jam  glitches  that  usu- 
ally force  you  to  disassemble  your  laser  printer. 
Technologically  remarkable...  yet  remark- 
ably affordable. 

Our  HL-600  Series  Laser  Printers,  the  first  in  a 
new  family  of  quality  printers,  also  offers  other 
advanced  features  like  fast  Windows™  printing, 
Enhanced  Memory  Management  to  help  you  fly 
through  large  complex  files,  numerous  fonts,  auto 
power  save  mode  to  save  energy  costs,  microfine 
toner,  optional  Macintosh®  compatibility,  and  more.  Yet, 
unlike  other  laser  printers  with  similar  high-end  features, 
our  new  laser  printers  don't  come  with  a  high-end 

price  tag.  They  start  at  s399-   

(Yes,  laser 
for$399!) 


AVAILABLE  AT:  Office  Depot,  Staples,  Office  Max, 
Circuit  City,  Best  Buy,  CompUSA  and  other 
fine  dealers  and  retailers. 


HL-630 


HL-655M 


We're  at  your  side. 


Brother  International  Corporation,  200  Cottontail  Lane,  Somerset,  NJ  08875-6714. 
Windows  is  a  trademark  o(  ihc  Microsoft  Corporation  Macintosh  is  a  registered  trademark  of  Apple  Computer  Incorporated.  All  product  names,  trademarks  or  registered  trademarks  referenced  herein  are  the  property  of  their  respective  companies 
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Synt;        interferon,  although  widely  used,  isn't  the 
miracle  cure  people  hoped.  Is  natural  interferon? 

True  believer 


By  Matt  Walsh 

In  1988  Gerald  Smith's  wife  was  di- 
agnosed with  bone,  lung  and  uterine 
cancer  and  given  90  days  to  live.  The 
diagnosis  was  accurate,  the  prognosis 
much  less  so.  Although  she  declined 
chemotherapy  and  radiation  treat- 
ments, Lois  Smith  lived  five  active 
years,  during  which  she  realized  her 
lifelong  dream  of  earning  a  Ph.D. 

Gerald  Smith,  now  64,  credits  nat- 
ural alpha  interferon  for  those  five 
extra  years.  Lois  Smith  received  injec- 
tions of  this  experimental  drug  ex- 
tracted from  human  white  blood 
cells.  He  was  so  convinced  that  several 
months  before  his  wife  died  he  and 
ten  partners  put  up  $1  million  for  a 
34%  interest  in  Viragen  Inc.,  the 
struggling  biotech  company  from 
which  his  wife  obtained  the  drug. 

Based  in  Hialeah,  Fla.,  Viragen  had 
ceased  operations  and  was  about  to  go 
under  before  Smith  and  his  partners 
gave  it  a  transfusion. 

Is  this  faith  justified?  Does  this 
natural  interferon  really  keep  cancer 
at  bay?  Maybe,  maybe  not — and  Vira- 
gen may  not  live  long  enough  to  find 
the  answer.  The  company  is  in  the  red 
and  its  cash  is  down  to  $3.5  million,  a 
fraction  of  what  it  takes  to  get  a  new 
drug  federally  approved. 

As  for  medical  evidence  in  favor  of 
natural  interferon,  the  experience  of 
Gerald  Smith's  wife  counts  for  little;  it 
is  not  at  all  uncommon  for  a  lethal 
cancer  to  go  into  remission  for  no 
discernible  reason.  Viragen's  drug  has 
run  the  gauntlet  of  only  one  double 
blind  trial  (one  in  which  neither  pa- 
tients nor  the  doctors  evaluating 
them  know  whether  they  are  getting 
the  test  drug).  In  that  trial,  at  the 
University  of  Miami,  18  multiple  scle- 
rosis patients  getting  Viragen's  inter- 
feron fared  significantly  better  than  2 
patients  getting  a  placebo.  No  con- 
trolled test  of  Viragen's  drug  on  can- 
cer patients  has  been  undertaken. 
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Viragen  Chairman  Gerald  Smith 
An  interferon  success  would  be 
a  memorial  to  his  late  wife. 


All  that  said,  Gerald  Smith's  faith 
may  not  be  entirely  misplaced.  Dr. 
William  Sheremata,  who  ran  the  test 
in  Miami,  is  a  believer.  "If  the  reduc- 
tion in  exacerbations  we  looked  at  is 
an  indication,  we  can  look  forward  to 
remarkable  efficacy  with  safety  and 
tolerance  that  hasn't  been  seen  so  far" 
in  drugs  for  multiple  sclerosis. 

Interferon  has  been  around  for  a 
while.  Discovered  in  1957  and  the 
subject  of  a  binge  of  frenzied  research 
( and  Wall  Street  underwri tings)  in  the 
early  1980s,  interferon  is  a  collection 
of  protein  molecules  that  act  as  bur- 
glar alarms  and  as  moderators  for  the 
immune  system.  In  the  laboratory, 
interferon  helps  prevent  the  replica- 
tion of  viruses,  including  the  elusive 
aids  virus,  and  helps  protect  healthy 
cells  from  becoming  infected.  It  ap- 
pears to  quell  the  spread  of  cancer 
cells.  It  moderates  the  breakdown  of 
the  immune  system  that  is  probably 
behind  multiple  sclerosis. 

Big  pharmaceutical  and  biotech 
companies  like  Biogen,  Schering- 
Plough,  Schering  AG  and  Hoffmann- 


I 
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La  Roche  produce  interferon  usii 
recombinant  DNA,  generating  $2  b 
lion  in  sales  in  the  treatment  of  hepa 
tis,  multiple  sclerosis,  leukemia  ai 
other  ailments.  But  this  synthetic  i 
terferon  is  something  of  a  disappoi 
ment.  It  doesn't  cure  any  of  the  d 
eases  it  treats;  it  merely  palliat 
sometimes  with  severe  side  effects. 

Viragen,  in  contrast,  manufactui 
natural  interferon  by  distilling  t 
secretions  of  a  line  of  human  wh 
blood  cells  that  have  been  painstj 
ingly  incubated  and  then  challeng 
by  a  live  virus.  It's  a  costly  purificati 
process.  There  is  no  such  thing 
absolutely  pure  interferon,  but  if  t 
substance  existed,  a  gram  of  it 
enough  to  treat  maybe  5,000  mu 
pie  sclerosis  patients  for  a  yean 
would  cost  at  least  $50  million. 

What's  the  point  of  going  to  all  t 
expense  to  make  it  naturally  when  I 
artificial  stuff  is  of  such  limited  effi 
cy?  Because  the  real  stuff,  though  s 
very  unproven,  just  might  work  b 
ter,  says  Dr.  Thomas  Merigan, 
interferon  expert  at  the  Stanford  U 
versify  School  of  Medicine.  Real 
terferon  is  a  mix  of  at  least  23  differ, 
subtypes,  each  with  sequences  of  1 
to  190  amino  acids.  These  differ) 
subtypes  do  different  things.  So 
may  enhance  the  activity  of  the  i 
mune  system's  killer  cells;  others  IS 
moderate  it.  Recombinant  interfen 
in  contrast,  consists  of  a  single  ona 
these  interferon  subspecies. 

Notwithstanding  that  Viragen 
already  burned  through  $12  mill 
of  investors'  money,  it  has  still  ne. 
produced  enough  of  its  precious  d 
to  apply  for  a  Food  &  Drug  Admi 
tration  license  to  test  it.  (Lois  Sm 
and  the  multiple  sclerosis  patient 
Miami,  were  able  to  get  Viragc 
drug  by  dint  of  an  intrastate  licei 
awarded  by  the  state  of  Florida.) 

Having  taken  over  from  Viragt 
founders  in  1992,  Smith  has  lowt 
the  production  cost  and  increased  ■ 
purity  of  the  company's  product, 
wrangled  some  loans  of  machii 
from  equipment  manufacturers, 
is  arranging  for  government  helj 
setting  up  a  manufacturing  plan 
Livingston,  Scotland.  He  hope; 
apply  for  FDA  approval  of  clinical  t 
later  this  year.  But  it's  fair  to  say 
he  has  an  uphill  battle,  both  scier   jy. 
callv  and  economically. 
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mow  its  late,  nut  Id  like  some 
lusni.  How  rar  do  I  nave  to  gfo?" 


ou  needn't  ever  leave  the  comfort  or  your  Four  Reasons  room  to  he  transported  hy  a  talented  chef. 
I  service  menus  ahound  with  regional  selections:  from  deep-dish  pizza,  to  striped  hass  without  unwanted 
;s,  to  homemade  chicken  soup  at  midnight.  For  the  same  hreadth  ol  choice  in  another 

ailed  setting,  visit  our  restaurants  downstairs.  In  this  value-conscious  era,  the  demands       "OUK  oLASOIMS  xlOl  ELS 
iness  demand  nothing  less.  For  reservations,  phone  your  travel  counsellor  or  call  us  toll  free. 

Four  Seasons  •  Regent  Defining  llw  art  of  service  al  40  luAelx  in  lg  < 


F01  k  Seasons  •  Regen i 

HOTELS  AND  RfcsoKTs 


•  countries. 


PERSONAL  AFFAI 
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Been  thinking  about  buying  a  vacation  or  retirement 
home  in  Mexico?  Buy  now  or  kick  yourself  later. 

"It's  a  bargain 
market" 
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By  Vicki  Contavespi 

While  IT'S  painful  for  locals  and  a 
nightmare  for  the  government,  the 
devaluation  of  the  Mexican  peso  has 
made  Mexico  even  more  attractive  to 
Americans  looking  to  buy  a  getaway 
in  the  sun. 

But  before  you  run  off  to  grab  that 
beachfront  condo  you've  been  think- 


ing about,  there  are  some  basics  to 
keep  in  mind. 

As  an  investment,  a  vacation  home 
in  Mexico  is  no  better,  and  in  some 
cases  worse,  than  a  vacation  home  in 
Vail  or  East  Hampton.  You  might  see 
some  appreciation  in  value,  but  that 
would  be  luck  and  shouldn't  be  your 


reason  for  buying.  Buy  a  place  onl  "' 
you  have  the  time  to  enjoy  it.  Th 
days  vacation  homes  are  eating  j 
dines,  not  trading  sardines. 

There  are  two  categories  of  i 
estate  available  in  Mexico.  One  is 
resort  condo  or  villa,  priced  in  doll;  i 
which  usually  comes  complete  v>*w 
marina,  golf  course,  restaurants,  bi 
tiques,  cable  TV  and  a  host  of  servi< 

In  recent  years,  thousands  of  si  Kr! 
units  have  been  built  in  new  resorts 
both  coasts,  largely  for  the  fore  ' 
market.   The   biggest  developmt  >Pt;:i 
have  been  in  places  like  Cabo  ! 
Lucas,  Puerto  Vallarta,  Canciin,  < 
zumel  and  Mazatlan. 

Mexican  law  was  changed  to  m  KIIUI 
it  possible  for  foreigners  to  buy, .< 
rent,  lease  and  transfer  property 
these  coastal  areas,  which  had  pr 
ously  been  off-limits  to  gringos. 

These  resort-area  units  range  ft  ™' 
tacky  hotel  rooms  to  breathtakl 
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osions  but  have  this  in  common: 
:y  are  very  easy  for  Yanks  to  buy, 
ince  and  sell.  And  that  is  not  true  of 
•eal  estate  in  Mexico. 
!ig  development  companies,  such 
irupo  Situr  and  Koll  International, 
ch  have  been  building  these  resort 
nes,  even  arrange  the  bank  trusts 
t  are  necessary  for  non- Mexicans 
own  land  on  the  seacoast.  (For- 
lers  pay  about  S350  each  year  to 
ntain  these  renewable  trusts.) 
Vhat's  the  cost  of  these  resort 
perties?  The  range  is  broad,  de- 
ding  upon  amenities,  but  figure 
I  to  SI 20  a  square  foot.  Compare 
:  to  Vail,  for  example,  which  starts 
iround  SI 35  per  square  foot.  A 
00 -square -foot  villa  in  Cancun, 
example,  with  a  golf  course  on  one 
,  an  ocean  view  and  a  private  boat 
lists  for  around  S500,000. 
lot  of  these  coastal  resort  proper- 
I  can  now  be  browsed,  bought  or 


In  resort  areas  like 
Puerto  Vallarta 
(left  and  below), 
prices  of  luxury 
homes  are 
dropping 
Buy  for  the 
enjoyment, 
not  the 
investment. 


sold  through  Century  21 .  With  some 
100  offices  in  45  cities,  it  is  the  largest 
American  real  estate  brokerage  in 
Mexico.  (In  the  U.S.,  call  714-553- 
2100;  in  Mexico,  call  011-52-5-202- 
6777. )  Another  good  source  for  leads 
is  Situr  (602-553-0533). 

Real  estate  in  most  of  these  newer 
resort  areas  is  priced  in  dollars,  not 
pesos.  So  it  is  somewhat  insulated 
against  the  peso's  fluctuations.  Even 
so,  the  recent  devaluation  is  begin- 
ning to  drive  down  dollar  prices. 

For  example,  before  the  devalua- 
tion a  10,000-square-foot,  five-bed- 
room, 5  V^- bath  villa  on  the  beach  in 
Puerto  Vallarta  was  listed  for  $1.3 
million.  The  owner  would  probably 
have  let  it  go  for  $1  million  before  the 
devaluation  but  is  now  ready  to  un- 
load at  around  $800,000. 

Why  the  drop?  Mexicans  who  own 
dollar-denominated  resort  properties 
are  motivated  sellers;  the  purchasing 
power  of  the  peso  has  dropped  at  least 
30%,  and  local  interest  rates  are  now 
way  over  40%  and  fluctuating. 

If  you  are  looking  for  property 
outside  resort  areas,  where  homes  are 
priced  in  pesos,  not  dollars,  there  are 
even  better  bargains  to  be  found. 

Consider  Puebla,  for  example,  an 
old  colonial  town  about  two  hours 
outside  Mexico  City  that  has  an 
American  population  of  some 
1,000.  A  3,500-square-foot,  three- 
bedroom  home  with  a  large  garden 
and  a  great  view  would  now  run  you 
about  $300,000— that's  $50,000  to 


-^  ft- 


Americans  golfing  in  Puerto  Vallarta 
Cheap  margaritas,  expensive  Scotch. 


$100,000  less  than  a  few  months  ago. 

Risks?  Sure.  Who  is  to  say  how 
many  pesos  that  house  will  go  for 
when  you  sell?  And  how  many  dollars 
will  those  pesos  then  fetch?  That's 
why  we  say  buy  for  use,  not  just  for 
speculation. 

Another  problem  with  buying  a 
home  priced  in  pesos:  It  is  currently 
impossible  for  foreigners  to  obtain 
local  financing. 

So  far  there  has  been  no  flood  of 
American  buyers  snapping  up  peso- 
priced  real  estate.  But  real  estate 
agents  report  that  they  are  getting 
more  and  more  calls.  "It's  a  bargain 
market,  but  it  becomes  uncomfort- 
able for  foreign  buyers  because  of  the 
uncertainty,"  says  Bo  Wallsten,  direc- 
tor of  Century  21  Mexico. 

Some  additional  things  worth  not- 
ing if  you  buy  south  of  the  border: 

■  You  can't  have  a  U.S.  dollar  check- 
ing account.  (Most  Americans  living 
in  Mexico  keep  most  of  their  assets  in 
the  U.S.  and  maintain  small  peso 
savings  accounts  in  Mexico.  Current 
interest  rates:  from  19%  to  35%,  de- 
pending on  the  kind  of  account.) 
That  sounds  great,  but  who  knows 
what  the  inflation  rate  is  going  to  be? 

■  Imported  goods  have  already  risen 
by  around  20%.  A  margarita  might  be 
cheap,  but  you'll  pay  a  lot  more  for 
your  Johnnie  Walker.  ■■ 
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More  people  choose  a  dog 
over  any  other  pet 


More  people  choose  blue 
over  any  other  color. 
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More  people  choose  cotton 
over  any  other  fabric. 


More  people  choose  footi 
over  any  other  televised  s 


Why  does  a  person  favor  one  thing  over  another?  When  it  comes  to  the  Honda  Accord,  there  are  1 
reasons.  The  revolutionary  145-horsepower  VTEC  engine,  for  example.  A  model  combination  of  perforr 
and  efficiency  And  the  quiet,  comfortable  interior  that  lets  you  feel  in  charge  and  pampered  at  the  same 

•R.L.  Polk  &  Co.,  July  1994  Calendar  Year  to  Date  Retail  Registrations.  Accord  EX  Coupe  model  shown  and  described.    ©  1994  American  Honda  Motor  Co.,  Inc. 


More  people  choose  ice  cream 
over  any  other  treat. 


More  people  choose  the  Accord 
over  any  other  carT 


is  a  lot  to  be  said  for  one's  personal  style  as  well.  And  the  Accord 
(fc  says  it  quite  nicely.  In  fact,  every  Accord  out  there  is  making 
i  ment.  One  which  more  and  more  people  appear  to  agree  with. 


The  Accord  Coupe 

ACar  Ahead 


1HONDA 
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If  it  doesn't  turn  your  stomach,  the  new  wave  of 
contemporary  British  art  is  still  reasonably  priced, 


Pickled  sheep 
.jid  bullet  holes 


By  Richard  C.  Morais 

Dead  sheep,  sharks  and  cows  im- 
mersed in  formaldehyde?  A  bullet 
wound  on  a  human  head? 

Such  "art"  drives  animal  rights  ac- 
tivists nuts  and  is  a  guaranteed  turn- 
off  for  a  lot  of  other  people,  but  it  has 
succeeded  in  drawing  attention  to  a 
brash  clique  of  young  British  sculp- 
tors and  painters. 

Attention  is  exactly  what  Damien 
Hirst,  29,  ringleader  of  this  new 
group  of  British  contemporary  artists, 
wants.  He  is  not  one  to  wait  for  the 
world  to  beat  a  path  to  his  door  but 
has  developed  his  own  method  of 
selling  his  art,  in  the  tradition  of  Andy 
Warhol. 

Of  course,  a  closer  look  at  these 
new  artists'  works  reveals  much  more 
than  a  pickled  sheep  (called  "Away 


from  the  Flock").  These  are  the  atten- 
tion-getters. There  are  plenty  of  other 
sculptures  and  paintings  that  are  easi- 
er to  live  with. 

Hirst  first  elbowed  his  way  onto  the 
London  art  scene  in  1988,  as  a  sec- 
ond-year art  student  at  Goldsmiths 
College.  He  and  some  fellow  student 
artists  put  together  their  own  show  in 
the  decrepit  Surrey  Docks,  deliberate- 
ly bypassing  the  established  contem- 
porary galleries. 

The  maverick  show  was  a  sensation. 
Called  "Freeze,"  it  launched  artists 
like  Gary  Hume,  Mat  Collishaw,  Sa- 
rah Lucas  and  Fiona  Rae — then  all 
still  in  their  20s. 

An  early  buyer  was  Charles  Saatchi, 
the  advertising  mogul  who  owns  one 
of  the  most  important  contemporary 


Damien  Hirst's  "Away  from  the  Flock" 

Sheep  in  formaldehyde  always  grabs  attention. 
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art  collections  in  the  world. 
He  bought  directly  from 
Hirst  and  friends,  and  sur- 
prised the  European  public 
when  he  exhibited  his  new 
trophies  in  his  museum  in 
north  London. 

One  especially  provoca- 
tive piece,  by  Hirst,  was  a 
14-foot  shark  preserved  in  a 
tank  of  bluish  formalde- 
hyde, entitled  "The  Physi- 
cal Impossibility  of  Death 
in  the  Mind  of  Someone 
Living."  Hirst  followed  up 
with  more  pieces  featuring 
dead  animals — including  a 
cow  and  calf,  sawn  in  half. 
Its  title:  "Mother  and 
Child  Divided."  L& 

Now  Hirst  and  friends  are  com » or  of  i 
to  the  U.S.  The  Museum  of  Modi  firm  a 
Art  in  New  York  showcased  soporatt 
works  during  1994;  the  Walker  bsorr 
Center  in  Minneapolis  will  stags  ts,incl 
major  exhibit  in  October,  dub!'  neand 
"  'Brilliant':  New  Art  from  Londo  it add< 

If  you  want  to  see  Hirst's  pick  Stvle 
sheep,  it's  currently  on  exhibit  at  |  wcs  of i 
Chicago  Museum  of  Contempoi*  Cost: ' 
Art,  until  mid-March.  The  piece  I  tuch  as 
recently  vandalized  by  enraged  s |  uiv sins 
mal  rights  activists,  but  it  has  si  i  l^ 
been  restored.  L,por 

One  patron  of  this  new  grou  s  of  tht 
Arthur  Goldberg,  a  partner  at  Nl 
berger  &  Berman,  New  York-b; 
asset  managers.  He  has  been  a  col  ji\ 
tor  of  contemporary  British  art 
three  decades.  "When  British  an 
break  out,  they  radically  overth 


'paratiu 


s  Soli 
tftStr, 


convention  and  rigidity,"  says  G<  ntlj 


berg,  63. 

Goldberg  follows  in  the  traditio  f^ 
Roy  Neuberger,  cofounder  of  > 
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ter  &  Berman  and  a  pioneer  col- 
li 3r  of  contemporary  art.  In  1990 
l  firm  asked  Goldberg  to  build  a 
j  )orate  collection,  which  now  in- 
:r  les  some  20  British  contemporary 
i!  ;ts,  including  Anish  Kapoor,  Gary 
il)  ne  and  Richard  Long.  Six  months 
i  it  added  Damien  Hirst's  "We've 
l  Style,"  which  consists  of  painted 
it  ves  of  common  vases  and  crock- 
XI  Cost:  $23,000,  more  than  twice 
i  inch  as  Goldberg  usually  spends 
d  my  single  piece. 
I  ollectors   can    now   find    British 

temporary  works  for  sale  on  both 
nil  s  of  the  Atlantic.  Prices  are  still 
I  iparatively  modest:  Most  pieces 
i  priced  under  $25,000.  In  New 
i0  k's  Soho  area,  there  are  Gavin 
all  vvn's  "enterprise"  gallery  on 
it  bmc  Street  and  the  Tanya  Bonak- 
rtl  Gallerv  on  Prince  Street.  Both 
G  tied  in  1994. 

onakdar  represents  Hirst  and  Mat 
irii  ishaw,  among  others.  Currently 
fl  display    is    Collishaw's    "Bullet 
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Collector  Arthur 
Goldberg  and  Hirst's 
"We've  Got  Style" 
(left);  talent  spotter 
Graham  Paton  of 
London  (right); 
"Chesterfield"  (be- 
low), a  Jeremy  Dick- 
inson bus. 


Hole" — a  closeup  of  a  bloody  head 
wound — first  shown  at  the  "Freeze" 
show  in  1988.  Cost:  $18,000. 

But  Bonakdar  also  has  softer  pieces 
by  artists  like  Jeremy  Dickinson,  who 
obsessively  paints  London  buses  as  if 
they  were  rare  botanical  species.  "He 
has  been  embraced  by  America,  more 
so  even  than  in  Britain,"  says  Bonak- 
dar. Dickinson's  paintings  sell  for 
about  $900. 

In  London  look  beyond  the  formal 


gallery  locations  huddled  around 
Cork  Street  and  Marylebone  Road. 
Serious  buyers  now  hunt  far  afield,  at 
Interim  Art,  a  gallery  in  the  East  End 
run  by  Maureen  Paley.  Or  they  trek 
to  Angela  Flowers'  gallery,  Flowers 
East,  on  Richmond  Road,  in  distant 
Hackney. 

Just  above  Flowers'  Richmond 
Road  space  is  Paton  Gallery,  run  by 
Graham  Paton,  who  likes  to  ferret  out 
fresh  talent.  The  Metropolitan  Muse- 
um of  Art  in  New  York  has  bought  the 
works  of  13  artists  from  Paton.  Prices 
seldom  exceed  $7,000. 

Even  some  of  London's  big  con- 
temporary dealers,  like  Lisson  Gal- 
lery, on  Lisson  Street,  and  Anthony 
d'Offay,  on  Dering  Street,  now  show- 
case some  of  the  newer  contemporary 
artists. 

Caution:  A  number  of  British  re- 
gional artists  are  locally  hot — and 
overpriced.  Take  John  Bellany,  a 
Scottish  painter  of  vibrant,  beach  par- 
ty scenes.  His  large  paintings  fetch  up 
to  $70,000. 

Tanya  Bonakdar  insists  that  British 
artists  who  cross  the  Atlantic  and  gain 
international  exposure  are  far  better 
buys.  "Look  for  historically  signifi- 
cant work,"  she  says.  "Cutting-edge 
work  that  has  a  relevant  role  in  our 
society  today."  Cutting-edge  the 
stuff  is,  though  not  to  everybody's 
taste.  B 
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Hugh  Hildesley  has  been  both  a  priest  and  a 
businessman.  Religion  and  business,  he  says— 
and  demonstrates— are  not  mutually  exclusive. 

Serving  God 
and  mammon 


i 


By  Dana  Wechsler  Linden 


Garbed  in  an  elegantly  tailored  suit 
instead  of  a  clerical  collar,  die  Reverend 
C.  Hugh  Hildesley  sits  in  his  ne .' '  office 
at  Sotheby's,  the  international  art  auc- 
tioneer. Surrounded  by  financial  state- 
ments, customer  files  and  hundreds  of 
thousands  of  dollars1  worth  of  18th 
century  British  paintings,  the  former 
rector  of  the  Episcopalian  Church  of 
the  Heavenly  Rest  is  Sotheby's  newly 
named  executive  vice  president  for 
North  and  South  America. 

He  is  malting  a  transition  that  some 
would  call  a  move  from  God  to  mam- 
mon, but  Hildesley,  53,  doesn't  quite 
see  it  that  way.  Comparing  his  former 
job  of  attracting  souls  to  Christ  with 
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his  present  job  of  attracting  them  to 
Sotheby's,  he  says  with  the  good  hu- 
mor that  marks  his  style:  "Both  have 
to  do  with  client  development.  The 
product  is  different,  though  not  quite 
as  different  as  people  think." 

But  all  this  wealth  and  affluence 
that  surround  Sotheby's,  in  the  midst 
of  the  squalor  and  crime  that  infest  so 
much  of  New  York  City?  The  New 
Testament  teaches  that  it's  easier  for  a 
camel  to  pass  through  the  eye  of  a 
needie  than  for  a  rich  man  to  enter 
heaven.  Hildesley  concentrates,  and 
his  6-foot- 5  frame  tenses  up  a  little. 
"In  that  statement,  Christ  didn't  say 
it  was  impossible,"  he  responds.  "He 


LEFT: 

The  Reverend 
Hugh  Hildesley 
in  his  new  office 
at  Sotheby's 

RIGHT: 

Hildesley  at 
the  Church  of 
the  Heavenly  Rest 
"Both  [jobs] 
have  to  do  with 
client  develop- 
ment. The  product 
is  different, 
though  not  quite 
as  different  as 
people  think." 


said  it  was  difficult.  Just  because  P  <  n,  alter 
Christian  doesn't  mean  I  can't (ird- 
good  at  my  job  in  secular  terms.  '  ipedoi 
lived  with  that  conflict  before  and  i  tbv'sii 
live  with  it  again.  |  picture 

"God  operates  within  the  wo  aweek 
There's  a  very  great  need  to  b  idi  njg 
witness  to  one's  Christian  beliefs  b  <  tings 
in  the  institutional  church  and  «fday 
side   it.   The   fact  that  I'm   dre: 
differeptly  doesn't  mean  I  don't  i 
my  Christianity  just  as  seriously." 

Hildesley's  roots  in  art  and 
religion  both  go  back  to  Stiff 
England,  where  he  was  raised  in 
grandparents'  house  while  his  fai 
served  in  the  British  army  in  W 
War  II.  His  grandfather's  bro 
was  a  bishop,  and  his  grandmoth 
pre -Raphaelite- style  artist  of  m  pan 
acclaim. 

Hildesley    attended     a    monn 

school,     Sherborne     School,    w< » 

many  of  his  friends  went  to  E  |  ma 
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i,  after  a  year  of  studying  law  at 
3rd — "terribly  dry,"  he  says — he 
^ped  out  in  1 96 1  and  took  a  job  at 
eby's  in  London  as  a  porter,  haul- 
pictures  and  sweeping  floors  for 
a  week. 

ich  night  he  studied  up  on  the 
tings  he  would  be  delivering  the 
day  for  cataloging.  He  would 
'  unsolicited  tidbits  of  informa- 
.  Impressed,  his  bosses  promoted 
to  a  job  in  the  old  master  paint- 
department.  In  1965  they  sent 
to  Manhattan. 

a\  ing  shown  that  he  could  sweep 
I  -s,  this  offspring  of  the  British 
:r-middle  class  now  demonstrat- 
flair  for  marketing. 
was  his  idea  to  set  up  an  appraisal 
pany  within  Sotheby's,  thereby 
only  creating  a  new  source  of 
me  but  also  bringing  more  peo- 
n  touch  with  Sotheby's.  "Every 
ranee  appraisal  is  a  potential  es- 
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tate,  eventually,"  he  explains.  Later 
Sotheby's  joined  with  Citibank  to 
offer  art  market  advice  and  insurance 
appraisals  to  private  banking  clients. 

In  1973,  without  telling  anyone  at 
Sotheby's,  Hildesley  started  taking 
night  courses  at  New  York's  Cathe- 
dral Institute  of  Theology.  "There 
wasn't  any  conversion  experience  on 
the  road  to  Damascus,"  he  says.  "I 
just  had  the  sense  that  I'd  been  duck- 
ing the  theological  aspects  of  my  life." 

Three  years  later  Hildesley  took  the 
Episcopal  Church's  ordination  exam 
and  was  told  his  was  the  best  exam  in 
the  country  that  year.  For  the  next 
seven  vears  he  worked  part  time  as  an 
unpaid  priest  at  Heavenly  Rest  while 
holding  down  his  management  job  at 
Sotheby's.  "I  made  it  clear  that  I  would 
have  to  pop  out  on  occasion,  but  there 
wasn't  too  much  changing  my  collar  in 
telephone  booths,"  he  says. 

Sotheby's  landed  one  of  its  biggest 


estates  ever,  the  Doris 
Havemeyer  collection  of 
impressionist  pictures,  be- 
cause Hildesley  became 
friends  with  her  son  Harry 
while  serving  on  a  diocesan 
funding  commission.  The 
Havemeyer  collection  sold 
for  S16.8  million  on  Mav 
18,1983. 

"It  was  my  farewell  pres- 
ent to  Sotheby's,"  says  Hil- 
desley. That  year  Heavenly 
Rest's  rector  resigned;  Hil- 
desley was  elected  to  re- 
place him. 

Now  it  was  the  church's 
turn  to  benefit  from  Hil- 
deslev's  marketing  abilitv 
and  smooth  salesmanship. 
He  more  than  doubled 
Heavenly  Rest's  endow- 
ment, to  S8  million  from 
under  $3  million.  He  re- 
cently persuaded  philan- 
thropist Brooke  Astor  (not 
a  parishioner)  to  write  a 
525,000  check  to  help  pay 
for  restoration  of  the 
church  after  a  fire. 

Nor  were  his  innovations 
purely  financial.  Parishion- 
ers say  he  enhanced  the 
church's  spiritual  quality  bv 
introducing  more  Bible 
study  and  a  more  tradition- 
al liturgy. 
Then  he  got  "itchy,"  as  he  puts  it, 
and  agreed  to  return  to  Sotheby's,  but 
he  hasn't  really  stopped  ministering  to 
the  spiritually  needy.  "The  rich  face 
tremendous  challenges,"  he  savs. 
"They  need  ministering  like  every- 
body else.  And  maybe  because  of  my 
appreciation  of  what  they  have  and 
how  the)'  deal  with  it,  I  am  better  able 
to  minister  to  them  than  somebody 
who  doesn't  appreciate  it  or  resents  it . " 
What  advice  does  Hildesley  have 
for  the  rest  of  us  as  we  struggle  to  be 
successful  without  selling  our  souls  to 
the  devil?  "Make  sure  when  vou  head  . 
into  the  office  that  you've  already 
checked  in  spiritually.  If  you've  done 
that  first  thing,  it's  very  difficult  to 
drop  it.  It's  about  having  yourself 
centered  on  something  other  than  the 
bottom  line. 

"But  remember,"  he  says,  "no- 
where in  the  Bible  does  it  say,  'Do  not 
be  successful.'  '  M 
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in 

Dragster 

Behind  last  n  $15 

million  purch  IGM 

i  Sdr  from  billion- 

irk  Kerkorian  is  an  un- 
likely airline  mogul — 
Conrad  Kalitta,  world-class 
drag  racer,  winner  of  the 
1994  U.S.  Nationals. 

Kalitta,  56,  got  the  rac- 
ing bug  growing  up  in 
Michigan  and  started  rac- 
ing while  still  in  high 
school.  Why  drag  racing? 
"We  all  did  it  in  school, 
didn't  we?"  he  quips. 

Drawn  to  aviation  by 
his  love  of  speed,  Kalitta 
bought  a  twin- engine 


Hot  seat 


FACES  BEHIND  THE  FIGURES 


BY  NANCY  ROTENIER 


IBM's 

Phillip  Hester 
Tall  order, 
big  stakes. 


One  of  the  key  point 
men  in  Louis  Gerstner's 
drive  to  turn  around  IBM 
tinkered  with  radios  at  age 
6  and  repaired  TV  sets  for 
pocket  money  at  1 1 .  Now, 
at  39,  Phillip  Hester  has 
his  biggest  fix-it  job  yet — 
IBM's  hardware. 

The  problem:  IBM's 
computers,  from  work- 
stations to  supercom- 
puters, don't  work  that  well 
together.  Users  have 
spent  as  much  as  $10  mil- 
lion and  four  years  chang- 
ing software  so  a  program 
runs  on  another  model. 

So  Hester's  on  the  hot 
seat.  His  new  Austin-based 
Systems  Technology  & 
Architecture  Division  must 
design  more  compatible 
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Cessna  310  with  $15,000 
from  his  1967  drag-race 
winnings.  Thus  was 
spawned  his  $300  million 
(1994  revenues)  American 
International  Airways,  an 
Ypsilanti,  Mich. -based 
charter  company  for  car- 
go and  passengers. 

Kalitta's  100-plane 
fleet — now  including  Ker- 
korian's  3  DC-8s — hauls 
everything  from  jet  engines 
and  NASA  satellites  to  be- 
luga whales  and  pop  singers 
Billy  Joel's  and  Elton 
John's  concert  sets.  And  he 
leases  two  747s  to  Saudi 


computers  using  faster  mi- 
croprocessors. This  while 
trying  to  get  IBM's  notori- 
ously territorial  divisions 
to  work  together,  a  tall  or- 
der in  itself.  The  new  de- 
signs should  be  complete 
by  June  and  hit  the  mar- 
ket one  to  two  years  later. 
But  can  IBM  catch  Hew- 
lett- Packard,  which  took 
the  technological  lead  in 
compatible  machines 
in  1991? 

It's  too  early  to  say.  But 
Hester,  a  career  iBMer  with 
a  master's  degree  in  elec- 
trical engineering,  won't 
fail  for  lack  of  motivation. 
"ibm  stock  is  significant  to 
my  retirement,"  he  says. 
"I  care  a  lot  what  happens 
to  it."  -Toni  Mack 


Conrad  Kalitta  of  AIA 

Drag  racer/airline  mogul. 


Air  that  take  pilgrims  to 
and  from  Mecca. 

While  Kalitta  and  son 

Risk-taker 

The  bigger  and  messier  a 
project,  the  more  William 
Allen  likes  it.  His  $400 
million  (1994  sales)  Veco 
Corp.  managed  17,000 
workers  as  Exxon's  prime 
contractor  on  the  $2.1 
billion  Valdez  cleanup  in 
1989.  Veco  then  picked 
up  $10  million  from  British 
Petroleum  to  clean  up  the 
1990  Huntington  Beach, 
Calif,  spill. 

Now  may  come  Allen's 
messiest  task  yet.  He  is  bid- 
ding on  the  cleanup  of  a 
massive  pipeline  leak  in 
northern  Russia,  three 
times  the  size  of  the  Valdez 
spill.  Much  of  the  oil  lies 
hardened  beneath  a  thick 
crust  of  Arctic  snow.  A 
few  black  spots  on  the  snow 
confirm  that  the  line  is 
still  pumping.  "Here  [in 
the  U.S.]  you'd  spend 


Scott  won  $1.5  million  lair 
year  drag  racing,  Forbes 
estimates  that  Kalitta's  air 
line  interests  put  his  net 
worth  at  over  $250  millioi 
-Frank  Woli 


three  days  in  the  electric 
chair  for  that,"  he  says 
dryly. 

But  it's  all  the  more 
challenge  to  this  former 
roustabout  who  dropped 
out  of  high  school  at  15  t 
work  as  a  welder's  assis 
tant  in  the  oilfields.  Alleni 
moved  to  Alaska  in  1968 
and  started  a  little  firm  ti 
work  on  Arco's  oil  plat 
forms.  Veco's  engineerin; 
procurement  or  con- 
struction work  now  takes 
Allen,  57,  to  Pakistan, 
Kazakhstan  or  Vietnam— 
wherever  there's  oil. 

Says  he:  "You  try  to    , 
make  sure  you  don't  jumr 
into  something  that  if  it 
turns  sour  it's  going  to  to 
your  life  apart.  But  we  ari 
willing  to  take  the  risk." 
-F.i 
William  Allen  of  Veco 
To  Russia,  with  mop. 
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Recommendations  based  solely  on  your  best  interests  and  no  one  else's. 

* 

A  thorough  explanation  of  how  recommended  coverage  will  relate  to  your  plans. 

Quality  products  that  are  fairly  priced  and  deliver  what  they  promise. 


Continuing  quality  service  from  The  Guardian  and  our  professional 
organization  of  caring,  competent  agents  and  representatives. 

Declare  your  independence  from  insurance  companies  that  don't  work 

hard  for  you.  Call  your  Guardian  representative  or  1-800-662-1006. 

We'll  show  you  why  The  Guardian  is  the  intelligent,  financially 

strong  choice  for  Life  Insurance,  Group  Insurance,  Reinsurance, 

Disability  Income  Protection,  or  Equity  Products.** 


w  The  Guardian6 

The  Intelligent  Choice" 


18     6     0 


1 2/31/8&-12/31/93.  A  portion  of  the  Increase  resulted  from  an  increase 
JU  number  of  poiioes  The  Guardian  has  in-force. 


Capitafezaiion  Ratio  for  1993. ' 
50%  of  Dividend  I 

'Based  on  Actual  20-year  Surrei 
The  Guardian  and  64  other  c 
""Equity  products  are  c 
a  wholly- owned  subsidiary  c 


ation  Ratio,  as  defined  by  Moody's.  ■?  Capita!  -  Surplus  ♦  AVR  ♦ 
v  voluntary  provisions  lor  investment  -  General  Assets 

t  index  which  provides  historical  dividend  comparisons  between 

;  that  submitted  actual  dividend  histories  to  AM  Best. 
i  through  Guardian  Investor  Services  Corporation*, 
i  Guardian  Lile  Insurance  Company  ol  America. 


Ol  995  The  GuarflSStl  Lite  insurance  Company  of  America 
201  Park  Avenue  South,  :**  York.  MY  10003 


Increases  in  Mill 
Throughput 
1988  to  1996 


What  do  you  do  when  you  own  the  largest  single  gold 
reserve,  and  one  of  the  largest  copper  reserves  of  any  mine  in 
the  world?  You  put  the  pedal  to  the  metal! 

Over  the  last  six  years,  we've  not  only 
dramatically  increased  our  reserves,  but  we've 
increased  production  as  well.  By  continuing  to 
increase  mill  throughput,  we're  converting 
reserves  into  cash  flow  And  when  we  achieve 
our  expected  mill-throughput  rate  of  115,000 
metric  tons  of  ore  per  day,  we  will  still  have 
more  than  25  years  of  proven  reserves. 

Our  enlarged  7.3-milhon-acre  contract  of 


115,000* 


57,600 


31,700 


work  area  sits  squarely  on  the  New  Guinea  Mineral  Ti 
What's  more,  our  exploration  efforts  have  already  iden 
more  than  60  prospects. 

Freeport-McMoRan  is  among  the  la 
and  lowest-cost  producers  of  copper  and 
in  the  world.  We're  increasing  produc 
exploration  and  the  return  to  our  si 
holders.  To  find  out  more  about  Free 
McMoRan  Copper  and  Gold,  call  or  write  I 


71,500" 


1988     1990     1992     1994    1996 


•Expected 


Freeport  McMo 
Copper  &  Gold 

A  Natural  Leader® 


For  a  copy  of  our  Annual  Report,  call  1-800-285-7695  or  write  Freeport-McMoRan  Investor  Relations,  Dept.  C-4,  P.O.  Box  6ll  19,  New  Orleans,  LA  70161. 
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BY  JOHN  H.  CHRISTY 


11  Street  has  been  busily  discount  - 
another  Federal  Reserve  rate  hike. 
c  Rao  Chalasani,  chief  investment 
itegist  at  Kemper  Securities  in 
icago,  has  been  taking  advantage 
he  down  days  to  buy  the  stocks  he 
s.  Since  December,  Chalasani's 
;t  allocation  model's  cash  weight- 
has  gone  from  30%  to  zero. 
Chalasani  is  focusing  on  strong 
ipanies  in  basic,  cyclical  industries, 
says  profits  for  such  firms  will  not 
k  until  1996  or  later,  even  if  the 
nomy  starts  to  lose  steam.  "The 
bal  capacity  for  basic  industry  is 
ng  outstripped  by  demand  in 
ly  areas,"  he  says, 
isked  for  examples,  Chalasani  cites 
ens- Corning  Fiberglas,  which 
ves  30%  of  sales  from  overseas  oper- 
ns  and  sells  for  7.6  times  Kemper's 

5  estimated  earnings  of  $4.15  a 
e.  Another  pick  is  A.  Schulman,  a 
er  of  plastics,  which  gets  57%  of  its 

from  its  European  operations. 


pecial  focus 


The  overall  market 


[lany  short-sellers — those  who  sell  bor- 

pwed  shares  with  the  expectation  of 

[trying  them  back  at  a  lower  price — made 

money  in  the  stock  market  last  year, 

they  may  be  wrong  about  some  of 

leir  current  targets.  Below:  eight  stocks 

ith  heavy  short  interest.  In  each  case 

lalysts  expect  higher  earnings  in  1995. 

Shortsighted 


Company 
Grand  Casinos 

IDAKA  International 
Xircom 


Short     1995  est 
interest*      P/E 


29% 

25 

22 


Acclaim  Entertainment    18 


Owens-Corning 
AGCO 
Waban 
IHOP 


18 

15 
15 
14 


9.7 

14.0 

13.5 

12.3 

7.8 

7.4 

8.7 

12.3 


As  a  percent  of  shares  outstanding. 
purees:  Market  Guide  &  IBES.  Inc 


3000 
2600 

2200 
1800 

1400 


1000 


The  Barra  All-US  price  index  as  of  1/19/95 


Market  value:  $5,461.1  billion 

P/E:  18.2 

P/E  minus  negative  EPS:  14.9 

Price/book:  2.6 

Yield:  2.4% 


12-month  closeup 


Performance 
Last  4  weeks 
Since  12/31/94 


Price       Total  return 
1.9%  2.0% 

1.5  1.6 


2900 
2800 
2700 
2600 
2500 
2400 


j  Barra  index 
L>200-day  moving  average 


'85     '86     '87     '88    '89     '90     '91     '92     '93     '94    '95 
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The  best  and  worst  performing  stocks 


The  best  and  worst  performing  industry  factors7 


Closeup  on  the  market 

Index  or  investment 

2-week  change 

%  change  from 
1  year  ago        5-year  high 

Barra  All-US  index 

1.7  % 

■■1 

-4.0  % 

-5.5% 

S&P/Barra  Growth  index 

1.7 

m 

3.1 

-0.7 

S&P/Barra  Value  index2 

1.4 

■ 

-1.1 

-3.2 

Dow  Jones  industrials 

0.8 

■i 

-0.3 

-2.4 

S&P  500 

1.4 

■n 

-1.7 

-3.1 

NYSE 

1.2 

in 

-3.4 

-5.0 

Nasdaq 

3.1 

■HHl 

-3.1 

-4.4 

Amex 

1.3 

-1.7 

0.6 

2.1 

-1.8 

■ 

-9.3 

-9.9 

EAFE3 

-0.2 

-7.1 

CRB  futures  index45 

5.0 

-6.4 

Gold    (Comex  spot) 

-1.1 

-9.3 

Yen   (perSUS) 

-11.0 

-38.2 

Oh"  (W  Texas  Intermediate) 

5.6 

Hi       238 

-54.6 

Best 

Price 

2-week 
change 

1995 
EPS' 

Worst 

Price 

2-week 
change 

1995 
EPS' 

XcelleNet 

21  y2 

40% 

$0.56 

Cyrk 

20 

-46% 

$3.28 

Alliance  Semiconductor 

27i/4 

38 

1.20 

Desc  ADS 

11V8 

-46 

1.86 

Apollo  Group 

18 

37 

0.87 

Consorcio  G  Grupo  Dina 

3% 

-45 

NA 

CAI  Wireless  Systems 

10 'A 

37 

-0.83 

Noven  Pharmaceuticals 

6% 

-40 

0.53 

Starter 

9  -A 

37 

0.55 

Bally  Gaming  Inti 

6V8 

-39 

1.11 

Best 

2-week 
change 

Since 
12/31/94 

Worst 

2-week 
change 

Since 
12/31/94 

Precious  metals 

7.2% 

0.6% 

Tobacco 

-5.3% 

-3.4% 

Tire  &  rubber 

6.9 

9.3 

Trucking 
Motor  vehicles 

-4.5 
-3.3 
-2.4 

-7.1 

-3.0 

0.2 

1.8 

Electronics 

5.8 
5.2 

5.8 

Forest  products 

9.8 

Photographic,  optical 

Air  transport 

4.8 

9.1 

Leisure,  luxury 

-2.0 

Uf 


lata  for  period  ending  1/19/95.  The  Barra  All-US  price  index  consists  of  all  publicly  traded  common  U.S.  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  trading  on 
aikets.  ADRs.  REITs  and  closed-end  funds  are  excluded. '  Total  return  of  a  portfolio  of  more  than  150  large-capitalization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above-average 
s  growth. *  Total  return  of  more  tharr300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  3A  dollar-denominated  capitalization-weighted 
f  more  than  1,100  stocks  from  Europe,  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley  Capital  International  Perspective. 4  Index  of  21  commodity  futures.  5 Source:  Knight-Ridder 

il  Publishing.  'Estimate.  Source:  IBES,  Inc.  'Shows  return  to  the  industry  factor  after  controlling  for  other  influences,  including  company  size,  value  and  growth  characteristics.  Multi-industry  firms  have 

onal  contributions  in  two  or  more  groups.  NA:  Not  available.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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Corn   :  ?i  i  vs.  government  yields 


Corporate  dividend  revisions 

3000 


2500 


2000 


1500 


1000 


500 


I  Positive 
I  Negative 


'87    '88    '89    '90     '91    '92    '93   '94 


Representative  industry  payouts2 


'84        '86        '88        '90         '92        '94 
Through  Dec.  31,  1994 


Industry 

Payout 
Yield       ratio 

P/E 

Industry 

Yield 

Payout 
ratio 

P/E 

Auto  &  truck  mfg 

2.9%      18% 

6.4 

Paper  &  forest  prods 

2.6% 

68% 

34.4 

Banking 

3.9         36 

9.2 

33.5 

Petroleum 
Pharmaceuticals 

4.4 
3.0 

88 

45 

20.3 

Computer  software 

0.3           9 

17.7 

Food  processing 

2.5         45 

18.7 

Retail  stores 

2.0 

32 

19.3 

Health-care  svcs 

0.3           6 

25.8 

Electric  utilities. 

6.8 

80 

12.1 

tanatammjaar^»i  mm 
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MHMMMM  ■:■'■  MMMM   M  MMM 
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Standard  &  Poor's  500  stock,  ind 
was  off"  2%  in  1994,  but  corpor; 
fundamentals  were  strong.  Aggrcg 
1994  profits  of  the  s&p  500  comj 
nies  are  expected  to  come  in  1 
above  their  1993  level.  And  Stand; 
&  Poor's  reports  that  1,826  com] 
nies  raised  their  dividends  last  ye 
12%  more  than  in  1993.  That's  I 
most  dividend  increases  for  any  y 
since  1983. 

The  yield  on  the  s&P  500 — n 
2.9% — remains  near  the  bottom  of 
historical  range.  But  Arnold  Ka 
man,  editor  of  Standard  &  Poi 
Outlook  newsletter,  predicts  a  7% 
in  s&r  500  dividends  this  year.  If 
table  (lower  left)  identifies  ten  gc 
candidates  for  dividend  increa; 
Each  firm  has  a  five-year  annual  cc 
pound  earnings  growth  rate  of  at  li 
20%,  and  pays  out  less  than  16°A 
latest  12-month  earnings  in  d 
dends.  Hasbro,  for  example,  shov 
payout  ratio  of  only  14%  and  yic 
0.9%  on  a  dividend  of  28  cents.  T 
insurers,  Progressive  Corp.  of  Oi 
and  Conseco,  retain  more  than  S| 
of  their  earnings. 

The  second  table  lists  compai 
whose  dividend  payout  ratios — b; 
on    estimated    1995    earnings 
expected  to  decline  sharply. 


i    I 


Larger  dividend  possible 


Lower  payout  ratios  expected 


Company 

Price 

Yield 

Payout 
ratio3 

5-year 

EPS 

growth  rate4 

Company 

Price 

Yield 

Estimated  1995 
payout      earnings 
ratio3      per  shan 

CML  Group 

lOVi 

0.8% 

9% 

30% 

Allegheny  Ludlum 

20  Vs 

2.4% 

34% 

$1.42 

Computer  Associates  Intl 

543/s 

0.4 

11 

23 

Corning 

325/8 

2.2 

32 

2.25 

Conseco 

45  Va 

1.1 

7 

56 

Cyprus  Amax  Minerals 

27 

3.0 

26 

3.02 

Dean  Witter  Discover 

35 

1.4 

12 

48 

Engelhard 

243/, 

1.9 

33 

1.47 

Fingerhut 

15'/2 

1.0 

11 

20 

Lukens 

National  Computer  Systems 

Potlatch 

Rite  Aid 

Roadway  Services 

Timken 

28  Vi 

k 
163/8 

3.5 

2.2 

50 

1.99 

Hasbro 

295/8 

0.9 

14 

22 

25 

1.45 

Progressive  Corp  of  Ohio 
Richfood  Holdings 
Wal-Mart 
Wheelabrator  Technologies 

375/8         0.6             8 
16%         0.6            11 
21  Vs         0.8            15 
155/8         0.6            10 

mgmmmWmWmmmmWmmmWmmmmW-ti 

24 
56 
22 
26 

37 
245/s 
50  Vz 

34  % 

4.3 
2.8 
2.8 
2.9 

47 
36 
44 
34 

3.37 
1.88 

3.21 
2.93 

Data  as  of  1/19/95.  Yield  on  30-year  Treasurys  adjusted  for  inflation  using  the  trailing  12  months'  increase  in  the  Consumer  Price  Index.  Capitalization-weighted.  Di\ 
divided  by  net  income;  all  extraordinary  items  are  excluded.  Average  during  the  latest  four  quarters.  Annualized.  Sources:  Market  Guide  Database  Service,  Value  Line  D< 
Service  and  IBES,  Inc.,  via  OneSource  Information  Services;  Standard  &  Poor's  Dividend  Record. 
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Global  Performance 


\ 


Liability  Management 

Eastman  Kodak 

$10  billion  of  debt  and  swaps 

The  largest  restructuring  for  a 
U.S.  corporation  ever 

CS  First  Boston  acted  as  strategic 
financial  advisor  to  Kodak  and 
assisted  the  company  in  the  design 
and  successful  execution  of 
these  transactions 


CS  First  Boston 


%ive  Your  IRA 
e  Fidelity  Advantage. 


r)>  The  Perfonnance  You  Need. 

For  the  long-term  growth  potential  you  may  want 
for  your  IRA,  Fidelity  offers  you  a  full  selection  of  funds  with  a 
wide  variety  of  investment  objectives.  Your  choices  range  from 
funds  that  take  a  more  conservative  approach  for  growth  and 
income,  to  those  focused  on  more  aggressive  growth.  Each 
fund  is  backed  by  the  management  expertise  that  has  helped 
make  Fidelity  America's  leading  stock  fund  manager.1 

r\  The  Value  You  Demand. 

^Y    We  know  you  want  every  retirement  dollar  to 
work  for  you.  That's  why  we've  waived  the  sales 

charges  on  a  dozen  stock  funds  for  retirement  investors; 
that  means  you  can  choose  from  over  50  Fidelity  stock, 
bond,  and  money  market  funds  no-load  for  your  IRA.2 

For  Fidelity  mutual  fund  and  brokerage  IRAs,  the  $12 
annual  maintenance  fee  for  each  IRA  mutual  fund  account 
or  brokerage  IRA  mutual  fund  position  will  be  waived  with 
a  balance  of  $2,500  or  more.3 A 


\  The  Convenience  You  Expect 

y^    Fidelity  makes  saving  for  retirement  easy.  You  can 
call  Fidelity  24  hours  a  day  to  get  an  update  on  your  account 
or  request  additional  investment  information.  We  also  have  a 
team  of  trained  representatives  dedicated  exclusively  to  serving 
our  retirement  investors. 

Plus,  we  give  you  one  consolidated  statement,  so  you  can 
easily  track  your  retirement  investment  portfolio. 

r\  Give  Your  IRA  The  Fidelity 
^  Advantage -Transfer  Today. 

No  matter  where  your  IRA  is  now,  you  can 
transfer  to  the  Fidelity  IRA.  To  start: 

1.  Call  for  your  free  IRA  Fact  Kit 

2.  Complete  and  return  the  IRA 
application  and  transfer  form 
to  us. 

If  you  have  any  questions  about  building 
your  retirement  savings  strategy,  ask  for  our  free 
Retirement  Planning  Guide. 


Visit  a  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-3925 


Investments 


«:.; 


ten " 

r  ■ 
lire ", 

iniofi 


2d 

For  more  complete  information  on  any  Fidelity'  fund  including  charges  and  expenses  call  for  a  free  prospectus.  Read  it  carefully  before  you  invest  or  send  money.  'Fidelity  manages  over  $  170  billion  it! 
assets.  This  offer  applies  to  certain  Fidelity  retirement  plans  marketed  and  distributed  directly  by  Fidelity.  Fidelity  Magellan'  Fund,  Fidelity  New  Millennium™  Fund,  and  Fidelity  Select  Portfolios*  are  e> 
ed.  'For  Fidelity  mutual  fund  IRAs,  the  $  1 2  IRA  maintenance  fee  will  be  waived  for  each  mutual  fund  account  with  a  balance  of  $2,500  or  more  on  the  valuation  date  prior  to  the  fee  collection.  'For  Fit 
Brokerage  IRAs,  the  $12  IRA  maintenance  fee  will  be  waived  for  each  mutual  fund  position  (Fidelity1  and  non-Fidelity  funds,  including  Fidelity  Cash  Reserves)  with  a  balance  of  $2,500  or  more  on  the 
tion  date  prior  to  the  fee  collection.  For  brokerage  IRA  customers,  additional  fees  may  apply.  Call  for  details.  Fidelity  Distributors  Corp.,  Fidelity  Brokerage  Services,  Inc.,  161  Devonshire  St.,  Boston,  ^ 
02110.  Member  NYSE,  SIPC. 
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MONEY  &  NUESTMENTS 


ien  people  tell  you  stocks  aren't  cheap,  ask  them: 
lere  do  stocks  stand  on  the  historical  bell  curve? 

Compared 
ith  what? 


L.  Fisher  is  a  Woodside.  Calif.-based 
/  manager.  His  third  book  is 
Jlinds  that  Made  the  Market. 


3CKS  AIN'T  cheap  and  you're  not 
:nough  to  remember  when  they 
."  Thus  did  one  old-timer  dis- 

my  new  year's  impudence  for 
;esting  1995  should  be  an  above - 
ige  year  for  stocks. 

1 1  am  old  enough  to  remember 

markets,  other  times.  Not  only 
nough  to  recall  when  stocks  were 

cheap,  but  also  old  enough  to 
that  avoiding  stocks  just  be- 
|  the  market  isn't  cheap  is  a  dumb 

My  23  years  in  the  investment 
less  have  taught  me  this:  The 
iet  rises  just  as  often  when  it  is 

cheap"  as  when  it  is. 
lis   may  seem   counterintuitive, 
t  is  not.  There  is  a  lot  of  ground 
een    "not  cheap"   and   "over- 
|d."  We  are  on  that  ground  right 

with  lots  of  room  to  go  before 
;s  are  "overpriced." 
link  of  stock  prices  over  time  as  a 
:urve  and  ask,  "Where  are  valua- 

novv,  compared  with  the  past?" 
:times  stocks  become  much  too 
)  or  highly  priced,  but  usually 
s  dance  around  the  bell  curve's 
:,  not  way  out  on  either  end. 
lere  are  we  now?  Valuations  are 
z  average  but  not  way  out  on  the 

side  of  the  bell.  By  my  count  we 
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are  in  the  middle  of  the  right  half  of 
the  bulge,  about  "one  standard  devi- 
ation above  the  mean  average." 

How  do  I  figure  this?  By  applying  a 
number  of  familiar  yardsticks. 

Measured  by  dividend  yield  we  are 
out  on  the  high-priced  end  of  the  bell 
curve.  So,  too,  on  the  basis  of  price  - 
to-book  value,  which,  linked  to  de- 
cades of  above -average  inflation,  has 
lost  much  of  its  traditional  usefulness 
for  judging  the  overall  market.  But  by 
price/earnings  ratios  we  are  not.  The 
250  biggest  stocks'  median  P/E  is 
16.2 — only  a  bit  above  the  historical 
average.  Ditto  for  price-to-cash -flow 
at  7.1  and  price-to-sales  at  1.1. 

Averaged  equally  (giving  a  20% 
weighting  for  each  of  the  five  above 
mentioned  yardsticks),  we  are  well 
within  the  bulge  of  the  bell  curve  and 
a  good  way  away  from  the  far  right. 

Stocks  not  cheap?  Consider  these 
giant  companies: 

Ford  Motor  (26)  is  about  where  it 


How  high? 


Historically 

average 
valuations 


Too  expensive 

/ 


Valuations  in  standard  deviations  from  the  average 


This  bell  curve  is  not  about  human  intel- 
ligence but  about  stock  valuations. 
Though  above  average,  these  are  still 
far  from  extreme,  as  the  chart  shows. 


was  in  the  late  1980s,  despite  being 
almost  half  again  as  big.  Why  not  own 
America's  best  automaker  when  you 
can  get  it  for  23%  of  annual  revenue, 
6  times  earnings  and  1.3  times  book 
value,  collecting  a  3.7%  dividend  yield 
while  you  wait  for  40? 

When  the  media  fuss  about  deriva- 
tives ends,  expect  to  see  Bankers 
Trust  (57)  at  85.  Meanwhile,  get  a 
6.5%  dividend  yield  on  a  good  com- 
pany that  sells  at  65%  of  sales,  a  P/E  of 
6  and  1  times  book  value.  Chase 
Manhattan  (33)  is  just  where  it  was 
ten  years  ago,  but  much  bigger  now 
at  85%  of  book  value,  6  times  earn- 
ings and  a  dividend  of  4.6%. 

St.  Paul  Cos.  (45)  should  get  a 
boost  since  things  can't  get  much 
worse  for  property  and  casualty  insur- 
ers, and  this  is  one  of  the  best  of  the 
big  ones.  At  80%  of  sales,  a  p/e  of  9, 
1.4  times  book  value  with  a  3.3% 
dividend,  you  don't  risk  much. 

Travelers  (34)  has  journeyed  down 
30%  from  49,  showing  lots  of  interest- 
rate  sensitivity.  But  it's  a  great  firm 
and  can  easily  get  back  up  there. 
While  its  dividend  yield  isn't  compel- 
ling at  1.8%,  its  P/E  of  9,  price-to- 
book  of  1.3  and  price-to-sales  of  60 
are  very  attractive. 

Among  medium-size  stocks  of 
quality  and  similar  cheapness  are: 
Aon  Corp.  (33),  Ashland  Oil  (32), 
Bank  of  Boston  (28),  Comerica  (25), 
Equitable  Cos.  (19),  Fleming  Cos. 
(21),  Lincoln  National  (36),  Ryder 
System  (22),  Shawmut  National  (18) 
and  Transamerica  (51). 

Boatmen's  Bancshares  (29 ,  o-t-c)  is 
priced  like  a  bank  at  1.3  times  book 
value,  a  P/E  of  9  and  with  a  4.6% 
dividend  yield.  But  none  of  that  even 
seems  to  include  its  very  valuable 
money  management  arm,  which  if 
sold  off  would  probably  fetch  as 
much  as  40%  of  what  all  of  Boatmen's 
sells  for  now. 

Paccar  (45,  o-t-c)  is  Peterbilt  and 
Kenworth,  classic  names  in  trucking, 
a  company  on  a  roll  while  truck  stocks 
are  on  a  slide.  At  9  times  earnings, 
40%  of  sales  and  1 .4  times  book  value 
the  stock  should  easily  see  a  price  of 
65  before  this  bull  market  ends. 

I  predicted  last  month  that  stocks 
should  rise  20%  to  40%  in  1995. 1  still 
do.  Don't  be  frightened  out  of  this 
bull  market  by  meaningless  babble 
about  "not  cheap."  HI 
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Va         ie  remains  the  top  long-term  performer  among 
in lent  services,  but  its  lead  has  been  shrinking, 
i  Seiver  has  figured  out  a  way  to  restore  its  luster. 

Tweaking 
the  numbers 


BY  MARK  HULBERT 


Mark  Hulbert  is  editor  of  the  Alexandria,  Va.- 
based  Hulbert  Financial  Digest,  which  monitors 
the  performance  of  investment  advisory  letters. 
His  newest  book  is  The  Hulbert  Guide  to  Financial 
Newsletters  (Dearborn  Financial  Publishing). 


The  value  added  by  Value  Line, 
which  is  top-ranked  among  the  letters 
tracked  by  the  Hulbert  Financial  Di- 
gest since  1980,  has  been  slipping. 
Over  the  long  term,  Value  Line  has 
outperformed  the  average  stock  by 
more  than  4%  per  year.  Over  just  the 
last  eight  years,  in  contrast,  its  lead 
over  a  buy-and-hold  strategy  was 
1.3%  per  year. 

Much  of  this  diminution  can  be 
traced  to  the  increasing  number  of 
investors  who  have  jumped  on  the 
Value  Line  bandwagon.  It's  the  rare 
investor  today  who  isn't  aware  of 
Value  Line's  famed  stock  ranking  sys- 
tem, which  segregates  a  1,700-stock 
universe  into  five  groupings — from 
Group  1  (the  best  bets)  to  Group  5. 
This  popularity  has  made  it  difficult  to 
obtain  favorable  prices  when  buying 
and  selling  .rocks  as  they  are  up-  or 
down-graded  from  Group  1. 

This  popularity  also  has  put  a  grow- 
ing premium  on  finding  new  and 
more  profitable  ways  of  exploiting 
Value  Line's  undeniable  value.  My 
monitoring  of  investment  letter  per- 
formance reveals  that  such  a  way  has 
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been  found.  It  is  provided  in  the  pad 
System  Report,  edited  by  Daniel 
Seiver,  a  professor  of  economics  at 
Miami  University  of  Ohio.  He  bases 
his  strategy  on  statistics  that  are  in- 
cluded in  each  Value  Line  issue.  Since 
1989,  when  the  hfd  began  following 
Seiver,  his  conservative  portfolio  has 
beaten  Value  Line  by  a  slight  margin, 
but  with  substantially  less  risk. 

Over  the  last  six  years,  the  stock 
market  itself — as  measured  by  the 
Wilshire  5000  index — has  produced  a 
94.5%  gain.  A  portfolio  of  Value 
Line's  top-rated  stocks  did  126.8% — 
but  with  10%  more  risk  than  the 
market  itself.  Seiver's  conservative 
portfolio,  in  contrast,  did  130.5% — 
but  with  10%  less  risk  than  the  market 
and  20%  less  than  Value  Line.  That's  a 
winning  combination. 

Seiver's  market  timing  is  based  on 
Value  Line's  analysts'  projections  of 
where  each  of  the  1 ,700  stocks  they 
follow  will  be  in  three  to  five  years.  In 
1986  Seiver  discovered  what  has  since 
been  confirmed  by  academic  research: 
When  55%  is  subtracted  from  the 
median  of  these  projections,  it  is  high- 

It's  the  rare  investor 
today  who  isn't  aware 
of  Value  Line's  famed 
stock  ranking  system. 

ly  correlated  with  the  market's  level 
four  years  hence. 

It  works  like  this:  If  the  median 
projection  is,  say,  100%,  you  scale  it 
down  to  45%.  That  turns  out  to  be  a 
remarkably  good  forecast  of  how 
much  the  market  will  rise  over  the 
next  four  years. 


How  Seiver  translates  this  discq 
cry  into  a  market  timing  rule:  1 
stock  market  is  a  "buy"  if  the  medl 
of  Value  Line's  projections — bcfj 
subtracting  55% — equals  or  excel 
100%.  The  market  is  a  sell  whenei 
the  median  projection  is  below  7'| 
In  between,  the  market  is  neutral.  I 

Value    Line's    median    for   all 
stocks  currently  stands  at  70%,  wh 
according  to  Seiver,  places  the  mail 
on  the  borderline  between  ncu| 
and  an  outright  sell. 

For  selecting  individual  stol 
Seiver  also  uses  Value  Line  analjj 
three-to-five-year  projections.  He  [ 
lieves  Value  Line  analyst  project!  I 
may  contain  as  much  valuable  in[ 
mation  as  the  Value  Line  rani  I 
system  itself.  For  example,  Seiver  c 
tends,  we  need  not  confine  our  || 
chases  to  Value  Line's  Groujl 
stocks — so  long  as  the  stocks  tha'J 
do  purchase  are  projected  to  at  l| 
double  over  the  next  three  to 
years.  According  to  Seiver,  if  a  s  to  I 
projected  to  at  least  double,  ther| 
okay  to  buy  it,  even  if  Value 
ranks  it  as  low  as  Group  3  (averad 

Other  stock  selection  rules  Ssl 
gleans  from  the  pages  of  Value  j] 
Estimated  future  earnings  must 
least  50%  higher  than  earnings  oi 
best  year  of  the  last  five.  Ancu 
company  must  have  a  finaj 
strength  rating  at  least  B++  ar,| 
Value  Line  safety  rank  of  at  least  t 

In  addition  to  his  successful  coij 
vative  strategy,  Seiver  also  has 
exploring  more  aggressive  wa)j 
exploiting  Value  Line.  These  incj 
methods  of  purchasing  risky  tecrj 
ogy  stocks  as  well  as  selecting  a 
sale  candidates.  So  far,  however^ 
results  have  been  mediocre:  Ini 
trast  to  the  126.8%  six-year  gaij 
Value  Line  and  130.5%  for  his  co 
vative    strategy,    Seiver's    aggnj 
portfolio  has  gained  just  55.6%. 
,    The  stocks  that  currently  maklj 
buy  list  for  Seiver's  conservative 
folio:  Northern  Trust  (32,  o-t 
bank  holding  company;  Albert! 
(30),  the  supermarket  chain;  R\j 
(24),  which  provides  pest  coj 
lawn  care  and  security  services] 
Germany  Fund  (11),  the  close< 
country   fund.    In    addition, 
would  buy  Millipore  (49),  a  lean 
fluid  filters,  if  it  dropped  abou 
from  current  levels. 

Forbes  ■  February  13 


may  be  tomorrow's  opportunity." 
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Results  of  a  hypothetical  $10,000  investment  in  the  Berger  100  Fund 
through  7  bull  and  7  bear  markets. 


If  today's  market  turbulence  keeps  you 
out  of  equities,  I  believe  you're  missing 
significant  opportunities.  In  the  40  years 
that  I  was  an  investment  manager,  I  learned  that 
if  you  look  long  term,  it's  always  a  good  time  to 
invest  in  equities. 

Experience  has  taught  me  that  when  prices 
are  low,  there  are  more  bargain  stocks  to  be 
found.  And  even  when  prices  are  high,  you  can 
minimize  their  impact  with  a  regular  program  of 
investing.  (Keep  in  mind,  periodic  investments 
don't  assure  a  profit  or  protect  against  loss  in 
declining  markets.) 

Equities  and  equity  mutual  funds  fluctuate 
with  market  conditions,  but  the  effects 
of  volatility  tend  to  diminish  over  time.  As 

the  chart  below  reveals,  if  you  can  invest  long 
term,  equity  investments  such  as  the  no-load 
Berger  100  Fund  can  help  investors  work  toward 
their  goals  even  in  a  changing  market. 

Five-star  overall  rating.  Morningstar,  an  inde- 
pendent evaluator  of  mutual  funds,  awarded  the 
Berger  100  Fund  a  ++iriric  overall  rating  for 
the  period  ending  12/31/94*  Only  10%  of  the 
1,132  equity  funds  earn  this,  the  highest  rating. 
While  past  performance  is  no  guarantee  of  future 
results,  we  believe  it  is  a  strong  indicator. 

I  understand  today's  changing  market  may 
concern  you,  but  I  see  it  as  an  opportunity  for 
tomorrow's  profits  —  and  hope  you  will,  too. 

It  only  takes  $250 

to  open  any  Berger  account, 

including  a  Berger  IRA. 

Please  call  (800)  3334001 

for  a  prospectus  containing 

more  information  including  all  fees. 

Read  it  carefully  before  investing. 


Together  we  can  move  mountains^ 


ar  proprietary  ratings  reflect  historical  risk-adjusted  performance  through  12/31/94.  The  ratings  are  subject  to  change  every  month.  Morningstar  ratings  are  calculated  from  the  fund's  3-.  5-  and  1 0-year  average  annual 
excess  of  90-day  Treasury  bill  returns  with  appropriate  fee  adjustments  and  a  risk  factor  that  reflects  fund  performance  below  90-day  T-bill  returns.  The  fund's  3-.  5-  and  10-year  ratings  are  3  stars.  5  stars  and  5  stars 
ty  1.132. 863  and  437  equity  funds  were  rated  for  the  3-.  5-  and  1 0-year  periods  respectively.  The  top  1 0%  of  the  funds  in  an  investment  category  receive  5  stars.  22.5%  receive  4  stars  and  35%  earn  3  stars.  Overall  rating 
led  average  of  the  fund's  3-.  5-  and  10-year  ratings.  Returns  are  historical.  Past  performance  is  no  guarantee  of  future  results.  -6.7%,  1 7.0%,  1 9.2%  and  1 4.3%  are  the  respective  1  -.  5-.  1 0-  and  20-year  average 
al  returns  for  the  period  ending  12/31/94.  (Source:  Upper  Analytical  Services.  Inc.)  Berger  performance  figures  include  changes  in  share  price  and  reinvestment  of  dividends  and  capital  gains,  which  will  fluctuate  so 
s  v/hen  redeemed,  may  be  worth  more  or  less  than  their  original  cost.  The  figures  include  the  deduction  of  12b-1  fees  beginning  in  June  1990.  Berger  Associates  assumed  management  of  the  Fund  9/30/74. 
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My  sins  and  my  wins  for  1994 
and  my  picks  for  1995. 

",a€  zoning  time 


Apr.  1 1  issue,  and  was  down  almos 
9%.  Obviously,  I  wasn't  that  con 
vinced  or  I  would  have  highlightedi 
again.  Always  be  leary  of  the  colunj 
nist  or  pundit  who  has  new  anli 
different  ideas  with  every  squiggle  ] 
the  market  and  every  flash  in  th 
headlines.  He  probably  has  no  raj 
convictions  and  keeps  on  swingin 


BY  LAS2L0  BIRINYI  JR. 


Laszlo  Birinyi  Jr.  is  president  of 

Birinyi  Associates,  a  Greenwich,  Conn. -based 

financial  consulting  firm. 


One  of  the  more  curious  calls  I 
received  last  year  was  from  a  gentle- 
man inquiring  whether  I  still  recom- 
mended a  certain  stock  on  which  he 
had  already  lost  40%.  Fortunately  for 
me,  the  stock  was  not  one  I  recom- 
mended (or  even  followed).  But  this 
incident  illustrates  the  casualness  with 
which  individuals  often  track  their 
investments.  They  even  forget  why 
they  bought  a  stock  or  who  recom- 
mended it. 

For  the  benefit  of  those  who  did 
follow  any  of  my  recommendations, 
the  editors  of  Forbes  did  some  reck- 
oning and  informed  me  that  through 
the  beginning  of  December,  my  1994 
picks  resulted  in  a  net  gain  of  2%.  I 
won't  go  through  all  the  fine-tuning 
of  dividends,  discriminating  between 
initial  ind  subsequent  recommenda- 
tions, bi  it  two  features  I  would  note  in 
my  dei  i  >e:  1)  Of  my  65  recommen- 
dations, r\  in  the  black  at  the 
end  of  the  marking  r  riod;  2)  in  a  year 
when  many  stxxr  >  fell  into  deep  holes, 
Kmart  and  Morg  Stanley  were  the 
only  stocks  I  wouk       e  to  give  back. 

Reviewing  the  sL  icks  I  recom- 
mended in  1994, 1  find  some  lessons. 
Probably  the  first  is  to  truly  be  an 
investor.  My  recommendations  are 
directed  at  investors,  not  at  specula- 
tors who  hope  to  skin  a  couple  of 
points  and  get  out.  Thus  the  stocks 
that  most  populated  my  list  have  been 

216 


staples  of  this  space  for  some  time.  My 
top  mention,  Texas  Instruments  (six 
times),  was  first  suggested  to  you  in 
the  Jan.  6,  1992  issue  at  28.  Since 
then,  it  is  up  171%;  not  bad  for  three 
years.  And  I  still  like  it. 

There  are  names  that  appeared  five 
times  last  year:  Compaq,  Intel  and 
Wells  Fargo.  All  would  have  made 
money  for  you  in  1994  but,  like  Texas 
Instruments,  looking  at  their  longer 
picture  makes  even  better  reading. 

There  is  a  corollary  lesson  that  helps 
explain  why  it  is  better  to  invest  than 
to  speculate:  You  can  be  200%  wrong 
when  you  switch.  Suppose  I  had  rec- 
ognized that  Texas  Instruments 
wasn't  going  to  have  a  banner  year 
and  so  sold  it  in  December,  paying  a 
fat  capital  gains  tax.  Suppose  I 
switched  to  bonds.  Or  emerging  mar- 
kets. There  were  plenty  of  people 
earlier  last  year  pushing  both  con- 
cepts. Either  of  those  switches  would 
have  been  200%  wrong.  You  would 
have  foregone  a  small  profit  in  Ti  and 
sustained  a  big  loss  in  the  security  you 
switched  to. 

In  betting  circles,  this  is  known  as  a 
parlay.  Here  a  horseplayer  assumes  he 
will  win  the  first  race  and  tells  his 


anyway  in  hopes  that  he  connecl 
once  in  a  while. 

Unfortunately  for  me,  the  ForbJ 
editors  didn't  keep  track  of  my  dom 
buy  inputs.  There  I  looked  prefl 
good.  In  my  Jan.  31  comments  I  sal 
"Be  skeptical  about  foreign  markets, 
and  on  Feb.  14  expressed  conce* 
about  the  premiums  in  the  count) 
funds  of  Argentina,  Indonesia  ar 
Taiwan.  In  the  Aug.  1  issue  I  told  yc 
that  even  with  the  Turkey  Fund  dow 
over  50%,  the  Indonesia  Fund  losiii 
40%  and  Taiwan's  30%,  I  still  worn 
not  buy  them. 

You  would  have  done  well  to  sha 
my  skepticism. 

For  the  new  year,  I  would  stay  wi 
some  of  my  old  favorites,  Intel  (7f, 
Texas Instru ments(72) and  Wells Ft 
go  (145).  In  spite  of  my  Sept.  1 
reservations  about  Compaq  (42), 
would  continue  to  hold  and  look  i 
opportunities  to  buy  on  declines.  \. 
Nike  (73)  recommendation  (May* 
is  now  up  18  points,  so  I  wouldn't  bl 
any  more  and  would  not  make  ti 
stock  more  than  10%  of  my  hold 
I  want  to  own  some  energy  stoc 
1995,  so  I  will  add  Atlantic  Richj 
(107).  A  consumer  stock  should 
represented,  which  I  will  do  w 


When  you  hold  a  stock  you  can  be  wrong  only  once;  when  you 
switch  you  have  a  chance  of  being  wrong  twice. 


bookie  to  take  those  winnings  and 
play  them  on  such-and-such  an  entry 
in  the  fifth  race.  Or  the  football  fan 
who  thinks  Alabama  will  cover  the 
spread  on  Saturday  as  will  the  Chica- 
go Bears  on  Sunday.  Bookies  know 
better,  and  that  is  why  they  have  tans 
in  February  and  drive  late  model  cars. 
Stocks  that  did  well  for  me  were 
generally  mentioned  on  more  than 
one  occasion,  stocks  about  which  I 
had  strong  convictions.  Eli  Lilly,  for 
example,  came  up  only  once,  in  the 


PepsiCv  (35),  even  though  it  is  ouu 
favor  on  Wall  Street. 

As  for  those  emerging  couil 
funds,  I  now  think  they  are  wort 
nibble.  But  stay  with  those  sellinj 
a  discount  to  net  asset  value  : 
those  that  were  indirectly  hurt  by 
Mexican  crisis,  but  not  necessa 
the  purely  Mexican  plays.  My  { 
sonal  favorites  include:  the  Li 
American  Equity  Fund  (16), 
First  Philippine  Fund  (16)  and' 
India  Fund  (10). 

Forbes  ■  February  13, 1 


If  you  want  to  secure  your 
company's  future  in  China  then  sponsor 
The  1995  China  Summit. 

Established  in  1993,  The  China 
Summit  was  developed  to  promote  a 
better  understanding  between  China 
and  the  World. 

In  April  1995,  over  thirty  Chinese 
ministers,  provincial  governors,  mayors 
and  200  of  China's  top  CEOs  will  gather 
in  Beijing,  offering  your  company  an 
unparalleled  platform  to  promote  your 
business  to  China  and  the  World. 

With  the  vast  resources  of  the 
International  Herald  Tribune  behind  it, 
The  China  Summit  guarantees  the 
relationships  you  need  to  secure  your 
position  in  China  into  the  next  millennium. 

In  addition,  you  and  up  to  twenty 


five  delegates  of  your  choice  will  have  the 
opportunity  to  meet  face-to-face  with 
political  and  business  leaders  over  the 
three-day  Summit. 

Only  a  limited  number  of 
companies  will  be  able  to  participate  in 
this  historic  event. 

So  if  you're  interested  in  developing 
your  business  in  China,  make  sure  you 
call  or  fax  The  1995  China  Summit 
organizers  now. 

To  participate,  call  or  fax  Richard  Lynch, 
International  Herald  Tribune,  New  York. 

Tel:  (1-212)  752  3890  •  Fax:  (1-212)  755  8785 

The  1995  China  Summit 
April  10-12,  1995,  Beijing 
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The  Second  Annual  Conference  Explores    I 
(urrent  and  Emerging  Opportunities     I 

PI  ore  than  1,000  corporate  chief  executives,  economic  and  finance  ministers 
and  other  senior  government  officials,  strategic  planners,  institutional 
investors,  developers,  project  sponsors,  bankers  and  entrepreneurs  attended 
last  year's  conference.  They  represented  14  Latin  American  governments  and 
over  300  multinational  companies  involved  in  Latin  American  trade,  investment 
and  finance.   A  The  Second  Annual  Conference  will  address  the  new 
business  landscape  fourteen  months  after  NAFTA's  passage,  and  will  have 
important  follow-up  linkage  with  the  President's  Summit  of  the  Americas 
which  will  be  held  in  Miami  in  December  of  1994.  The  conference  will  be 
directed  to  businesses  throughout  the  world  that  want  to  explore  investments        ,  ^ 
in  Latin  America  and/or  export  their  products  and  skills  to  this  booming 
population  of  400  million  people.  The  conference  will 
also  target  Latin  American  business  and  government 
leaders  who  want  to  present  their  investment,  financing 
and  trade  opportunities  to  the  rest  of  the  world.   A  For 
your  business  or  organization  to  fully  take  advantage  of 
the  new  possibilities  Latin  America  offers,  businesses 
and  private  development  organizations  must  have  timely 
information  on: 
•specific  opportunities 

•  financing  sources  and  structures  • 

•  regulatory  and  legal  requirements 
•joint  venture  techniques 
-  business  and  political  risks 


Conference  Chairmen: 

Ambassador  Everett  Ellis  Briggs 

President 
Council  of  the  Americas 

John  D.  Carter 

President 
Bechtel  Enterprises,  Inc. 

Jose  A.  Estenssoro 

Chief  Executive  Officer 
YPF 

Organizing  Chairman: 


Robert  F.  Cushman 

Partner 

Pepper,  Hamilton  &  Scheetz 

3000  Two  Logan  Square 

18th  &  Arch  Streets 

Philadelphia,  PA  19103-2799 


Gain  an  understanding  of  the  issues,  risks  and  rewards  by 
participating  in  The  Latin  American  Market  Conference. 

To  register  or  to  receive  a  free  program  brochure,  call  800  2i 
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The  Second  Annual  Conference  On  the  Opportunities  for  Trade,  Investment  and  Finance 
Generated  By  Latin  America's  New  Business  Landscape 
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rested  In  Participation  With: 

•The  World  Bank 

InterAmerican  Development  Bank 

The  Export-Import  Bank 

U.S.  Trade  and  Development  Agency 

Overseas  Private  Investment 
Corporation 

U.S.  Chamber  of  Commerce 

Association  of  American  Chambers 
of  Commerce  in  Latin  America 

International  Finance  Corporation 
FOMENTO     " 

The  Government  Development  Bank 
for  Puerto  Rico 

The  Beacon  Council 


Presented  In  Association  With: 

•  Apostel  &  Co. 
-AT&T 

-  Bechtel  Enterprises,  Inc. 

•  The  Chase  Manhattan  Bank 

•  CS  First  Boston 

•  Deutsche  Bank  AG 

•  Engineering  News-Record 

•  Enron  Corporation 

•  Exxon  Corporation 

-  GE  Capital 

•  Goodwin,  Procter  &  Hoar 

-  Grupo  Mexicano  de  Desarrollo 
-ITT 


-  King  &  Spalding 

-  KPMG  Peat  Marwick  LLP 

*  North  West  Water  Company 

Pepper,  Hamilton  &  Scheetz 

Pepsico  Foods  and  Beverages 
International 

-Sun  Microsystems,  Inc. 

-  Union  Bank  of  Switzerland 

-  United  Infrastructure  Company 
Walt  Disney  Company 

-  Willis  Corroon 

-  Xerox  Corporation 
-YPF 
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Y(?Sr  I  want  to  gain  an  understanding  of  the  opportunities  and 
challenges  for  trade,  investment  and  finance  in  Latin  America. 
Please  send  a  program  brochure  to: 
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CMC/The  Latin  American  Market 
200  Connecticut  Avenue 
Norwalk,  CT  06856-4990 
203  857-4075  or  203  852-7019 
800  243-3238  or  203  852-0500 
event.consulting@tradeshow.com 
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Mexicov  pr<  blems  are  a  timely  reminder: 
There's  no  place  like  home. 

Dorothy  had 
it  right 


John  Rutledge  is  an  economist 
and  chairman  of  Rutledge  &  Co.,  a 
merchant  bank  in  Greenwich,  Conn. 


In  the  real  world  the  big  dogs  eat 
first,  and  they  eat  as  much  as  they 
want.  The  little  dogs  eat  what  is  left  in 
the  bowl  when  the  big  dogs  have 
finished.  That's  how  it  is  in  nature. 
That's  how  it  is  in  global  investing. 

The  U.S.,  Western  Europe  and  Ja- 
pan are  the  big  dogs  around  the  world 
capital  market  bowl.  They  take  what- 
ever capital  they  need;  other  econo- 
mies fight  it  out  over  the  scraps. 

The  big  dogs  haven't  been  very 
hungry  recently.  So  the  litde  dogs 
have  been  able  to  fill  their  stomachs 
for  a  change.  For  most  of  the  past  five 
years,  the  rich,  industrialized  coun- 
tries have  been  mired  in  deflationary 
recessions  of  their  own  making,  and 
haven't  had  much  appetite  for  new 
capital.  Managers  focused  on  surviv- 
al— restructuring,  reengineering  and 
downsizing — and  worked  hard  to  re- 
duce the  capital  and  people  they  need- 
ed to  run  their  businesses. 

The  Fed,  the  Bundesbank  and  oth- 
er central  banks  pushed  interest  rates 
lower  and  lower,  looking  for  the  level 
that  would  restart  the  Western  econo- 
mies. As  a  direct  result,  investors, 
discouraged  by  low  bond  and  money 
market  returns  and  high  stock  prices 
in  the  industrialized  countries,  shifted 
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assets  into  the  high-growth  emerging 
market  economies,  pushing  their 
stock  markets  sharply  higher  during 
1993  and  priming  the  pump  for  in- 
flows of  retail  money  into  emerging 
market  mutual  funds  last  year. 

The  big  dogs  are  back.  Economic 
growth  rebounded  last  year,  with  GDP 
rising  in  the  U.S.  (4%),  U.K.  (4.2%), 
Germany  (2.8%),  France  (2.9%)  and 
Italy  (3.7%).  Growth  was  strongest  in 
the  capital-intensive  manufacturing 
sectors.  Japan,  although  still  deflat- 
ing, is  starting  to  grow  again,  too. 

After  years  of  reducing  capacity, 
this  sudden  switch  to  growth  has  pro- 
duced extremely  tight  conditions  in 
the  markets  for  many  industrial  mate- 
rials. There  simply  isn't  enough  steel, 
copper  or  aluminum  to  meet  current 
production  needs.  Industrial  metals 
prices  have  increased  by  more  than 
70%  in  the  past  year  alone.  And  al- 
though U.S.  consumer  prices  in- 
creased only  2.7%  last  year,  inflation  is 
beginning  to  show  up  in  final  goods 
prices,  as  we  saw  in  January  when 
Goodyear  raised  its  tire  prices  to  pass 
along  higher  material  costs.  Whole- 
sale prices  in  December  jumped  0.7% 
in  both  Germany  and  the  U.K. 

Alarmed  by  signs  of  rising  prices, 
the  Fed  has  increased  interest  rates  six 
times  since  last  February,  to  almost 
double  their  levels  of  a  year  ago,  and  is 
likely  to  continue  doing  so.  Other 
central  banks  have  followed  its  exam- 
ple. With  every  notch-up  of  rates  at 
home,  it  gets  that  much  harder  for  the 
emerging  countries  to  attract  capital. 

In  Mexico's  case,  the  rates  proved 
too  high  for  its  fragile  political  system 
to  bear,  and  in  December  the  new 
government  of  President  Ernesto  Ze- 
dillo threw  away  the  dream  of  a  thriv- 
ing Mexican  economy  when  he  chose 
the  traditional  Latin  remedy,  a  mas- 


sive devaluation   of  the   peso,  o 
austerity  and  dollar  convertibility. 

In  the  few  weeks  since  the  deval 
tion,  the  Mexican  economy  has  co 
pletely  shut  down  and  investors  h 
lost  half  of  their  net  worth  in  the  st< 
market.  Inflation,  below  7%  last  y< 
will  now  be  25%  to  30%  this  year, ; 
interest  rates  are  much  higher,  botl 
pesos  and  in  dollars,  than  before 
devaluation.  Mexican  workers'  wa 
are  now  worth  less  in  dollar  tei 
than  they  were  in  1976. 

Some  economists  have  argued  t 
the  cheaper  peso  will  make  Mexi 
exports  more  competitive  and  att 
foreign  firms  to  locate  in  Mexia 
take  advantage  of  the  new,  even  li 
er,  dollar  wage  levels. 

Wrong.  Dead  wrong. 

The  devaluation  of  the  Mexi 
peso  was  not  a  macroeconomic  ev 
it  was  a  moral  event.  Each  unit 
country's  money,  as  Argentine  II 
nomics  Minister  Domingo  Ca\ 
said  last  week,  is  a  contract  betwee 
government  and  its  people.  By  br 
ing  that  contract,  after  systematic 
lying  about  its  intentions  not  to  ddi 
the  Mexican  government  has  tau£ 
whole  new  generation  of  internatt 
al  investors  that  it  is  not  safe  to  I 
governments  of  developing  couni 
with  their  money. 

The  fallout  has  already  been  vw 
spread,  with   massive   stock  ma, 
selloffs  and  currency  crises  in  do 
of  countries.  In  each  case  the  I 
mon  theme  is  lack  of  trust  in  the 


government. 
Are  you  starting  to  drool  ati 


With  every  notch-up  of 
interest  rates  at  home, 
it  gets  that  much  harder 
for  the  emerging  countric 
to  attract  capital. 


growing  list  of  cheap  stocks  out  t 
Wipe  your  mouth  and  keep 
checkbook  in  your  pocket.  A  ( 
stock  in  an  illiquid  market  with  cu 
cy  risk  is  not  a  bargain.  My  advice 
this  all  sorts  out  is:  Remember 
Dorothy  said  in  the  Wizard  q 
"There's  no  place  like  home." 
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For  Your  Next  Meeting,  Aim  a  Little  Higher. 


Deep  in  the  Southern  Rockies  lie  two  hundred  and  fifty  spectacular  square  miles 

known  as  Forbes  Trinchera.  Its  tallest  peak  reaches  14,345  feet  into  the  Colorado  sky,  and  its 

mountains  sweep  down  into  valleys  as  green  and  fertile  as  a  Kentucky  meadow. 

This  historic  tract  of  land  was  bought  by  publisher  Malcolm  S.  Forbes  in  1969  as 

a  natural  escape  to  a  place  far  from  Wall  Street  and  corporate  stress.  It  is  this  aspect  of  this 

wonderful  land  that  the  Forbes  family  have  decided  to  share  with  like-minded  colleagues. 

The  buildings  of  Forbes  Trinchera  have  been  remodeled  to  provide  superb 
accommodation,  but  it  is  still,  essentially,  a  ranch. 

Whilst  there,  you  can  ride  the  land  on  horseback,  or  on  trail-bike.  You  can  fly-fish  on  its  miles 

of  streams,  or  hike  its  thousands  of  trails.  You  will  have  special  rights  at  a  nearby 

golf  and  swimming  club,  or  you  can  shoot  skeet  until  every  clay  looks  as  big  as  a  house. 

And,  when  there's  work  to  be  done,  our  main  conference  room  can  seat  up  to  sixty. 

However  you  choose  to  use  it,  Forbes  Trinchera  will  provide  a  lookout  point  from  which  to  view 
the  world.  Two  hundred  and  fifty  square  miles.  Fifty  staff.  Mountains.  Valleys.  Lakes.  Streams. 

Call  1-800-FORBES-5,  and  allow  us  to  tell  you  more. 


Forbes  Trinchera  Ranch 

A  Forbes  Executive  Retreat 
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Mexico  could  have  avoided  the  peso 
crisis  if  it  had  had  a  currency  board. 

Jobs  for  the  boys 


BYSTEU  H.HANKE 


Steve  H.  Hanke  is  a  professor 

of  Applied  Economics  at 

The  Johns  Hopkins  University  in  Baltimore. 


The  International  Monetary  Fund 
was  established  in  1944  to  provide 
short-term  assistanee  to  countries 
whose  currencies  were  pegged  to  gold 
or  the  U.S.  dollar.  This  rationale  dis- 
appeared when  the  major  currencies 
were  floated  after  the  U.S.  went  off 
gold  in  September  1971 .  But  bureau- 
cracies that  outlive  their  purpose  nev- 
er fade  away.  Indeed,  the  IMF  assumed 
new  powers  and  kept  growing. 

The  IMF  kept  growing  by  insisting 
that  developing  countries  put  central 
banks  in  charge  of  money  creation. 
These  central  banks  don't  work  well. 
They  produce  lousy  money.  But  nev- 
er mind.  That  creates  more  patronage 
for  the  boys  at  the  IMF  because  they 
have  to  monitor  and  bail  out  die 
troubled  central  banks.  The  IMF  also 
costs  the  taxpayers  dearly. 

Most  developing  countries  are 
plagued  by  relatively  high  rates  of 
inflation  because  their  central  banks 
emit  excessive  amounts  of  money. 
Among  the  126  developing  countries 
monitored  by  the  IMF,  the  average 
annual  rate  of  inflation  was  20.2% 
from  1971  to  1983  and  43.5%  from 
1984  to  1993. 

In  addition  to  expropriating  wealth 
by  inflation  most  central  banks  in 
developing  countries  curb  individual 
freedom  by  limiting  convertibility, 
that  is,  restricting  people's  ability  to 
exchange   third-rate  currencies  into 
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first-rate  currencies.  To  the  extent  the 
central  banks  succeed,  they  create  a 
fence  inside  which  their  citizens' 
money  and  property  can  be  expropri- 
ated through  inflation. 

If  this  situation  weren't  bad 
enough,  most  central  banks  in  devel- 
oping countries  are  encouraged  by 
the  IMF  to  employ  pegged  exchange 
rate  regimes,  i.e.,  to  link  the  value  of 
their  currency  to  a  stronger  one.  This 
is  supposed  to  produce  sound  money 
and  confidence.  But  it  doesn't  be- 
cause the  link  always  breaks.  Conse- 
quently, as  I  pointed  out  in  my  Jan.  16 
column  on  Mexico,  pegged  exchange 
rates  invariably  generate  balance-of- 
payments  crises,  devaluations  and — 
you  guessed  it — more  IMF  jobs. 

There  is  a  better  way  to  provide 
money  in  developing  countries,  but 
most  governments  shun  it  because 
that  way  makes  it  impossible  to  print 
money  to  finance  government  defi- 
cits. The  alternative  is  a  currency 
board  system. 

A  currency  board  cannot  print 
money  at  will.  Indeed,  it  can  only 
issue  notes  and  coins  to  the  extent 


Unlike  central  banks, 
currency  boards  have  never 
devalued  against  or 
suspended  convertibility 
into  their  anchor  currency. 


that  the  new  money  is  fully  backed  by 
hard  currency  reserves. 

This  100%  hard  currency  backing 
provides  credibility  for  a  permanently 
fixed  rate  of  exchange  between  a 
board's  money  and  its  reserve  curren- 
cy. A  board  cannot  expand  the  mone- 
tary base  faster  than  it  obtains  foreign 
reserves.  Therefore,  a  Mexican-style 
balance-of-payments  crisis — which  is 
set  off  when  a  country's  foreign  re- 


serve cover  sinks  close  to  the  vani«| 
ing  point — cannot  occur. 

Currency  board  systems  are  v, 
tested.  They  have  existed  for  alrfll 
150  years.  There  have  been  some  / 
plus  currency  boards.  In  Russi 
Currency  and  Finance  (1993),  Pi 
fessor  Lars  Jonung,  Dr.  Kurt  Schu 
and  I  show  that,  unlike  central  ban 
currency  boards  have  never  exp< 
enced  a  balance-of-payments  cri 
devalued  against  or  suspended  a 
vertibility  into  their  anchor  curren 

Most   currency   boards   were 
placed  with  central  banks  in  the  191' 
and    1960s    because   of  intellect 
fashions  and  pressure  from  the  1 
Some  boards  survived,  most  nota 
Hong   Kong's — with  commenda 
results.  Since  1991  I  have  had  a  \\z 
in  establishing  currency  boards  in 
gentina,  Estonia  and  Lithuania.  Tl 
have  successfully  crushed  inflafi 
promoted  fiscal  discipline  and  stir 
lated  economic  growth.  In  Argent 
for   example,    annual   inflation 
2,315%  in  1990.  On  Apr.  1,  1< 
President  Menem  thumbed  his  a 
at  the  IMF  and  installed  a  curre 
board.  Now  Argentina  has  the  lov 
rate   of  inflation   in   Latin  Amei] 
(3.9%),  a  balanced  budget  and  c 
to  7%  growth. 

Mexico  and  Russia,  two  IMF  bai| 
cases,  ought  to  take  note.  In  addi 
to  providing  Mexico  and  Russia  \ 
sound  currencies,  currency  board 
terns  would  provide  both  coum 
with  a  transparent  institution,  so 
the  public  could  see  what  was  gc'IBES, 
on  with  the  currency.  Everyone  c< 
see  the  exchange  process  taking  pi 
There  would  be  no  need  to  guess 
intentions  of  politicians  and  bun  ^ 
crats;  both  would  have  their  larcei 
hands  tied. 

Already  Mexico  is  under  pres 
to  report  its  foreign  reserve  hold; 
on  a  more  frequent  basis.  (Wi 
currency  board  it  could  report 
serves  daily,  as  does  Argentina.) 
the  Mexican  politicians  accept  a 
rency    board    system?    Maybe. 
Mexican   central   bank   is   currr| 
studying  the  idea. 

There  are  only  three  losers 
currency  board  system:  Central  b 
ers  and  IMF  people  who  will  lose 
cushy  jobs;  and  politicians  who 
lose  some  of  their  ability  to  expr 
ate  people's  savings. 
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When  people  get  serious  about 
business,  they  start  reading  Forbes. 


In  English.  In  German.  In  Japanese.  In  Chinese, 
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Forbes 


! Forbes  von  Burda 


Forbes  Nihonban 


Forbes  Zibenjia 


•man,  Japanese,  Chinese-speaking  business  executives.. .they're  also  reading 
bes.  Month  after  month,  Forbes  delivers  influential  readers  in  these  key  markets  around  the 
d.  With  a  key  difference  --  these  aren't  just  translated  versions  of  Forbes'  U.S.  magazine, 
y're  original  publications  in  their  own  right,  written  in  each  country's  indigenous  language: 
ibes  von  Burda  in  German,  Forbes  Nihonban  in  Japanese,  and  Forbes  Zibenjia  in  Chinese. 
1  h  with  the  Forbes'  editorial  flavor.    This  is  the  Forbes  Global  Advantage. 

j  vhen  you  place  an  ad  in  the  Global  Advantage  Network,  your  message  has  an  unrivaled  level 
jthority,  integrity  and  believability.  Because,  suddenly  you  can  reach  over  1 ,000,000  executives 
e  language  they  understand  best.  Their  own. 


your  Forbes  representative  or  Christian  Frost,  Forbes'  International  Advertising  Liaison  at 
!)  620-2423.  And  don't  forget  to  ask  for  our  Global  Advantage  media  kit. 


Global  Management.   Global  Solutions. 
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Receive  Value  Line 
for  only  $65:  $55 

An  introductory  subscription  to  The  Value  Line  Investment  Survey 

brings  you  the  2000-page  Investors  Reference  Library — Value  Line's  most 

recent  Ratings  and  Reports  on  1700  stocks  and  the  practical  guide  How  to 

Invest  in  Common  Stocks.  You  will  also  receive  analyses  of  about  130  stocks 

each  week  for  10  weeks  for^SS$55.  Available  only  once  every  three  years  to 

any  household.   SPECIAL  BONUS:  J.K.  LASSER'S  Your  Income  Tax  1995. 

You  will  also  get  the  newest  edition  of  the  #1  bestselling  tax  guide  for  58  years. 

You  get  •  all  the  latest  changes  and  pending  legislation  •  hundreds  of  practical 

examples  and  tax-saving  strategies  •  a  free  update  supplement  •  tax  forms  for 

filing  •  a  24-hour  telephone  helpline.  (Free  with  your  trial  or  annual 

subscription...  while  supplies  last.)  Your  subscription  to  Value  Line  may  be 

tax-deductible.  Consult  your  tax  advisor.  Send  check  or  money  order 

along  with  name,  address  and  zip  code  together  with  this  ad  or: 

Call  Toll-Free  1-800-833-0046 

(Ext  2903-Oept  416K13)  American  Express.  MasterCard  or  Visa  24  hours  a  day. 

7  days  a  week.  30  day  Money-Back  Guarantee  Allow  4  weeks  tor  delivery. 

NY  residents  add  sales  tax.  Foreign  rates  upon  request 


The  Value  Line  Investment  Survey® 

PO  Box  2037,  Secaucus, 
NJ  07096-2037 


Free  Trial  Issue 

Fidelity  Monitor 

Call  for  a  free  copy  and  information  about 
our  top-rated  newsletter  on  Fidelity  funds. 

(800)  397-3094 

Fidelity  Monitor  is  independent  of  Fidelity  Investments. 


BUSINESS  OPPORTUNITIES 


FINANCIAL  SERVICES 


"THE  TAX  EXILE  REPORT" 

b)  Mi     hall  Lunger 
Discover  how  you  can  become  a  suc- 
cessful legal  Ta\  Fxile.  Also,  learn 
the  secrets  of  dual  nationality  and 
escape  confiscatory  taxes. 

FREE  BROCHURE  AND 

PRIVACY  NEWSLETTER 

Scope,  Box  4943,  Fo  estside  House, 

Forestside,  PO  4  6r  !       K 

Tel: +44  705  631751  Fax:+4-t  705  631322 


SHARING 


!S  CARING 


MA3L 


For  15  years,  the  world's 
leading  source  of  information 
on  global  derivatives  and 
currency  advisors,  reporting  the 
performance  of  more  than  500 
funds  each  month. 
Managed  Account  Reports  Inc. 

220  Fifth  Ave.,  NY,  NY  10001 
Fax  (2 12)  2 13- 1870  or  call 

Lydia  Soto  at  (212)  213-6202 


Gain  Financial 
Independence  By 
Using  Inside  Secrets 
To  Help  Companies 
Get  Business  Loans 

(St.  Louis)  Every  day,  business  loans 
are  turned  down  because  borrowers 
either  didn't  approach  the  right  lender 
or  clearly  communicate  their  strengths. 

Enter  the  S&K  Group,  an  innova- 
tive CPA  firm  which  for  20  years 
has  helped  clients  fund  their  loans 
with  phenomenal  success.  S&K's 
"inside"  secrets  have  given  them  an 
almost  unfair  advantage,  attracting 
funds  for  their  clients  like  a  mag- 
net, receiving  a  substantial  fee  each 
time  they  succeed. 

The  S&K  Group  is  now  training  as- 
sociates to  offer  this  same  service  in 
their  own  market  areas  to  clients  who 
have  been  knocking  on  the  wrong 
doors — and  who  have  been  making 
their  appeals  without  adequate  clarity, 
persuasiveness,  or  professionalism. 

In  addition  to  capital  acquisition 
skills,  S&K  associates  learn  how  to 
olTer  expense  reduction  counsel.  Fo- 
cusing on  specific  overhead  areas,  as- 
sociates receive  half  of  the  first  year's 
savings  plus  half  of  all  refunds  they 
uncover.  Again,  their  fee  is  contingent 
on  results. 

With  fees  typically  ranging  from 
$  1 0,000  to  $50,000  or  more  on  a  single 
case,  just  one  client  each  month  can 
generate  a  six-figure  income.This  con- 
sultant business  requires  little  more 
than  a  personal  computer,  fax,  and 
phone.  Approximately  $12,000  is 
needed  for  start-up.  For  full  details,  call 
(800)  660-0330,  toll-free. 


SSS  900  NUMBERS  SSS 


Business  opportunity  of  the  decade! 

Low  investment,  high  income  programs! 

Potential  $10K-$50K  per  month! 

Live  Psychic,  Live  Chat,  Horoscope, 

Soap  Opera  Updates,  Sports  Scores, 
and  many  more!  Custom  programs  also 

available.  FREE  information  package! 


Call  International  Telecom  now1  1-800-865-1000 


INCORPORATE  IN  DELAWARE? 


Specialists  In  setting  up  Delaware 
Corporations.  General,  Aircraft, 
Boat  &  Shelf  Corporations. 

|[i&WKrr)!         P-0-BOX484-FB 


WHmlngton,  D€  19699 
800-321-CORP- 302-652-6532 


INCORPORATE 
BY  PHONE  OR  FAX 

800-318-7407 
FAX  302-652-6760 

CorpCo 


25 


Plus  state 
fees 


THE  TAX  HAVEN  REP 

by  Adam  Starchild 
Secure  your  life,  freedom  and 
away  from  coercion  and  high 
Over  30  Tax  Havens  discus 
detail.  Legal  for  Americans. 
Scope,  Box  2056,  Forestside  Hoi 
Rowlands  Castle,  Hants,  P09  6EE 
Tel:  44 1705  631751  Fax:  44  170 


l 


EDUCATIONAL  SERVK 


University  Deare 


Approved  Self  Paced  Home  I 
Associate  Bachelors  Masters  I 

Business  Admin,  Public  Admirf 
Care  Admin,  Human  Resources. 
International  Business,  Tech  Mc  | 
Paralegal,  Psychology,  Call  fori 
(800)  477-2254  (24  hrs  i  J 
Southern  California  Unive 
for  Professional  Studii 
1840  E.  17  St-F,  Santa  Ana,  C/ 


COLLEGE  DE< 

bachelor's  -  master's 

For  Work.  Life  and  Academic  E>\ 

Earn  your  degree' 
convenient  homH 

(800)  423-324411 
Fax:    (310)4711] 

send  detailed  resume  for  ra£<| 

Pacific  Western  UnhJ 

1210  Auahl  Start.  #104.  Honolulu.  HI 


FREE  VIDBOii 


EXTERNAL  DEGF 


V  =  ;::\ 


BA/BS  MS/MBA  PhC>  *tKS 
|  Credit  for  work/life  exp.  •  An  )(|Pq 

(800)  955-8879  (24  rr>rfSc;l 
LASALLE  UNIVERi   Ms 
|  Pert.  879  Mandevllle,  LA  70 ' 


J 


Send  for  a 


FREE 
CATALOG 


of  business  books  ft 
by  the  U.S.  Governi 


Write  to: 

Free  Business  Catalog 
U.S.  Government  Printinj 
Office  of  Marketing — Sto 
Washington,  DC  20401 
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FOREIGN  REAL  ESTATE 


VOICE  MAIL 


EXECUTIVE  GIFTS 


t-stock  commercial  bank  TVERUNIVERSALBANK  of 
sia  seeks  partners  to  complete  the  following  projects 
eal  estate  development: 

•uclion  ol  International  Business  Centers — near  Gagarin  Square  in  downtown 
iw  (total  office  space  18-22.000  sq  meters.  60%  of  the  space  reserved  for  investor) 
■ye  Cheremushki  district  of  Moscow  (18.000  sq  m;  60%  reserved  for  investor) 
notion  ol  Suburban  Hamlets — 15  km  to  the  south  of  Moscow  (17  houses)  45  km 
Inorth  of  Moscow  (75  houses). 

luction  ola  Shopping  Mall — 1 0.000  sq.  m  of  floor  space.  Yugo-Zapadnaya  (S-W) 
Station 

•INIVERSALBANK  offers  office  space  in  Moscow  and  the  suburbs;  houses  for 
)  km  to  the  south  of  Moscow  (7  houses  at  $80,000  each)  and  a  shopping  center 
sq  m  of  floor  space  near  Yugo-Zapadnaya  (S  -W)  Metro  station.  $1,000,000 
uction  to  be  completed  by  December  31.  1994)  The  Bank  provides  all  kinds  of 
ting  services,  assistance  in  acquiring  and  managing  stock  portfolios  of  privatized 
rises  in  Russia  Contacts  in  NYC  (212)  664-0977,  lax  (212)  245-4035.  in  Moscow 
'99-0322  299-46-70.299-4021 .  lai  (095)  203-7361 . 


GET  THE  MESSAGE 
-OR  ELSE! 


EXECUTIVE  GIFTS 


AUTOMOBILES 


Don't  trade  your  life  lor  a  lost  message! 
Windows- Based 

♦  Voice  Mail 

♦  Auto  —  Attendant 

♦  Fax  -  On  —  Demand 

1-800-934-4884 

TALKING  TECHNOLOGY,  INC.     1. 
Ill 


Ambassador  Lapel  Rags® 

Your  Logo  with  any  flag  mix 

•  24K  Gold-finished  •  Full  colors 

•  100%  U.S.A.  -  made 

Free  brochure:  Ambassador  Flag  Line 
Delivery:  14  business  days  Worldwide. 

TME  Co.,  Inc.  101  Bel  Air  Drive 

New  Milford,  CT  06776,  U.SA 

(BOO)  535-5355  •  Fax  (203)  354-2786 


AUDIO  BOOKS 


f 

f 


PosturEvolution  could  be 
the  solution 

PosturEvolution  helps  retrain  your 
bock  so  you  con  mointoin  good 
posture  wherever  you  sit 

•Portable 
•Rugged 
•  Supportive 
•Comport 

PosturEvolution  transforms  your 
choir  or  cor  seat  into  o  foundation 
for  proper  sitting  (all  for  a  free 
brochure 
PosturEvolution 

800.392.0363 


(NATIONAL  MARKETING 
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ovide  overseas,  office 
y  assistance  needed 
►Alter  this  Vast  Market 

*  jg  Robertson- 

<lf06  S.  Central  Ave. 
ander  City,  Al  35Q10 
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:llaneous  for  sale 


UY  DIAMONDS! 

I  or  fax  GIA  info 

Wfor  cash  offer. 
Any  quantity!- 

5 1  USE  OF  ONYX 


Greenville,  KY  42345 
MOO  or  FAX  502+338-9605 


Automotive  art  meant  to  be  driven 
....  echoes  of  '30's  French  carros- 
siers. . . .  Craftsmanship  in  design, 
metals,  wood. . . . V-8  engine  & 
modern  technology... Comfort. 
Attention  to  every  detail,  from 
$98,900.  Brochure  &  video  $20.00 

TLC  Carrossiers,  Inc.  Palm  Beach,  FL 
407-844-5411 


FRANCHISE  CONSULTING 


Franchise 

your  business! 

For  the  expert  help  you  need  to 
become  a  franchisor,  call: 
1-800-877-1103 

prnncofp 

Specialists  in  Franchise  Development        PB 


CONTACT  LENSES 


CONTACT  LENS 
REPLACEMENTS 

SAVE  UP  TO  70% 
All  Brands.  100%  guaranteed  Sealed 

Vials  No  Clubs  to  Join.  Prescription 

Required  Call  for  prices  &  free  catalog 

1-800-568-5474  ext.  5 


*bes :  Capital  ist  Tool 


p. 


CELLULAR  PHONES 


TWO  CELLULAR  PHONES 

WITH  THE  SAME  NUMBER 


Order  this  Motorola  Flip  Phone 

and  we'll  program  it  with  the 
same  number  as  your  existing 
cell  phone.  No  second  monthly 
bill!   No  second  number  to 
remember!   Your  Extension 
phone  works  everywhere. 

Only  $495 

Other  programming 
from  $200 

1-800-819-9979  Ext.  #1 
JEM  MARKETING,  LLC 
100  SpringdaJe  Road/Suite  A3- 1 1 3 
r"PRP  Cherry  Hill,  NJ  08003 


EXECUTIVE  GIFTS 


HAND  CARVED  MAHOGANY 
JET  FIGHTERS 


•  16'  to  22*  modeli  ore  hand- 
crafted from  solid  mohogorty  with 
hondpomted  morinngs  ond  details 

•  Over  160  moddi  m  stock 

•  Pnced  from  $99.50 

•  Sot  rjfocf  KX>  guoronteed 

Col  1-800-950-9944 


PACIFIC 


WMUrSlUMKIUJCEB 

•aoscutfUB 

14255  No*  TShSfrw* 


FOR  INFORMATION 

WRITE  OR  CALL: 

LINDA  L0REN 

FORBES  MARKET/ 

CLASSIFIED 

SO  Fifth  Ave  .  H  Y .  HY  10011 

(212)  620-2440 
FAX  (212)  620-2472 


BOOKS 
ON  TAPE 


■  World's  Largest  Selection  ol  Audio  Books  ^^ 

Bestsellers  ' 
on  Cassette  1 

Full-length     " 
Readings      % 

Call  for  Free  | 
Brochure       : 


(800)  626-3333 


GOLF  VACATIONS 


Hilton  Head  Island,  SC 

Where  you  stay  says  a  lot  about  where 
you  play  We  offer  tailor-made  golf 
packages  &  guaranteed  tee  times  on 
all  courses  within  30  miles  from  public 
to  semi-private  and  then  some  Play 
well  &  live  well  from  oceanfront  to 
golf-view  private  homes  and  villas. 
Enjoy  12  miles  of  Atlantic  beach, 
tennis,  shopping,  fine  dining  &  many 
other  activities  to  keep  you  entertained 
day  &  night  Call  800-476-4885  toll- 
free  in  the  US  &  Canada  for  a  free 
brochure  Fax  803-686-2650. 
Island  Getaway,  P.O.  Box  5429, 
Hilton  Head  Island,  SC  29938. 


STEEL  BUILDINGS 


Buy  Factory  Direct. 

Steel  Buildings.  All  sizes.  Ideal 

from  Back  Yard  Shops,  Airplane 

Hangars.  RV  &  Boat  Storages  to 

Large  Commercial  applications. 

Do-it-yourself  or  complete  set  up. 

20  year  warranty.  Call  for  free 

brochure.  STEELMASTER 

1-800-526-1110. 


STREETWALKER 


NOMAS  JAFFE 


I    EU 


Where  Kobe  isn't 
a  problem 

On  Jan.  16  i  >perty  and 

casualty  insun  ,  nternation- 

al  Group  hil  gh  of  105%. 

A  wick  I  I  below  100. 

What  v  i  bly  run  global 

company  nore  than  5%,  a  loss 

in  market  value  in 

trading  days:  The  main  reason, 

:e  analyst  Steven  Gavios 

ear,  Stearns,  was  investors  were 

worried  another  rate  hike  by  the  Fed 

would  hurt  AlG's  profits.  And  there 

was  concern  over  aig's  exposure  to 

the  Kobe  earthquake. 

Gavios  doesn't  think  higher  rates 
will  hurt  aig.  And  he  notes  its  Kobe 
exposure,  estimated  by  aig  at  $50 
million,  is  small.  Gavios  thinks  aig 
earned  $6.60  a  share  in  1994,  and  will 
do  $7.60  in  1995.  Look,  he  says,  for 
the  stock  to  hit  125  over  the  next  year. 

Rising  in  the  West? 

America  West  Airlines,  Inc.  (esti- 
mated 1994  sales,  $1.4  billion) 
emerged  from  bankruptcy  last  August 
with  one  of  its  industry's  lowest  cost 
structures.  Even  so,  the  Phoenix- 
based  carrier's  45  million  NYSE-listed 
shares  have  since  fallen  from  16%  to  a 
recent  6%.  At  that  price,  it  is  being 
valued  at  four  times  the  $1.55  a  share 
that  Bankers  Trust  high-yield  bond 
analyst  Brett  Levy  expects  it  to  earn 
this  year.  A  screaming  buy,  says  Levy. 

Why's  the  stock  so  low?  Because, 
Levy  replies,  stocks  of  reorganized 
companies  are  highly  volatile  at  first, 
as  creditors  often  dump  shares  they 
receive  in  any  recapitalization.  In 
America  West's  reorganization,  credi- 
tors got  60%  of  its  new  equity. 

Raymond  Neidl,  an  airline  analyst  at 


Furman  Selz,  agrees  America  West  is 
cheap.  He  says  it  has  been  unjusdy 
punished  because  of  the  fare  war  on  the 
West  Coast  between  Southwest  Air- 
lines and  United  Airlines'  new  shuttle. 
Only  about  5%  of  America  West's  ca- 
pacity, he  notes,  overlaps  with  the 
United  shuttle.  And  America  West  is  a 
fierce  competitor  with  Southwest  in  its 
Phoenix  and  Las  Vegas  hubs. 

Thanks  to  sharp  cost-cutting  begun 
during  the  Chapter  1 1  stay,  America 
West's  costs  per  available  seat  mile 
were  only  about  7  cents  through  the 
third  quarter  of  last  year — around  the 
same  as  no -frills  Southwest  and  less 
than  an  estimated  7.5  cents  or  so  per 
mile  for  the  United  shuttle.  Out  of 
bankruptcy,  it  has  one  of  its  industry's 
cleanest  balance  sheets,  with  $5.20  a 
share  of  cash  in  the  till.  Layoffs  and 
further  cutting  announced  in  January 
should  slash  another  $40  million  a 
year  from  operating  expenses  starting 
in  1996. 

Bankers  Trust's  Levy  expects  Amer- 
ica West  stock  to  more  than  double 
over  the  next  year,  to  1 5 .  -Riva  Atlas 

Banking  gets  a  break 

On  Jan.  31  the  Federal  Deposit  Insur- 
ance Corp.'s  board  will  meet  to  decide 
when  and  how  much  to  slash  its  premi- 
ums. Michael  Mayo,  a  regional  bank 
analyst  at  Lehman  Brothers,  thinks  a 
major  reduction  is  near  certain,  bene- 
fiting most  banks'  earnings. 

Digging  deep  into  U.S.  banking 
history,  Mayo  notes  that  from  1935 
to  1949  deposit  insurance  premiums 
were  about  8  cents  per  $  1 00  of  depos- 
its. Over  the  next  30  years  they 
dropped  to  3  or  4  cents,  then  rose 
during  the  1980s  to  around  8  cents. 
Then,  in  the  turbulent  early  1990s, 


America  West  jet 
Will  former 
creditors  regret 
dumping  its 
shares? 
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premiums  took  a  big  jump,  to^ 
cents  per  $100. 

But  the  crisis  is  over,  and  the  F  I, 
has  replenished  its  fund.  Mayo  0, 
pects  the  premium  v/ill  be  cut  b  ,,. 
from  24  cents  to  8  cents.  He  ca 
lates  this  will  add  around  5%  t  fV( 
typical  bank's  sustainable  earning.  U 

The    prospect   of  low   premii 
makes  a  stronger  case  for  three 
gionals   Mayo   recommends:    G 
States  Financial  (recent  NYSE  pn. ,( 
26V8),    Mellon    Bank    (34%), 
NationsBank    (45y2).    He    proj' 
CoreStates'  1995  earnings  at  $3 
share;  for  Mellon  and  NationsB ..;  ,n 
$4.45  and  $6.80,  respectively. 

panic 

Super  regional 

Speaking  of  regional  banks,  I  • 
Witter  Reynolds  analyst  Anthonys 
vis  is  pushing  Minneapolis-based  L 
Bank  System,  Inc.,  recently  traj  |t 
on  the  NYSE  price  at  35%. 

Davis  follows  25  regionals  and 
$36  billion  (estimated  1995  assets  ,  ;i 
is  one  of  the  least  vulnerable  to  hii  ' 
interest   rates.   Among   the   reaa 
strong  growth  of  its  credit  card 
ness,  where  margins  are  high;  a  rd  j. 
tion   of  lower- margined   mortgg    > 
moderate  use  of  purchased  fundi  i  yn 

Davis  says  fbs  is  an  industry  H 
in  applying  overhead-cutting 
nology  to  banking.  Around  60% < 
its  retail  loans  (home  equity  II 
personal  loans  and  credit  cardd 
example)  are  generated  via  teld 
keting  and  direct  mail.  FBS  ranks ;  ^ 
among  U.S.  banks  in  automated 
machines;  by  the  end  of  this  year: 
almost  double  its  number  of  AT] 

FBS  just  acquired  $8  billion  (aj  ffl 
Metropolitan  Financial  Corp..  ^ 
based  in  Minneapolis,  fbs  paid  ;tj|  ,. 
about  22  million  newly  issued  s^  ^  cji 
Davis  expects  the  deal  to  add  10'  j  q 
a  share  to  1995  earnings,  whii  ^(l 
projects  at  $4.05,  up  15%  from  ne? 
He  thinks  the  stock  will  hit  41  a,, 
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nearly  25%,  over  the  next  12  m<  .^ 


Making  crime  pay 

Sensormatic  Electronics  ( 
the  $656  million  (sales)  mal 
electronic  surveillance  system: 
paid  some  3.1  million  newly 
shares  for  the  overseas  busine: 
competitor,  Knogo  Corp.  Th< 
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Ji  about  SI 00  million  at  Scnsor- 

c's  current  stock  price,  gives  the 

rfield  Beach,  Fla. -based  firm  over 

of  the  growing  European  market 

urveillance  devices  used  by  retail - 

o  prevent  shoplifting. 

you  want  a  company  with  a  solid 

rd  in  a  growing  business,  Sensor- 

c  fits  the  bill.  Over  the  last  four 

;  earnings  almost  tripled,  to  S72 

on  (SI.  16  a  share)  in  fiscal  1994, 

:d  last  June.  Even  on  the  expand- 

ase  of  common  stock  (there  are 

nearly  71  million  shares),  it  will 

ably  earn  SI. 42  a  share  in  fiscal 

j,  and  SI  .75  the  following  year. 

tablished  20%-plus-a-year  growth 

sanies  don't  come  cheap.  At  its 

it  NYSE  price  of  3 1  Vs,  Sensorma- 

ades  at  18  times  estimated  fiscal 

i  earnings,  and  at  2Vi  times  this 

s  projected  sales.  If  the  market 

ms,  so,  too,  will  Sensormatic. 

it  consider  this:  In  the  past  Sen- 

atic  has  typically  sold  for  over  20 

;  anticipated  earnings,  and  is  cur- 

y  21%  below  its  52 -week  high. 

paver,  it  is  priced  well  below  a 

hg  competitor  in  antitheft  elec- 

1c  tags:  SI 20  million  (estimated 

\  sales)  Checkpoint  Systems.  At 

a  share  on  the  NYSE,  it's  at  a  52- 

high  and  selling  for  29  times 

ted   earnings.    In    a   pullback, 

kpoint  would  probably  get  clob- 

1  worse  than  Sensormatic. 

-Richard  Phalon 


takeover  that  wasn't 

summer  Quaker  Oats  stock  trad- 
fctween  the  low  70s  and  80s  on 
ver  rumors.  But  Duff  &  Phelps 
analyst  Ellen  Baras  pooh-poohed 
umors  and  warned  that  Quaker 
1  fall  into  the  60s  (Aug.  29, 1994). 

§od  call.  Instead  of  being  ac- 
d,  Quaker  acquired  Snapple 
"age  for  $1.7  billion  in  Decem- 
The  generous  price  helped  drive 
ock  to  a  shade  under  60. 

i  t  the  rumor  mill  works  overtime. 
id-January  cable  TV  market  tout 
Dorfman  reported  Coca-Cola  was 
Quaker.  That  sent  the  stock, 
split  2-for-l  in  December,  to 
(72'/4  on  the  old  stock).  When 

i  denied  it,  Quaker  fell  to  ZZVa. 
as,   meanwhile,   still   discounts 
keovcr  talk  and  thinks  the  stock 
ly  valued  in  the  low  30s.         ■■ 
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choice  when 

every  word  is 

worthy  of  note 


Built  for  business  professionals, 
this  voice -activated  microcassette 
starts  recording  at  the  sound  of 
speech  and  stops  automatically — 
eliminating  tape  "gaps'"  and  saving 
batteries  and  playback  time.  Auto- 
level  maintains  consistent  volume 
when  taping.  Two  speeds — it  can 
record  up  to  three  hours  on  a  90- 
minute  tape.  To  order,  or  for  the 
location  of  a  store  near  you,  call: 

l-800-THE-SHACKSM 


Radio  /haek 

You've  got  questions.   We've  got  answers.3 


Prices  apply  at  participating  Radio  Shack  stores  and  dealers.  Items  not  available  at  a  participating  store  can  be  special-ordered  (subject  to  availability 
at  the  advertised  price  A  participating  store  will  offer  a  comparable  value  if  the  product  is  sold  out  Independent  Radio  Shack  dealers  and  franchisees 
may  not  be  participating  in  this  ad  or  stock  or  special-order  every  item  advertised  Copies  of  applicable  warranties  are  available  upon  request  at  stores 
for  inspection  before  sale  or  by  writing  Customer  Relations,  1400  One  Tandy  Center.  Fort  Worth.  TX  76102 


As  the  world  becomes  smaller, 
Area  Development  Guide  helps  your 
business  community  become  larger. 
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For  Details:  Call 

Fax  (212)  620-2472 


Loren,  (212)  620-2440 


UR  OWN  RANCH 
mm  COLORADO  ROCKIES 


i 


Forbes  Wagon  Creek  Ranch  is  offering  minimum  40  acre  ranches  starting  at  as  little  as  $25,000. 
Wesprovide  full  financing  and  buyer  protection.  If  you've  ever  dreamed  of  owning  your  own  pi' 
the  Rockies,  now  is  the  time  to  act.  This  property  can  provide  you  with  a  perfect  base  for  vaa 
cros^jwuQtry  skiing,  hunting,  camping  and  a  host  of  other  outdoor  sports  and  family  fun.   For 

inforr^j^.  without  obligation. 

Call  1-800-FORBES-5.    Outside  the  U.S.  (719)  379-3263. 
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more  things  change  . . ." 
years  ago  in  Forbes 

vi  the  issue  of  Feb  15,  1925i 
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adding  the  overseeing  of  aviation  to 

the  duties  already  overburdening  the 
Interstate  Commerce  Commission." 


Auto  pioneers 
W.C.  Durant  (left) 
and  J.  Dallas 
Dort,  pictured  in 
a  New  York 
beanery 
near  the 
National  Auto 
Show  in  1925. 


ducation  advances,  human  be- 
jecome  more  and  more  opposed 
nferring  upon  others  power  to 

freedom  of  action.  Among 
ican  citizens  is  a  rising  tide  of 

against  the  further  multiplica- 
)f  laws  and  regulations  and  re- 
ons  imposed  by  Washington  or 
te  bodies." 

fee  from  Brazil,  rubber  goods, 
tropical  fruits  and  woods,  sug- 
achinery,  crockery,  paper  and 
ng  can  now  come  in  from  the 
rough  [the]  Panama  [Canal]  by 
estern  ports  of  the  Pacific  and 
nd  east  as  far  as  the  100th  me- 
[ through  Nebraska]  cheaper 
hey  can  come  straight  west  half- 
:ross  the  continent  by  rail." 

ears  ago 

the  issue  of  Feb  15, 1935) 
i  converters  and  makers  of  knit- 
sedles  are  riding  high  on  a  craze 
me  knitting — a  craze  which  al- 
has  given  them  the  biggest 
they  ever  had,  and  one  which 
iues  to  swell  as  each  week  passes, 
ight,  hundreds  of  tiny  knitting- 
irn  shops  are  springing  up." 

Federal  Aviation  Commission, 
xhaustive,  conscientious  inves- 
>n  and  study,  recommended,  in 
isible  report,  that  the  govern- 
et  up  a  special  commission  to 
tc  this  rapidly  growing  indus- 

President  Roosevelt,  for  some 
icable  reason,  has  vetoed  the 

of  his  counsellors.  He  favors 

■February  13,  1995 


"A  big  Chicago  department  store 
has  become  a  special  agency  for  Nash 
cars,  which  recalls  the  fact  that  in  the 
early  days  of  the  industry  many  de- 
partment stores — including  John 
Wanamaker — operated  as  direct  deal- 
ers for  car  manufacturers." 
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years  ago 


(From  the  issue  oh  Feb  15,  1945) 
"A  subcommittee  .  .  .  has  been  ap- 
pointed by  the  House  Naval  Commit- 
tee to  study  which  of  the  Japanese 
mandated  islands  are  needed  by  the 
U.S.  for  its  own  outer  defense." 

"Thanks  largely  to  the  bang-up  trans- 
portation job  being  done  by  America's 
railroads,  eastern  and  midwestern  fuel 
oil  stocks — though  none  too  ample — 
should  be  sufficient  to  pull  the  nation 
through  the  winter.  .  . ." 

"Paralleling  the  development  of 
the  modern  drug  and  cigar  store, 
gasoline  service  stations  after  the 
war  may  emerge  as  roadside  shop- 
ping centers,  handling  a  wide  variety' 
of  products.  .  .  ." 

25  years  ago 

(From  the  issue  of  Feb  15,  1970) 
"Chicago  merger  specialist  W.T. 
Grimm  &  Co.  has  detected,  in  its 
annual  merger  survey,  a  sharp  rise  in 
incentive-type  consolidations  during 
1969.  There  were  728  incentive 
payouts,  or  12%  of  all  mergers  last 
year,  up  from  305  (7%)  in  1968.  In 
this  kind  of  merger,  the  purchase  price 
is  based  partly  on  the  future  profits." 


"The  number  of  U.S.  trucking  com- 
panies is  headed  rapidly  downhill,  a 
recent  transportation  seminar  heard 
from  Dr.  L.L.  Waters,  transportation 
and  business  history  professor  at  the 
University  of  Indiana.  Instead  of 
25,000  at  the  end  of  World  War  II, 
fewer  than  14,000  trucking  firms  re- 
mained in  1969,  and  Waters  predicts 
they  will  diminish  by  almost  half  again 
within  ten  years." 

10  years  ago 

(From  the  issue  of  Feb.  11,  1985) 
"The  failure  of  the  U.S.  nuclear  pow- 
er program  ranks  as  the  largest  mana- 
gerial disaster  in  business  history,  a 
disaster  on  a  monumental  scale.  The 
utility  industry  has  already  invested 
S 1 25  billion  in  nuclear  power,  with  an 
additional  S140  billion  to  come  be- 
fore the  decade  is  out,  and  only  the 
blind,  or  the  biased,  can  now  think 
that  most  of  the  money  has  been  well 
spent." 

"Gerald  Mitchell,  chairman  of  Dana 
Corp.,  can't  tolerate  bureaucracy.  The 
big  manufacturer  of  auto  and  truck 
parts  had  record  revenues  last  year  of 
about  $3.6  billion,  but  Mitchell's  cor- 
porate staff  in  Dana's  Toledo,  Ohio 
headquarters  numbers  only  85.  In 
December  Mitchell  demonstrated 
something  else  he  can  do  without — 
investment  bankers.  That's  when 
Dana  agreed  to  acquire  Illinois-based 
Warner  Electric  Brake  &  Clutch  Co. 
for  $157.5  million.  Mitchell  and  his 
staff  negotiated  the  deal  themselves. 
Mitchell  figures  he  saved  SI  million  in 
fees  that  way.  'We  can  always  use 
$1  million,'  he  says."  iB 
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Dana  Corp.  Chairman  Gerald  Mitchell 
proved  lean  could  be  very  profitable. 
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NOUGHTS  ON  THE  BUSINESS  OF  LIFE 


Crime  in  the  city  streets 
is  more  than  a  political 
issue.  It's  a  too  rampant 
fact.  .  .  .  In  Indianapolis 
they  have  come  up  with  a 
most  sensible,  affordable 
approach  to  the  problem. 
Policemen  are  assigned 
their  police  patrol  cars 
for  personal  use  after 
hours.  They  are  encour- 
aged to  use  the  police 
car  while  taking  the 
family  shopping,  to  the  mov- 
ies, and  everywhere  one 
takes  one's  family.  "As  a 
result, "  says  the  Police 
Chiefs  assistant,  c'we  may 
have  as  many  as  400  cars 
on  the  street  instead  of 
100  or  so  per  shift. "  [And] 
the  presence  of  the 
police  car  obviously  indi- 
cates the  proximity  of 
policemen. 

-Malcolm  Forbes 


A  Text.  .  . 

If  a  man  say,  I  love 
God,  and  hateth  his 
brother,  he  is  a  liar; 
for  he  that  loveth 
not  his  brother 
whom  he  has  seen, 
how  can  he  love 
God  whom  he  hath 
not  seen? 
-I  John  4:20 


Sent  in  by  Dr.  Alvin  E.  Houser, 

Fort  Worth,  Tex. 

What's  your  favorite  text? 

The  Forbes  Scrapbook 

of  Thoughts  on  the  Business 

of  Life  is  presented  to  senders 

of,  texts  used. 


We  despise  all  reverences 
and  all  objects  of  reverence 
which  are  outside  the  pale 
of  our  list  of  sacred 
things.  And  yet,  with 
strange  inconsistency,  we 
are  shocked  when  other 
people  despise  and  defile 
the  things  that  are  holy 
to  us. 
-Mark  Twain 

Ability  has  nothing  to 
do  with  opportunity. 

-Napoleon 

Take  care  to  make  things 
turn  out  well.  Some  people 
scruple  more  over  pointing 
things  in  the  right 
direction  than  over  suc- 
cessfully reaching  their 
goals.  The  disgrace  of 
failure  outweighs  the 
diligence  they  showed. 
A  winner  is  never  asked 
for  explanations. 
-Bai.tasar  Grecian 


The  cause  of  that  stunning 
1994  election  reversing 
Congressional  parties' 
power?  Why,  of  course — 
the  gripes  of  wrath! 
-Fred  Hillegas 

Everything  in  the  world 
may  be  endured  except 
continuing  prosperity. 
-Goethe 

A  golf  course  is  the  epitome 
of  all  that  is  purely 
transitory  in  the  universe, 
a  space  not  to  dwell  in, 
but  to  get  over  as  quickly 
as  possible. 
-Jean  Girvjdoux 

More  people  would 
learn  fr<  >m  rheir 
mistakes  ;f  >hey 
weren't  so  busy  denying 
that  they  made  them. 
-Anonymous 
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Old  men  are  always  advising 
young  men  to  save  money. 
That  is  bad  advice.  Don't 
save  every  nickel.  Invest  in 
yourself.  I  never  saved  a 
dollar  until  I  was  forty 
years  old. 
-Henry  Ford 

None  are  homely  who  smile. 
-Robert  Half 

A  fellow  doesn't  last  long 
on  what  he  has  done.  He 
has  to  keep  on  delivering. 
-Carl  Hubbell 


More  than  9,000  "Thoughts,"  indexed  by  author  and 
subject,  are  available  in  a  three-volume  boxed  set  at 
$69.50  ($27.50  per  volume  if  purchased  separate- 
ly). Also  available,  a  one-volume  edition  of  over  3,000 
"Thoughts."  Price:  $27.50.  Send  check  and  order  to 
Forbes  Books,  P.O.  Box  11234,  Des  Moines,  IA 
50340.  Add  sales  tax  on  orders  in  New  York  State 
and  other  states  where  applicable.  For  faster  service 
call  1-800-234-4553  and  charge  to  your  credit  card. 


A  good  architect  can  improve 
the  looks  of  an  old  house 
merely  by  discussing  the  cost 
of  a  new  one. 

-Anonymous 

I've  learned  that  if  your 
teenager  doesn't  think 
you're  a  real  embarrassment 
and  a  hard-nosed  bore,  you're 
probably  not  doing  your  job. 
-44-year-old's  discovery 

The  art  of  being  wise  is 
The  art  of  knowing  what 
to  overlook. 

-William  James 

Listen  to  everything  a  man 
has  to  say  about  what  he 
knows,  but  don't  let  him 
advise  you  about  what  he 
doesn't  know.  And  usually  he 
doesn't  know  too  much  about 
what's  best  for  you. 
-Barney  Balaban 

Forbes  ■  February  13 
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CASH   MANAGEMENT 
AROUND  THE  CLOCK, 
AROUND  THE  WORLD 


YOU  WANT 

UP-TO-THE-MINUTE 

INFORMATION, 

DOWN  TO  THE  LAST  DETAIL. 
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YOU  WANT  A  BANK  THAT 

DOES  MORE  THAN 

MEET  YOUR  EXPECTATIONS. 
YOU  WANT  A  BANK  THAT 

EXCEEDS  THEM. 


Citibank  combines  technological  inno- 
vation and  professional  expertise  to  create 
solutions  based  on  your  company's  unique 
cash  management  needs.  In  94  countries, 
no  other  bank  can  maximize  your  money's 
productivity  like  Citibank  can. 


CITIBANK 


Here 


It  IS 


I  Absolutely  everything  you  need  for  your  next  big  meeting. 


In-Room 
Long 
Distance 
Service 


K 


Tke  V\4stin 

Hotel, 
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Boston 
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Hotel 
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Canal  Jrlace 
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■   teleconferencing]    Pick  up  any  telephone  in  The  Westin  and  you  can  simulta- 

drconverse  with  people  in  up  to  15  different  locations  around  the  world.  Which  means  you 

fen  have  to  leave  your  room  to  conduct  your  next  big  meeting,  much  less  turn  off  the  TV 

/  nu>  to  offer  A  TeJT  In-room  Long  Distance  Service  for  your  A  TeJT  Calling  Card,  A  TeJT 

%  I  Card  and  operator-assisted  calls:  for  reservation*)  call  your  travel  consultant  or  (800)  228-3000.        along  the  way.- 


Westin 

Hotels  &.  Resorts® 


!  SEATS  ARE  STILL  AVAILABI 
FOR  THE  SPORTING  EVENT 
OF  THE  YEAR. 
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INTRODUCING 

THE  NEW  FORD 

TAURUS  SE 

It's  the  Taurus  with  a  decidedly  sporty 
edge.  Taurus  SE's  cast  aluminum  wheels, 
new  clear  lens  headlamps  and  available 
spoiler  make  a  serious  statement  of  style. 
Inside,  the  SE  has  a  long  list  of  driver- 
friendly  touches.  Even  air  conditioning 
comes  standard.  And,  of  course,  Taurus  SE 
also  gives  you  the  added  safety  of  standard 
dual  air  bags  to  supplement  safety  belts 
for  the  front  passenger  as  well  as  the 
driver,  and  available  anti-lock  brakes. 

But  the  SE's  news  doesn't  end  there. 
There's  a  refined  powertrain  that  delivers 
an  especially  smooth  performance  from 
the  computer-controlled  V-6  engine. 
And  when  it  comes  to  value,  Taurus 
performs  equally  as  well,  as  a  better 
value  than  its  leading  competition! 

FORD'S  ROADSIDE  ASSISTANCE." 
Help  is  only  a  toll-free  call  away  if  you 

should  have  a  flat  tire,  get  locked  out 

or  simply  run  out  of  gas. 
The  new  Taurus  SE.  Sit  back,  relax  and 

enjoy  the  sporting  event  of  the  season. 

FORD  TAURUS 

AMERICA'S  BEST-SELLING  CAR. 

AGAIN. 


HAVE  YOU  DRIVEN 
A  FORD  LATELY? 
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The  Testing  Of  Gerald  Levin         88 

By  Robert  Lenzner  and  Esther  Wachs  Book 
Gerald  Levin  has  a  blueprint  for 
Time  Warner  in  the  electronic  age. 
Will  the  people  with  the  stock  and 
the  money  give  him  time  to  try  it? 

Can  Royal  Dutch  Keep 

Those  Dividends  Climbing?  62 

By  James  R.  Norman 

The  oil  giant  is  flush  with  cash  and 

assets.  But  its  profitability  is  sagging. 

Babies  As  Status  Symbols  78 

By  Lisa  Gubernick  and  Maria  Matzer 
They're  the  BMWs  of  the  Nineties, 
and  adoring  parents  and  grandparents 
spend  $23  billion  on  them  a  year.  A 
look  at  an  astounding  growth  market. 


To  get  a  higher  return  on 
investment:  "Concentrat 
on  the  things  you  are  gooi 
62 


An  outsider  who  is  protect- 
ed by  the  establishment. 
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How  Harry  Quadracci  Borrowed 
His  Way  To  Success  1 12 

By  Phyllis  Berman 

Harry  Quadracci's  big  on  that 
touchy-feely  New  Age  management 
stuff,  but  beneath  the  flamboyant 
exterior  is  one  smart  financial  mind. 

Are  Hedge  Funds  For  Your  159 

By  Shelby  White 

Advice,  some  of  it  from  bitter 

experience,  about  how  to  pick  one. 
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Take  That,  Doonesbury!  49 

By  Dana  Wechsler  Linden 
A  curmudgeon  named  Mallard 
Fillmore  is  the  star  of  the  hottest 
new  comic  strip  in  years. 

Walt  Disney  Co.  50 

By  Lisa  Gubernick 

Its  hot  stock  may  force  Michael 

Eisner  to  make  a  major  acquisition. 

Houston  Industries  52 

By  Christopher  Palmeri 
While  some  utility  executives 
embrace  competition,  Houston 
Industries'  Don  Jordan  fights  it 
tooth  and  nail. 


Banc  One 

By  Marcia  Berss 

Banc  One's  strategists  thought  the 
could  pay  almost  any  price  for  a  ba 
and  still  make  good  money.  Until 
they  hit  the  Chicago  market. 

Catalog  Merchants 

By  Howard  Rudnitsky 

Why  this  highly  competitive  busi- 
ness is  suffering  from  growing  paiiflie 
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Up  &  Comers: 
Brandon  Systems 

By  Fleming  Meeks 

How  one  entrepreneur  is  dealing 

with  the  thorny  issue  of  successioi 

Also:  Coastal  Healthcare  Group 
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Starting  Tour  Own  Business: 
Heads  Up  Technologies 

By  R.  Lee  Sullivan 

Learning  the  hard  way  about  not 

counting  your  chickens  too  quick 

Tomkins 

By  Peter  Fuhrman 

Gregory  Hutchings  was  one  hell  < 
pupil  when  it  came  to  learning  th< 
of  buying  and  fixing  sagging  firm 

Faces  Behind  The  Figures 

Deborah  Coleman,  Merix  Corp.; 
Vern  Raburn,  Paul  Allen  Group; 
Thierry  Soursac,  RPR  Gencell. 


In  For 
lit  For 
'ilStt 
itol 
■Earn 


Forbes  ■  February  27,  '.  I  i%| 


"Hire. . .  the  people  who 
look  at  their  shoes  when 
they're  applying  for  a  job." 


"Thanks  for  the  spoon!" 
Our  consumer  society  ne- 
glects no  potential  markets. 
This  one  is  no  exception. 
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"People  fantasize  that  buying  a  piano 
will  give  them  some  Victorian  ideal  of  life, 
with  the  family  gathered  around." 
^MH   138 
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le  Funds: 

it  Swingers  Only  150 

Jason  Zweig 
liipe  SI. 6  billion  Kaufrnann  Fund  is 
ollen  with  new  money  attracted 
extraordinary  performance, 
e  point  out  the  risks. 

atistical  Spotlight: 

Bet  On  Balladur  152 

Gustavo  Lombo 

ench  stocks  have  been  weak 

r  the  past  two  years. 

this  about  to  change? 

le  Forbes  Index  42 

le  Forbes/Barra 
%  all  Street  Review  147 

.rbes/EBES  Report 
n  Earnings  Forecasts  148 

(reetwalker  162 

aeynex;  Watkins- Johnson;  Rawlings 
•n'orting  Goods;  IBP;  update. 


lventure  Marketing 

Randall  Lane 

iced  out  of  sponsoring 
e  Olympics?  Have  we  got 
.led  dog  for  you. 


j'rbes  ■  February  27,  1995 


118 


COMPUTERS/COMMUNICATIONS 
INTERACTIVE  MEDIA 


The  Twain  Shall  Meet  68 
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All  over  the  world,  Microsoft1  Office  is 
helping  drive  businesses  forward  by  mak- 
ing it  easier  for  anyone  to  get  their  job 
done,  no  matter  what  that  job  might  be. 

By  seamlessly  bringing  together  top 
applications  like  Microsoft  Excel,  Word 
and  PowerPoint;  to  name  a  few,  Office 
gives  people  the  ability  to  find  the  best, 
most  productive  way  to  work. 

For  instance,  our  lntelliSense~  technol- 
ogy can  walk  even  a  novice  user  through 
formerly  complex  tasks,  like  creating  a 
new  chart  or  graph,  with  one  of  our 
Wizards-helpful  step-by-step  guides  that 
actually  complete  the  job  for  you. 


No  wonder  Office  is  the  world's  best- 
selling  family  of  business  software.  Use 
it  alone  or  combine  it  with  the  networking 
and  information  management  tools  in 
Microsoft  BackOffice  to  give  everyone  in 
your  organization  the  power  to  contribute. 
The  power  to  share  information  and  ideas. 
The  power  to  move  your  business  forward. 

See  where  it  takes  them.  See  where  it 
takes  us  all. 

For  more  information  about  Office  call  1-800-881-9394,  dept.  ENT. 
©  1995  Microsoft  Corporation.  All  rights  reserved.  Microsoft  Office 
Professional,  shown  here,  includes  Microsoft  Excel,  Word,  PowerPoint 
presentation  graphics  program,  Microsoft  Access  and  a  workstation 
license  for  Microsoft  Mail  (server  and  software  must  be  acquired 
separately).  Microsoft  and  PowerPoint  are  registered  trademarks 
and  "Where  do  you  want  to  go  today?"  and  IntelliSense  are  trade- 
marks of  Microsoft  Corporation. 


I 


Microsoft 


WHERE    DO   YOU    WANT   TO    CO   TODAY? 


-JST'.*! 


SIDE  LINES 


Forbes 


■■■    Editor 

S  VV.  MICHAEl  S 
MM    Managing  Editor 

I  AWRENCF.  MINARD 
■ai    Executive  Editor 

Will  [AM  BAJ  DWIN 
Assistant  Managing  Editors: 
Howard  Banks,  lean  A  Briggs, 
Subrata  N.  Chakravarty,  Stewart  Pinkerton 
Art  and  Design  Director:  Everett  Halvorsen 
Senior  Editors:  Phyllis  Berman,  Peter  Brimclou , 
William  G.  Flanagan,  Join  Flint,  Betty  Franklin,  Lisa  Cubernick, 
Thomas  lalle,  Steve  Kichen,  Robert  Lenzner,  Joshua  Levine, 
Dana  Wechsler  Linden,  Marlene  Mandel,  Fleming  Meeks, 
James  R.  Norman,  Howard  Rudnitsky,  Laura  Saunders, 
Matthew  Schifrin,  Harold  Seneker,  Merrill  Vaughn,  Jason  Zweig 
Contributing  Editors:  Norm  Alster,  George  Gilder, 
Richard  C.  Morais,  Richard  Phalon, 
Dero  A.  Saunders,  Jeffrey  Young 
Associate  Editors:  Dolores  Aksel,  Christie  Brown, 
David  C.  Churbuck,  John  R.  Hayes,  Rita  Koselka, 
Dolores  A.  Lataniorjs,  Dyan  Maehan,  Suzanne  Oliver, 
Philip  1    Ross,  Leslie  Spencer,  Katarzyna  Wandycz 
Staff  Writers:  Graham  Button,  Amy  Feldman,  Carolyn  T.  Geer, 
Man  Beth  tinner,  Frie  S.  Hardy,  Nikhil  Hutheesing, 
Paul  Klcbnikov,  Randall  Lane,  Brigid  McMenamin, 
Zina  Moukheiber,  Nancy  Rotenier,  Neil  Weinberg 
Reporters:  Michael  Schuman,  Deputy  Chief;  Alexandra  Alger, 
Riva  Atlas,  Marc  E.  Babej,  Marc  Ballon,  Kyle  T.  Blood, 
Kate  Bohncr  Lewis,  James  M.  Clash,  Vicki  Contavespi, 
Justin  Doebele,  Kerry  A.  Dolan,  David  S.  Fondiller, 
Toddi  Gutner  Block,  William  Heuslein,  Stephen  S.  Johnson, 
Robert  La  Franco,  Philippe  Mao,  Ann  Marsh,  Maria  Matzer, 
Josh  McHugh,  Michael  Noer,  Juliette  Rossant,  James  Samuelson, 
Lisa  Sanders,  Maura  Smith,  Esther  Wachs  Book,  Frank  Wolfe 
Washington  Bureau:  Janet  Novack,  Cristina  von  Zeppelin 
West  Coast:  Damon  Darlin,  Manager; 
Nina  Munk,  Seth  Lubove 

Midwest:  Gary  Samuels,  Manager;  Marcia  Berss 
Southwest:  Christopher  Palmeri,  Manager; 
Toni  Mack,  R.  Lee  Sullivan 
Southeast:  Matt  Walsh,  Manager 
Europe:  Peter  Fuhrman,  Manager 
Pacific:  Andrew-  Tanzer,  Manager  ( Hong  Kong); 
Gale  Fisenstodt,  Manager;  Kazumi  Miyazawa  (Tokyo) 
Columnists:  Laszlo  Binnyi  Jr.,  David  Dreman, 
Kenneth  L.  Fisher,  Joseph  R.  Garber,  Michael  Gianturco, 
David  P.  Goldman,  Steve  H.  Hanke,  Peter  Huber,  Mark  Hulbert, 
Andrew-  J.  Kessler,  Steven  E.  Landsburg,  Richard  A.  Shaffer, 
A.  Gary  Shilling,  Thomas  Sowell 
Art  Department:  Roger  Zapke,  Deputy  .Art  Director; 
Ronda  Kass,  Robert  Mansfield,  Andrew-  Christie, 
Associate  Art  Directors;  Steven  Ramos,  Statistical  Associate; 
Alexandra  Gregson,  Meredith  Nicholson,  Catherine  Bellanca, 
Photo  Editors;  Regina  Flanagan,  Picture  Research; 
Robin  Regensburg,  Traffic 

Statistics:  Donald  E.  Popp,  Editor;  Ann  C.  Anderson,  Senior 
Editor;  Scott  DeCarlo,  Tina  Russo  McCjrthv,  Susan  Wong, 
Associate  Editors;  Mitchel  Rand,  Senior  Programmer;  John 
Chamberlain, Alexandr  Kaganovich,  Programmers;  John  H.Christy 
Ira  Collings,  Eileen  Henderson,  Gustavo  Lombo,  Shlomo  Z. 
Reifman,  Robert  J.  Sherwood,  Susan  Yu,  Brian  Zajac,  Researchers 
Copy  Desk:  John  D'Antonio,  Deborah  Markson-Katz, 
Hugo  Moreno,  Gilda  Roberts,  lames  Shaheen;  Karl  Shmavonian 
Proofreaders:  Arthur  Abrami  iv  i  /,  Chief; 
David  J.  Fleischmann,  Deputy;  Sus.m  R.  Goldberg, 
James  Neu,  Aurora  Northland,  1  ve  Sorel 
Director  of  Information  Services:  \nne  P.  Mint/ 
Information  Center:  Cynthia  Crystal  Clarita  Jones, 
Naomi  Prall,  Irene  Richards,  I  inda  Sti  isoi  ,  Velma  Van  Voris, 
Information  Specialists;  Luis  Collazo  I:  ..  Jaculine  Daniel, 
Michael  DeVonish,  Queenie  Flake,  Robert  ifacoub,  Staff 
Director  of  Manufacturing  and  Production:  John  J.  Romeo; 
Robert  M.  Rosengarten,  Edward  B.  Morgan,  Petei  I    Pallans; 
Donald  Althoff,  Peter  Althoff,  Alan  Biederman,  Joseph  DeGray, 
Linda  Byron  Glucksman,  Amjad  N.  Qureshi 
Director  of  Photocomposition:  James  Cianelli; 
Mark  Decker,  Richard  Nobile,  Plena  Lope/,  Bill  Basham; 
Paul  Caruso,  Carmen  Kasem,  James  Shank) 
Director  of  Editorial  Information:  Raymond  F.  I  [ealey  Jr. 
^    FOUNDED  IN  1917 
B.C.  FORBES,  Editor-in-Chief  (  1917-1954) 
MALCOLMS.  FORBES,  Editor-in-Chief  (1954  1990) 

■M    PAID  CIRCULATION  OVER  765,000 

Printed  in  U.S.A. 


A  strange  coincidence? 

If  we  do  no  OTHER  GOOD  DEED  this  year,  we'll  still  be  pretty  proud 
of  this  one:  Thanks  to  a  story  in  Forbes,  more  than  500  people  will 
soon  go  baek  to  work  in  the  depressed  western  Pennsylvania  steel 
town  of  Sharon,  Pa.  Here's  how  it  happened: 

We  delight  in  identifying  up-and-eoming  entrepreneurs.  More 
than  ten  years  ago  (June  4,  1984)  we  wrote  about  an  MIT  graduate  of 
Indian  descent  who  was  fast  becoming  one  of  Britain's  most 
successful  businessmen.  His  name:  Swraj  Paul.  His  company:  Caparo 
Group  Ltd.  Paul  had  done  a  remarkable  job  of  nursing  rundown 
metal -fabricating  businesses  to  profitability.  We  got  to  know  Paul 

and  kept  in  touch,  and  a  couple  of  years  back  he      

told  us  he  was  expanding  his  corporate  reach  to 
the  U.S.  He  had  acquired  a  slow-growing  divi- 
sion of  National  Intergroup  in  Chesterfield, 
Mo.  and  made  it  the  nucleus  for  a  thriving 
operation  (Dec.  20,  1993).  There's  no  such 
thing  as  a  bad  business,  Paul  said  at  the  time;  just 
poorly  run  ones. 

Meanwhile,  Sharon,  Pa.  (pop.  17,533)  was  in 
bad  shape.  Sharon  Steel,  the  town's  mainstay, 
had  been  closed  since  November  1992,  four 
years  after  being  looted  by  the  notorious  Victor 
Posner.  The  town  was  having  no  luck  getting 
the  plant  reopened.  Neither  was  the  Pennsylva- 
nia Power  Co.,  which  had  lost  its  biggest  single  customer  when  the  I 
mill  closed.  Richard  Ross,  then  Penn  Power's  director  of  economic  ! 
development,  now  executive  director  of  the  Lawrence  County  i 
Economic  Development  Corp.,  had  written  200  letters — but  no  • 
takers.  Not  a  bite. 

But  then  Ross  saw  our  December  1993  article.  "The  headline  and 
the  photos  caught  my  eye,"  recalls  Ross.  "As  I  got  into  the  article, 
there  was  a  mention  of  Mr.  Paul's  interest  in  either  buying  or  - 
building  a  hot  mill  in  the  U.S.  I  put  two  and  two  together.  It  seemed  I 
a  perfect  fit." 

He  wrote  to  Paul.  A  few  months  later  the  British  steel  magnate 
visited  Sharon  and  struck  a  deal.  The  mill  will  reopen  in  April,  with  aii 
beginning  annual  output  of  1 .2  million  tons  of  hot-rolled  coils;  hourly  ■ 
workers  will  be  represented  by  the  United  Steelworkers  union. 

"A  strange  coincidence,"  Swraj  Paul  says  of  the  events  thatt 
brought  him  to  western  Pennsylvania.  "I've  never  seen  anything  in  i- 
my  lifetime  happen  like  this."  We  say:  We're  glad  creative  business 
people  like  Swraj  Paul  and  Richard  Ross  find  us  useful. 

E -flames 

In  our  Jan.  30  issue  David  Churbuck  took  a  skeptical  look  at  the 
gushing  media  coverage  of  the  Internet.  We  listed  David's  Internet 
address,  expecting  fire  and  brimstone  from  Internet  fans.  Surprise! 
We  got  plenty  of  E-mail  but  not  much  flame  mail.  A  selection  appears 
on  page  128.  Also  from  cyberspace,  reader  Joshua  Gerak  looked  up 
my  personal  CompuServe  number  and  messaged  me  that  our  Jan.  30 
Personal  Affairs  piece  on  climbing  in  the  Himalayas  showed  a  picture 
of  Mount  Pumori  labeled  as  Mount  Everest.  Reader  Gerak  is  right. 


(—/  Editor 
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With  AEST,  you 

can  talkyour 

way  into  a  Delta 

companion  ticket 


Sign  up  for  an 

AT&T '500  number, 

place  or  receive 

$25  worth  of  calls, 

and  you'll 

receive  a  Delta 

companion  ticket, 

good  for  anywhere 

Delta  flies. 


ATS3T  offers  you  a 
new  500  number. 
Then,  just  for  using 
it,  you  receive  a 
Delta  companion 
ticket.  What  could 
be  easier? 

But  the  best 
thing  about  this 
offer  is  the  500 


t    ._  —  ABET  True  Connections' 

^pAT&T 

Number  1500    FOR    MIKE 


Please  see  important  dialing 


number  itself. 
When  you're  traveling,  family  members,  friends 
and  business  associates  can  dial  it  and  reach  you 
almost  anywhere  you  go.  But  only  if  you  want 
them  to.  Unlike  pagers  and  cellular 
control 


who  pays  for  the  call.  It's  the  perfect  way 
to  stay  connected  with  important  people. 
AM  calls  it  True  Connections"'  service. 


An  appropriate  name.  Because  you  can  forward 
calls.  You  can  screen  calls  or  send  them  to  Voice 
Mail.  You  can  place  calls 
from  almost  any  touch- 
tone  phone.  And  you 
can  permit  special  callers, 
like  family  members  or 
clients,  to  reverse  charges 
to  your  AM"  home  phone  bill. 

And  if  you  sign  up  by  May  15,  1995,  and  place 
or  receive  $25  worth  of  True  Connections  calls  in 
the  first  three  months,  you'll  get  a  Delta  companion 
certificate  from  AT&T.  It's  good  for  a  round-trip  ticket 
between  September  1, 1995  and  March  31, 1996*  with 
the  purchase  of  any  domestic  ticket  issued  at  any 
applicable  published  fare  of  $379  or  more.  Or,  you 
can  use  it  with  any  round-trip  international  ticket 
issued  at  any  applicable  published  first  class  (F), 
business  class  (C),  or  economy  fare  booked  in 
Y  class.  Either  way,  it's  a  nice  reward  for  using  some- 
thing you  really 
wanted  anyway 


1 800  TRUE  500,  ext.  2048 


AT&T  ADEUXAIRLINES 


Lower  fares  may  be  available  in  certain  markets  and  customers  should  consult  with  Delta  or  their  travel  agent  to  determine  the  most  economical  fare  for  their  itinerary. 

TERMS  &  CONDmONS:  1  AJ1  travel  must  originate  in  the  #*  contiguous  t'nited  Stales  on  Delta  Air  Lines  or  Delta  Connection*  earners  Delta  Connection  flights  operate  with  Delta  flight  numbers 
3000-5999  and  7000  "999  2  Customers  must  sign  un  l*tween  February  1  and  May  15. 1995.  and  qualify  by  August  15. 1995  A  certificjte  will  be  issued  to  qualifying  customers  and  must  be  presented  to 
any  Delta  authorized  travel  agency  or  any  Delta  Air  Lines  or  Delta  Connection  ticketing  location  at  time  of  ticket  purchase  3.  Only  one  companion  ticket  may  I*  issued  per  certificate.  4.  All  tickets  mast 
be  purchased  on  or  before  October  31, 1995.  or  according  to  rules  of  fare,  whichever  occurs  first  5  Certificate  <  an  lx-  e»  tunget!  tor  a  ticket  only  hy  the  person  whose  name  appears  on  the  certificate. 
6.  All  travel  for  purchased  ticket  and  companion  ticket  must  commence  on  or  after  September  1. 1995  and  be  completed  on  or  beforr  March  31.  199o  or  according  to  rules  of  fare,  whichever  occurs  first. 
Travel  not  permitted  November  21.  22.  26.  27,  1995.  December  21.  1995  through  January  3.  1996  and  February  17.  18,  19, 1996  7  Both  persons  must  travel  together  in  the  same  class  of  service  on  all 
portions  of  the  itinerary  8  €  1995  Delta  Air  Lines,  Inc  ^  1995  AT&T  All  rights  reserved  AT&T  and  the  AT&T  logo  are  registered  trademarks  of  AT&T  9  See  AT&T/Delta  Companion  Certificates  for 
additional  rules  10  You  must  be  an  AT&T  dial- 1  k>ng  distance  customer  to  enroll  in  True  Connections  service  1 1  This  offer  is  good  while  supplies  last  12  One  companion  certificate  may  be  issued  per 
billing  telephone  number.  13  $25  00  must  he  spent  on  one  500  number  within  the  first  three  months  of  service  to  qualify  tor  a  companion  ticket  14,  Calls  to  your  500  number  which  you  don  t  pay  for 
will  apply  towards  your  S25  00  worth  of  service 
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All  SeasonTraction  standard  or  available  on  all  BMWs  except  M3  and  any  318  model.  ©1995  BMW  of  North  America,  Inc. 
The  BMW  trademark  and  logo  are  registered.  For  more  information  call  1-800-334-4BMW. 
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The  king  is  dead 

"What  does  it  say  about  the  man- 
agement of  a  company  when  it  is  em- 
barrassed to  hold  a  meeting  in  its 
hometown?"  We  asked  that  question 
three  years  ago  (June  8,  1992)  about 
Morrison  Knudsen,  whose  high-liv- 
ing chief  executive,  William  Agee, 
had  shifted  the  Boise,  Idaho-based 
firm's  previous  annual  meeting  to 
Boston — evidently  to  duck  questions 
from  disgruntled  shareholders. 

Agee's  ego-driven  moves  into 
faddish  infrastructure  and  railcar  proj- 
ects— plus  accounting  gimmickry 
like  capitalizing  costs  that  more  pru- 
dent managers  would  expense — we 
thought  smacked  of  the  tricks  that  got 
him  and  previous  employers  Boise 
Cascade  and  Bendix  Corp.  into  trou- 
ble. Another  danger  sign:  the  high 
life  led  by  Agee  and  wife  Mary  Cun- 
ningham Agee  far  from  MK  head- 
quarters at  their  expansive  Pebble 
Beach,  Calif,  home.  Our  warnings 
couldn't  have  been  more  on  target. 

This  month  the  $2.7  billion  (esti- 
mated 1994  sales)  firm  said  it  will 
write  off  additional  projects  in  the 
fourth  quarter,  eliminate  its  dividend, 
consider  selling  noncore  units  and 
restructure  what's  left.  The  writeoffs 
put  MK  in  default  on  bank  loan  cove- 
nants, and  Moody's  promptly  cut  its 
short-term  commercial  paper  rating 
to  "nonprime."  mk's  stock  dropped 
to  9 — down  58%  since  our  story. 
Agee,  57,  will  soon  step  down. 

His  successor  will  have  quite  a 
mess  to  clean  up,  and  further  write- 


downs are  likely.  But  Agee's  prob- 
lems may  just  be  starting.  A  group 
calling  itself  the  Committee  for  Ex 
cellence  at  MK  and  former  employee  i 
are  circulating  documents  alleging 
he  misappropriated  company  assets 
for  personal  use.  Shareholders  are 
also  suing  MK,  Agee  and  other  officei  r 
for  concealing  negative  informa- 
tion. The  company  did  not  respond  t< 
requests  for  comment. 

Much  better  picture 

Two  YEARS  AGO  Zenith  Electronics 
Corp.  was  being  pummeled  by  televJ 
sion  price  wars  and  was  in  serious 
trouble  with  creditors  for  violating 
net  worth  covenants  (Feb.  15, 
1993).  Lately  the  picture  has  bright- 
ened considerably  for  the  $1.5  bil-  I 
lion  (estimated  1994  sales)  firm.  Zei 
nith  logged  its  first  quarterly  profit 
in  three  years  in  1994's  third  quartet 
and  probably  remained  in  the  black 
through  December. 
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Jerry  Pearlman 
of  Zenith 
Electronics 
The  peso's 
bust  could  be 
Zenith's 
boon. 


Several  factors  account  for  the 
turnaround.  Consumers  are  snappin 
up  the  Glenview,  111. -based  firm's 
large -screen  TVs.  Chairman  Jerry 
Pearlman  has  forged  a  new  credit 
line  with  GE  Capital,  raised  $108  mi 
lion  in  new  equity  and  sold  $26 
million  in  assets.  "In  things  we  can 
control  we've  made  terrific  prog- 
ress," boasts  Pearlman,  55. 

Then  there's  the  peso  collapse  in 
Mexico,  home  to  80%  of  Zenith's 
work  force.  The  lower  peso  will  slic 
tens  of  millions  of  dollars  from  Zen 
ith's  manufacturing  costs — a  fact 
that  so  far  has  been  lost  on  the  stoc 
market,  where  Zenith's  share  price 
has  shed  26%  of  its  value  over  the  pa 
three  months,  trading  recently  at 
10.  "Every  company  with  Mexican 
exposure  is  being  painted  with  the 
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ow  is  always  the  hardest  time  to  invest. 


What  should  you  do  with  your  money?  Buy?  Sell?  Hold?  Diversify? 

At  U.S.  Trust,  we  believe  the  biggest  risk  you  can  take  is  to  be  paralyzed  by  indecision. 
Because  no  matter  which  way  the  financial  markets  may  be  moving,  there  are  always  attractive 
opportunities.  But  to  profit,  you  must  participate. 

We've  been  identifying  profitable  investments  for  clients  and  their  families  for  over  140  years. 
During  that  time,  we  have  developed  an  investment  philosophy  that  has  enabled  us  to  become 
one  of  America's  premier  asset  management  institutions. 

It's  a  philosophy  that  stresses  investing,  not  trading,  and  follows  a  disciplined,  proven 
approach  to  identifying  sound  opportunities. 

This  investment  approach  has  succeeded  for  generations  of  investors  prepared  to  act. 
If  you'd  like  to  join  them,  or  if  you'd  simply  like  more  information,  call  Richard  E.  Foley, 
Senior  Vice  President,  at  1-800-U.S.  TRUST. 
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A  TRADITION  OF  GROWING  ASSETS 


NEW  YORK  STAMFORD  PRINCETON  PALM  BEACH  BOCA  RATON  NAPLES  DALLAS  COSTA  MESA  LOS  ANGELES  PORTLAND  GRAND  CAYMAN 


LARGEST  INTERNATIONAL  NO-LOAD  MANAGER 


Is  Your  IRA  an 
International  Performer? 


Forbes 

Honor  Roll 
(5  years  running) 

**** 

Morningstar 
Rating 


T.  Rowe  Price  International  Stock 
Fund — one  of  the  oldest  and 
largest  international  funds — can 
help  bring  your  IRA  the  higher 
long-term  .eturn  potential  that 
overseas  holdings  offer.  The  Fund 
follows  a  prudent  strategy  of  invest- 
ing in  a  broadly  diversified  portfolio 
of  stocks  of  established  companies 
outside  the  US.  Because  foreign  economies  follow  different 
cycles  than  the  U.S.  economy,  diversifying  internationally  can 
help  reduce  the  overall  volatility  of  your  portfolio. 

For  the  fifth  consecutive  year,  Forbes  has  placed  the  Fund  on 
its  Honor  Roll — the  only  international  mutual  fund  to  have 
earned  this  distinction.  Twenty  honorees  were  chosen  for  the 
current  ranking.  The  International  Stock  Funds  performance 
from  3/31/84-6/30/94  was  considered*  In  addition, 
Morningstar  awarded  the  Fund  four  stars  (****)  for  its 
overall  risk-adjusted  performance.  Ten  percent  of  funds 
receive  five  stars,  and  the  next  22.5%  receive  four.  The  Funds 
performance  was  rated  among  1,132,  863,  and  437  equity 
funds  for  the  combined  3-,  5-,  and  10-year  periods  ended 
12/31/94,  respectively** 

Call  for  a  free  IRA  Planning  Kit.  Our  IRA  Planning  Kit  and 
Investment  Guide  can  help  you  develop  a  strategy  to  make  the 
most  of  your  IRA.  We'll  also  include  a  prospectus  that  dis- 
cusses factors  to  consider  when  investing  your  IRA  overseas, 
including  currency  fluctuations  and  other  special  risks.  As 
with  any  stock  fund,  there  will  be  price  fluctuation.  $1,000 
minimum  initial  investment  for  IRAs.  100%  no  load. 

Call  24  hours  for  a  free 
IRA  Planning  Kit  and  prospectus 

1-800-541-7883 


Invest  With  Confidence 

T.RoweRice 


Ik 


*As  cited  in  Forbes  magazine  (Mutual  Funds  issue)  dated  August  29,  1994.  "Morningstar 
proprietary  ratings  reflect  historical  risk-adjusted  performance  as  of  12/31/94.  This  rating 
may  change  monthly.  Ratings  are  calculated  from  the  Fund's  3-,  5-,  and  10-year  average  annual 
returns  in  excess  of  90-day  Treasury  bill  returns  with  appropriate  fee  adjustments  and  a  risk 
factor  that  reflects  Fund  performance  below  90-day  Treasury  bill  returns.  The  Fund's  3-,  5-, 
and  10-year  ratings  are  4  stars,  3  stars,  and  5  stars,  respectively.  Past  performance  cannot 
guarantee  future  results.  Investment  return  and  principal  value  will  vary  and  shares  may  be 
worth  more  or  less  at  redemption  than  at  original  purchase.  Request  a  prospectus  with  more 
complete  information,  including  management  fees  and  other  charges  and  expenses.  Read  it 
carefully  before  you  invest  or  send  money.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 
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same  brush,  says  Standard  &  Poor's! 
analyst  Paul  Valentine.  "But  for  Ze-J 
nith  it's  positive."        -Lisa  Sandem 

Nosedive 

"USAfrica  is  now  in  the  sky  but 
not  out  of  the  woods."  So  we  said  ir 
our  last  issue  about  the  first  U.S. 
international  airline  launched  since  I  i 
WWII  (Feb.  13).  No  sooner  did  ouni 
story  hit  the  newsstands  than 
USAfrica  hit  the  deck.  Ceasing  op-  J 
erations,  the  outfit  set  up  by  Arthur  r 
Lewis  and  his  son  Gregory  sput- 
tered for  a  familiar  reason:  no  capital 
The  airline — whose  strategy  was 


USAfrica's  Arthur  and  Gregory  Lewis 

Their  airline  crashed  for  lack  of  capital.! 


to  fly  directly  between  the  U.S.  andd 
South  Africa  and  thus  halve  the  36 
hours  required  to  do  so  via  Europe- 
was  never  in  the  clear.  Only  $30 
million  from  Keystone  Custodian 
Funds  at  the  last  minute  got  it  aloft 
last  June.  Glitches  in  forging  fre- 
quent-flyer ties  didn't  help  stub- 
bornly low  load  factors  and  ma}7  ha'i 
scared  off  additional  financing. 
Then  USAfrica  missed  a  payment  o  i 
its  two  leased  aircraft;  American  Aiti 
lines,  which  has  a  marketing  pact  wii 
South  African  Airlines,  quickly 
yanked  the  planes. 

Another  upstart  airline  hit  some 
turbulence,  too.  Kiwi  International 
Air  Lines  (Sept.  14,  1992)  recently 
faced  a  brief  voluntary  grounding  c 
its  fleet  due  to  a  foul-up  involving 
pilot  training  records.  And,  amidst ; 
ugly  fight  for  control,  founder  and 
Chief  Executive  Robert  Iverson  left 
a  huff  earlier  this  month. 
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Only  Budget 


free  airfare  after 
six  rentals. 


Now,  why  would  you  rent 
from  anyone  else? 

Fly  free  when  you  rent  six  times.  Only  at  Budget 

Simply  rent  any  compact  or  larger  vehicle,  including  trucks,  six  times  for  three 
or  more  consecutive  days.  Rentals  must  occur  from  February  6  through 
June  15,  1995,  at  any  worldwide  Budget  location.  Well  give  you  a  free 
(excludes  taxes)  round-trip  coach  ticket  on  American  Airlines"  valid  for  travel 
within  the  contiguous  U.S.  and  Canada  For  reservations,  contact  your  travel 


consultant  or  call  Budget  at  800-527-0700 


THE  SMART  MONEY  IS  ON  BUDGET. 


We  feature  Lincoln-Mercury  and  other  fine  cars. 


[fere  are  some  details  you  should  know:  Offer  requires  six  rentals  (minimum  three  days  per  rental)  of  a  compact  or  larger 
ehicle,  including  trucks,  at  any  worldwide  Budget  location  from  2/6/95  through  6/1 5/95.  For  complete  details,  restrictions  and  order 
nm,  pick  up  a  Fry  Free  certificate  at  select  US.  Budget  locations.  American  Airlines  is  a  registered  trademark  of  American  Airlines,  Inc. 
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Face  it,   your  success  is  no  accident. 


You   didn't   get   to   this   point   by  being 


just  like  everyone  else.   Doing   just  like 


everyone    else.     Or    making    the    same 


en 


Maybe 


71 
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en  at  iour, 

you  had  a  good 

head  ior  business. 


choices  as  everyone  else.  Mayne  you 
ougbt  to  consider  Tne  Quiet  Company, 
Northwestern  Mutual  Lile.  You'll  lina 
yourselr  dealing  witb  a  proressional  who 
knows  tne  value  or  hard  work  and  the  need 
to  protect  its  rewards.  An  agent  who's  part 
or  the  sales  rorce  ranked  best  in  the  country. 
You'll  rind  a  company  named  "the  most 
iinancially  sound  lire  insurance  company" 
in  Fortune®  magazine's  annual  survey.  When 
you  think  about  where  you  and  your  ramily 
are  headed,  choosing  Northwestern  Mutual 
Lile  makes  a  lot  or  good  sense. 

Northwestern 
Mutual  Life® 

The  Quiet  Company 
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ay's  day  in  court 

,  \i<  a  Los  Angeles  firm  that 
v.  ires  courtrooms  with  computer  ter- 
minals got  Sony  to  donate  six  of  its 
Trinitron  monitors.  These  monitors 
are  fairly  anonymous:  Sony's  name 
normally  appears  as  raised  lettering  in 
the  same  off- white  color  as  the  rest 
of  the  machine.  But  when  an  ambi- 
tious Sony  marketing  manager 
found  out  the  terminals  would  be  in- 
stalled in  the  courtroom  of  Judge 
Lance  Ito  in  time  for  the  O.J.  Simp- 
son murder  trial,  he  had  Sony's  logo 
painted  in  high-profile  black.  Now, 
whenever  the  courtroom  TV  camera 
focuses  on  the  witness  stand,  Sony's 
name  appears  prominently  behind 
the  witness'  head  on  a  nearby  monitor 
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Simpson  Trial 

CA  v.  SIMPSON 
LOS  ANGELES.  ^A 

J          COURff 

AT 

The  Simpson  trial 

A  starring  role  for  Sony's  monitor. 


and  is  seen  by  millions  of  TV  viewers. 

Sony's  response  to  this  free  pub- 
licity coup?  Embarrassment.  A 
spokesman  says  Sony  plans  to  re- 
place the  terminals  with  ones  that 
have  the  regular,  less  noticeable 
lettering.  -Seth  Lubove 


The  personal  touch 

When  Keith  Franklin,  a  Houston- 
based  project  executive  for  IBM,  re- 
ceived an  invitation  to  cocktails  Jon. 
16  at  the  home  of  Continental  Air- 
lines Chief  Executive  Gordon  Be- 
t!  une,  he  thought  it  was  a  hoax. 
It  wasn't.  Seems  Bethune  had 
learned  that  members  of  Continen- 
tal's Elite  OnePass  program — for 
customers  who  fly  20,000  miles  or 
more  a  year — were  miffed  by  cut- 
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backs  in  OnePass  upgrade  privileges. 
To  generate  some  better  vibes  he 
invited  more  than  70  OnePassers  liv- 
ing in  the  Houston  area  to  his  house 
in  the  city's  tony  River  Oaks  neighbor- 
hood. An  hour  into  the  party,  Be- 
thune made  a  speech  admitting  the 
OnePass  changes  were  a  mistake  and 
assuring  the  group  that  improvements 
were  on  the  way.  One  attendee,  Te- 
resa Case,  says  that  she  was  impressed 
and  has  started  to  fly  Continental 
again.  But  whether  Bethune 's  party 
will  have  any  discernible  impact  on 
Continental's  passenger  volume  re- 
mains to  be  seen.         -Lisa  Sanders 


Beating  dad? 


The  sons  of  two  Wall  Street  mon- 
ey management  heavyweights  are 
wading  into  the  business.  Wayne 
Cooperman,  28,  and  Ricky  Sandler, 
25,  have  raised  a  $30  million  fund, 
Fusion  Capital  Management,  with  a 
little  help  from  their  dads,  veteran 
money  managers  Leon  Cooperman 
and  Harvey  Sandler,  who  each  con- 
tributed $10  million.  The  young  in- 
vestors met  while  working  as  ana- 
lysts at  $600  million  (assets)  Mark 
Asset  Management.  "We're  not  just 
two  morons  whose  fathers  gave  us 
money,"  insists  Cooperman  fits. 
"We're  good  analysts  who  know  what 
we're  doing." 

Young  Sandler  and  Cooperman 
plan  to  invest  in  value  stocks,  and  are 
up  4%  since  opening  their  doors  on 
Jan.  1.  In  1994  Omega  Partners,  run 
by  Cooperman  pere,  was  down  24%, 
thanks  in  part  to  a  long  position  in 
Mexican  stocks.  -Riva  Atlas 


Steaming  up  the  screen 

Happy  Valentine's  Day,  computer 
lovers.  The  Kama  Sutra,  the  centu- 
ries-old Hindu  tract  on  the  philoso- 
phy and  art  of  love,  has  just  come  out 
in  an  interactive  cd-rom  version, 
Interpretations  of  the  Kama  Sutra. 

The  CD-ROM  was  jointly  devel- 
oped by  Repro  Interactive,  an  Indian 
company  that  makes  software  for 
vpple  systems,  and  FeatherOut,  a  San 
I  Tateo,  Calif.-based  multimedia 
fii  n.  It  incorporates  dance,  music, 
speech,  illustrations  and  sculpture 
with  a  new  interpretation  of  the  Kama 
Sutra's  text  and  poems. 


The  Kama  Sutra,  CD-ROM  version 
Interactive  erotica. 


By  and  large  the  product  is  taste 
fully  done,  but  parents  should  know 
that  there  is  strong  erotic  content 
that  makes  this  CD-ROM  inappropri 
for  most  kids  under  18. 

For  an  example  of  how  users  can 
create  their  own  Kama  Sutra  frolics, 
take  the  "Painting  with  Sound" 
chapter,  which  offers  a  choice  often 
illustrations,  six  sound  effects  and 
six  backgrounds.  "You  could  have 
two  lovers  in  a  forest  to  the  sounds 
of  crickets,  or  have  them  in  a  bed- 
room, set  to  music,"  says  Repro  In 
teractive  boss  Dushyant  Mehta.  Me 
ta's  firm  has  the  distribution  rights 
in  India;  FeatherOut,  the  rest  of  the ^ 
world.  Price:  $49.95. 

-Subrata  N.  Chakravartj: 


Gold  watch  time 

United  Auto  Workers'  Secre- 
tary-Treasurer Bill  Casstevens  has 
long  been  the  union's  chief  negotia-i%erj 
tor  with  makers  of  bulldozers,  trac-  n that  c 
tors  and  trucks.  He's  retiring  when   Moritvp 
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he  turns  65  this  May — and  not  a  mo 
ment  too  soon  in  the  opinion  of 
some  UAW  local  chiefs. 
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Casstevens'  Caterpillar  strategy 
is  been  a  fiasco.  Cat  workers  have 
:en  without  a  UAW  contract  since 
>91 .  In  1992  Cat  beat  a  5V6-month 
uv  strike;  now  it  seems  on  the 
rge  of  winning  a  second  strike  called 
it  June. 

Then  there  was  Casstevens'  Navi- 
lr  flub.  Last  year,  with  Navistar  fae- 
ries running  flat-out,  he  failed  to 
nsult  local  members  before  approv- 
g  a  management  plan  to  hire  new 
Drkers  at  lower  wages  than  existing 
es  were  getting.  When  the  plan 
is  put  to  a  vote,  UAW  rank  and  file 
buked  Casstevens  and  vetoed  it. 
Finally,  last  September,  John 
eere's  UAW  contract  expired  and  it 
ok  a  hard  line  with  Casstevens. 
ilks  broke  off.  Deere  workers  re- 
ain  on  the  job  without  a  contract. 
-Gary  Samuels 


'ravel  advisory 


YOU  plan  to  fly  on  Feb.  27,  give 
enver  a  wide  berth.  Starting  at  noon 
that  day,  the  Denver  airport  au- 
ority  plans  an  overnight  switch 
3m  the  old  Stapleton  Internation- 
Airport  to  the  new,  S4.2  billion 
enver  International  Airport, 
hose  opening  has  been  delayed  18 
onths  because  of  much-publi- 
zed  problems  with  its  automated 
ggage  handling  system.  In  the- 
y,  after  6  a.m.  Feb.  28,  Stapleton 
11  be  no  more  and  all  flights  will 
e  DIA.  In  practice,  expect  chaos. 
Our  advice:  If  you  must  fly  in  or 
it  of  Denver  at  the  end  of  February, 
rry  your  own  bags. 

Howard  Banks   h 
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For  starters, 

it  replaces  all  those 

crumpled  napkins 

in  your  pocket. 


$11099 
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#65-869CE 


Radio  Shack's  EC-361  is  the  easy  way 
to  keep  information  at  hand. 

•  Stores  1,000  names  with  addresses, 
phone/fax  numbers  and  notes 

Keeps  appointments  and  sounds 
reminder  alarms 

Compiles  expenses 

Displays  world  time  and 
calendar 

•  Even  transfers  data  to  your 
PC  or  another  EC-361  with 
available  interfaces 

To  order,  or  for  the  location  of 
a  store  near  you,  call: 

l-800-THE-SHACKSM 


Radio  /haek 

You've  got  questions.   We've  got  answers.5 


Prices  apply  at  participating  Radio  Shack  stores  and  dealers.  Items  not  available  m  your  participating  store  can  be  special -ordered  (subject  to  availability)  at  the  adver- 
tised price.  A  participating  store  will  otter  a  comparable  value  if  the  product  is  sold  out  Independent  Radio  Shack  dealers  and  franchisees  may  not  be  participating  in 
this  ad  or  stock  or  special-order  every  item  advertised.  Copies  of  applicable  warranties  are  available  upon  request  at  stores  for  inspection  before  sale  or  by  writing: 
Customer  Relations,  1400  One  Tandy  Center.  Fort  Worth.  TX  76102. 


STISAL 
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NIGHT  AND  DAY  VIDEO  SURVEILLANCE 


Protect  your  business  and  your  privacy  with  a  discreet  Video  Surveillance 
System.  Install  covert  TV-cameras  on  your  premises  to  help  identify  and 
convict  criminals.  We  have  a  large  selection  of  disguised  TV-Cameras  in 
stock,  and  use  the  smallest  high  resolution  TV-cameras  and  the  finest 
accessories  to  help  you  get  the  evidence  you  need.  All  our  low-light 
cameras  employ  a  1/2"  Sony  CCD  chip  with  300.000  pixels,  500  (H) 
lines  of  resolution,  5mm  auto-iris  lens,  0.015  lux  low-light  sensitivity, 
and  are  perfect  for  all  no-light  infrared  applications.  Our  40  day 
(960  hours)  Time-  Lapse  Recorder  provides  you  with  visual  proof 
on  video-tape.  Stop  your  profits  from  walking  out  the  door. 
Visit  our  showroom  or  write  or  call  for  a  free  catalog  today. 
•Micro  TV-Cameras*Wall  ClockTV-Cameras*Wall-MirrorTV- 
Cameras*Framed  Picture  TV-Cameras*Smoke  Detector  TV- 
Cameras*Weatherproof  TV-Cameras  *No  Light  Infrared  TV  CameTas 
•PIR  Movement  Detector TV-Cameras*lnfrared  llluminators*Quad  Compressors*Multiplexers 
•960  hour  Time  Lapse  Recorders*ColorTV-Cameras*Camera  Switchers*Monitors*Pan-Tilts  *Domes 

*Phone-Line  Video  Transmission  and  Reception  Systems 

ASIAN  WORLD  CCTV  CORP. 

Suite  401,  60  East  42nd  Street,  New  York,  N.Y.  10165 
Tel.  (2121-983-1820  Fax  (2121-983-1654 

1-800-396-CCTV 
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Changing  times 

Sir:  When  public  schools  decay  into 
pe  environments  and  prisons 
.ire  managed  like  well-run  profitable 
hotels,  it  becomes  a  sad  reflection  of 
present  U.S.  values  ("A  surefire 
growth  business,"  Jan.  16).  Isn't  it 
time  for  a  change? 
-Marie  Fortini 
Brooklyn,  N.T. 

Affirmative  reaction 

Sir:  That  was  a  stomach  wrenching 
article  on  the  Indian -born  son  of  a 
chess  champion  who  takes  advantage 
of  the  affirmative  action  program, 
paying  $8  million  for  a  paging  license 
that  others  would  have  to  pay  $19 
million  for  ("Faces  Behind  The  Fig- 
ures," Jan.  16).  Shouldn't  this  oppor- 
tunity be  given  to  white  males,  born 
in  this  country,  who  are  trying  to  pull 
themselves  up  by  their  bootstraps?  It 
is  time  that  we  help  all  native-born 
Americans  to  achieve  the  best  that 
they  can  be. 
-John  A.  Loconsolo 
Brooklyn,  N.T. 

Sir:  I  must  have  been  confused  as  to 
the  purpose  of  affirmative  action.  I 
always  thought  it  was  designed  to 
provide  opportunities  for  the  disad- 
vantaged. Now  I  know  that  it  is  de- 
signed to  further  enrich  successful 
bankers  and  millionaires.  If  these  pro- 
grams cannot  be  made  to  target  the 
truly  disadvantaged,  they  should  be 
terminated. 
-Barry  N.  Sweet 
Morgantown,  W.Va. 

Golden  rule 

Sir:  Re  Fact  &  Comment  (Jan.  16). 
Over  the  past  2,000  years  dozens  of 
countries  have  had  hundreds  of  peri- 
ods in  which  money  was  linked  to 
gold,  but  with  only  one  exception  the 
gold  standard  was  always  abandoned 
within  a  few  years. 

The  one  exception  to  a  short-lived 
gold  standard  was  Britain,  where  from 
1844  to  1913  there  was  no  devalua- 
tion or  interruption  of  payment.  Dur- 
ing that  period,  the  Bank  of  England 
was  a  private  bank,  and  common  law 
required  that  it  redeem  its  notes  at 
their  stated  value. 

My  point  is  that  the  only  time  in 
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world  history  when  a  gold  standard 
was  successful  for  long  periods  of  time 
was  when  the  world's  money  was 
dominated  by  the  notes  of  an  inde- 
pendent private  banking  system.  That 
is  exactly  the  result  that  a  free  market 
economist  should  have  expected  and, 
in  retrospect,  I  and  others  have  been 
foolish  to  attribute  to  a  yellow  metal 
the  success  which  was  due  to  the 
private  enterprise  system. 
-Christopher  R.  Petruzzi 
Professor  of  Taxation 
California  State  University 
Fullerton,  Calif. 

The  mother 
of  management 

Sir:  Re  "The  mother  of  them  all" 
(Jan.  16).  More  than  a  visionary  of 
management,    Mary   Parker    Follett 
was  indeed  a  prophet  of  the  informa- 
tion age.  Much  has  been  said  about 
the  shifting  from  mass  production 
and  economy  of  scale  in  an  industrial 
age  to  a  focus  on  the  customer,  re- 
sponsiveness and  flexibility.  It  is  less 
obvious  that  what  kept  her  tenets 
obscure  was  the  ascendance  of  the 
intervening  financial  age,  in  which  the 
bottom  line  and  return  on  investment 
reigned  supreme. 
-James  K.  Ho 
Professor  of  Information 
and  Decision  Sciences 
University  of  Illinois 
Chicago,  III. 


Mary  Parker  Follett 

A  woman  before  her  time. 


No  way! 

Sir:  Re  "Oilman,  trader,  banker,  spy'l 
(Jan.  30).  There  is  no  basis  at  all  for 
believing  that  there  is  any  connection 
between  the  Arochem  losses  and  Iraqi 
arms  trading.  The  total  transaction! 
between  Arochem  and  Bayoil  werl 
small  in  amount  and  in  total  dollars.  It 
is  inaccurate  to  state  that  the  bank! 
did  nothing  to  try  to  trace  the  losses! 
Extensive  efforts  were  made,  at  subl 
stantial  costs. 
-Richard  C.  Tufaro 
Partner 

Milbank,  Tweed,  Hadley  &  McCloy 
Washington,  D.C. 

Defensive  play 

Sir:  Re  "Children  as  footballs"  (Ja 
16).  At  the  heart  of  the  welfare  tragi 
dy  is  absent  fathers.  Does  Dr.  Sowel 
realize  it  takes  two  to  produce  a  chil 
One-sided  portrayal  of  welfare  mo 
ers  having  children  simply  to  get  fe 
era  I  subsidies  does  not  further  an  u 
telligent  welfare  debate. 
-Leslie  Kleinheksel  Coote 
Evanston,  III. 

A  chronic  problem 

SiR:  Bravo  to  Forbes  for  exposing  th 
practice  of  prescribing  expensiv 
treatments  to  "cure"  chronic  fatigu 
syndrome.  Patients  desperate  to  re 
gain  health  are  prime  targets  for  tho; 
guaranteeing  miracle  cures  ("Chroi 
ic  fee  syndrome,"  Jan.  30).  With 
Centers  for  Disease  Control  stuc 
showing  only  12%  of  CFS  patien 
recover,  your  article  rings  a  time 
warning  bell  that  cautions  the  remain 
ing  88%  to  be  wary  of  "miracle  cures 
( thus  leaving  their  pocketbooks,  if  nc 
their  health,  intact). 
-Jane  Perlmutter 
Communications  Director 
Chronic  Fatigue  Immune  Dysfuncti 

Syndrome  Activation  Network 
Larchmont,  N.T. 

Sir:  As  a  sufferer  of  chronic  fatij 
syndrome,  I  found  your  article 
tremely  offensive. 
-Cassandra  Tex 
Areata,  Calif. 
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For  E-mail  letters  responding  to  tl 
Jan.  30  story  about  the  Internet,  see  ti 
Computers/Communications  section. 
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Q:  As  a  senior  manager,  do  you  ever  think  about 
your  computers'  data  storage? . 


A:  No. 


Q:  It  doesn't  hold  the  least  bit  of  interest  for  you? 


A :  Not  really. 


Q:  Ever  ask  your  MIS  people  to  explain  the 
latest  trends  in  storage? 


A:  Never. 


Q:  Did  you  know  your  competitors  could 
be  using  data  storage  to  eat  your  lunch? 


A:  What? Data  what? 




mum 
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There's  a  storm  of  information  now  moving  through  your  company.  You  can  either  be  buried  by  it, 
or  you  can  use  it  to  bury  your  competitors.  With  EMC  storage,  critical  information  moves  from  storage  to 
your  employees  and  customers  faster  than  any  other  system,  letting  you  generate  profits  faster  and  even 
extend  the  value  of  your  existing  computer  investment.  All  while  storing  and  protecting  your  information 
in  one  central  location.  At  EMC,  we  bring  best-of-breed  storage  solutions  to  market  before  anyone  else. 
It's  all  we  do.  Please  cali  1-800-424-EMC2  ext.  133  to  discover  more  reasons  why  EMC  storage  is  the 
best  way  to  serve  up  your  information.  Not  to  mention  your  competition. 

Symmetnx™ for  mainframe  shops 


x™jor  open  systems 


OUTPERFORM  THE  COMPETITION  BYA  FACTOR  OFEMC 


THE  STORAGE  ARCHITECTS 


EMO  and  ICDA  are  registered  trademark  an.:  '    matrix,  Centnplex  and  THE  STORAGE  ARCHITECTS  are  trademarks  of  EMC  Corporation. 
6/995  EMC  Corpora  m:  All  nghls  reserved.  Outside  the  U.S.  call  (508)  435-1000  Ext.  8193. 
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pifefjuality  shines  through. 


x     ■    i  it  comes  to  initial  quality, 
-ark  Avenue  was  ranked  best  in  its  class* 

of  all  imported  and  domestic 
models  in  the  $22,000  to  $29,000 
price  class.  That's  according  / 

to  the  1994  J.  D.  Power  and        / 
Associates  Initial  Quality  / 

Study M  of  over  30,000  new-    /  / 

car  owners.  Park  Avenue.  / 

As  you  can  see,  nothing 
shines  as  bright  in  its  class.  I  , 

For  more  information,  y^ 

call  1-800-4A-BUICK. 
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iiJioi  For  Quality 
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IVith  all  thy  getting  get  understanding" 


act  and  Comment 


Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


RUSSIA  REMAINS  A  BEAR-SIZE  WORRY 


;h  inflation  and  a  nearly  nonexistent  rule 
law  discredit  democracy  and  free  markets. 


EXICO'S  self-inflicted  economic  wounds  have  tempo- 
-ily  pushed  Russia  off  the  front  pages.  But  not  for  long, 
issia  is  infinitely  more  important  to  our  future  safety,  and 

the  country  con- 
tinues to  unravel. 
Because  Yel- 
tsin has  survived 
so  many  crises 
and  because  there 
is  no  powerfully 
organized  oppo- 
sition within  the 
military  or  securi- 
ty services,  West- 
erners are  assum- 
l  Moscow  will  somehow  muddle  through,  that  its  sort- 
democracy  will  somehow  stay  intact.  But  this  "mud- 
ng  through"  won't  be  the  tame,  British  variety.  Russia  is 
fully  sliding  toward  dictatorship,  not  the  bloody,  Stalin- 
type  that  slaughtered  millions,  but  more  of  the  old-time, 
tin  American  if-you-are-not-against-us-we-will-leave- 
u-alone  strongman  rule.  Russia  is  supposed  to  hold  a 
ssidential  election  next  year,  but  no  Russian  will  wager 
en  a  worthless  ruble  that  this  will  come  to  pass. 
The  government  is  tightening  pressure  on  independent 
ckets  of  the  media.  An  article  in  the  Moscow  Times, 
lussia's  Creeping  Coup,"  warns  that  "the  next  blow  will 
struck  against  the  media — television  first.  Trial  mea- 
res  have  already  been  taken.  We  will  find  ourselves  once 
ain  feverishly  scanning  the  airwaves  for  foreign  radio  sta- 
ns  and  listening  for  footsteps  approaching  our  doors." 


Russia's  Weimar-like  deterioration  and  the  turmoil  in 
neighboring  states  underscore  the  importance  of  preserv- 
ing U  .S .  radio  broadcasting  to  that  part  of  the  world.  In  the 
post- Berlin  Wall  era,  the  budgets  of  Radio  Free  Eu- 
rope/Radio Liberty  and  the  Voice  of  America  have  been 
dramatically  cut,  and  there  are  rumblings  in  Congress  of 
eliminating  them  totally  in  the  name  of  deficit  reduction. 

The  GOP  must  avoid  such  an  isolationist  lurch.  Having 
CNN,  faxes  and  information  overload,  we  in  the  West 
assume  those  troubled  areas  have  access  to  all  the  news  they 
need.  The  reality  is  that  there  is  very  little  independent 
media  in  Russia  and  virtually  none  on  a  national  scale.  The 
same  is  true  in  almost  all  the  successor  states  of  the  former 
U.S.S.R.  An  occasional  fax  is  no  substitute  for  a  vibrant, 
daily  free  press. 
To  get  informa-  |l 
tion  about  what  r  | 
is  going  on  in 
these  countries, 
you  need  on-the- 
ground  networks 
of  reporters  and 
stringers.  Radio 
Liberty  is  the  only 
Western  news  or- 
ganization that 
has  these  in  place. 

Russia  and  its  neighbors  are  not  the  only  ones  needing 
U.S. -sponsored  radio  broadcasts.  Asia  is  in  a  period  of 
political  turmoil:  China  has  a  long  history  of  political 
earthquakes;  North  Korea  remains  a  nuclear  enigma;  Bur- 


Media  in  the  former  U.S.S.R.  is  still  limited, 
largely  fettered  or  under  government  pressure. 


AN  EASILY  AVOIDABLE  TRAGEDY 

Last  month  I  testified  before  the  Senate  Foreign  Relations  Committee  with  economists  Larry 
Kudlow  and  Sidney  Weintraub  and  with  former  S&L  bailout  boss  William  Seidman.  Except  for 
Dr.  Weintraub,  we  opposed  the  Administration's  Mexican  rescue  package.  President  Clinton 
subsequently  sidestepped  Congress,  but  this  move  still  doesn't  deal  with  the  bill's  original  flaws. 


The  Administration's  bailout  package  will  not  solve 
the  Mexican  economic  crisis.  It  will  not  stop  a  wave  of 
illegal  immigrants  from  trying  to  cross  our  borders.  It 
will  not  induce  the  Mexican  government  to  adopt  the 
measures  necessary  to  restore  the  integrity  of  the  peso 


and  get  the  economy  quickly  on  its  feet. 

It  is  absolutely  important  to  understand  the  true 
nature  of  this  crisis  and  what  must  be  done  to  resolve  it. 

The  Administration  was  correct  in  that  until  Decem- 

(continued  on  p.  144) 
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ma's  ■  »taiitai  ian  dictatorship  is  hard  at  work  expanding  its 
drug  trade.  Yet  Congress  may  kibosh  an  Administration 
jt  to  set  up  a  Radio  Free  Asia  service. 
Another  small,  effective  (nonbroadcast)  agency  under 
the  congressional  gun  is  the  National  Endowment  for 
I  democracy.  Set  up  by  Ronald  Reagan  to  help  fund  nascent 
democratic  and  dissident  projects  and  organizations 
around  the  world,  the  NED  has  had  remarkable  success 
even  though  its  budget  is  under  $35  million.  (Disclosure:  I 
sit  on  its  board.)  The  NED  was  nearly  wiped  out  in  1993 


and  will  certainly  face  further,  ferocious  assaults  this  year 
At  a  time  when  ever)'  Beltway  program  is  being  examine 
and  adherents  are  pleading  absolute  necessity,  Congrei 
may  be  tone-deaf  to  arguments  favoring  RFE/RL,  thj 
VOA  and  the  NED.  But  Republicans  need  to  exercisl 
sound  judgment,  remembering  their  party's  unfortunatj 
history  regarding  "•foreign  entanglements"  in  the  192(1 
and  1930s.  Ceremonies  marking  the  50th  anniversary  <j 
the  liberation  ofNazi  death  camps  are  grim  reminders  of  th 
price  we  and  the  world  paid  for  that  ostrichlike  attitude. 


HOW  AMERICAN  LAW  WENT  HAYWIRE 


The  Death  of  Common  Sense — by  Philip  K.  Howard 
(Random  House,  Inc.,  $18).  A  seminal  work  that  cogent- 
ly, credibly,  concisely  explains  what  has  gone  wrong  with 
American  law,  why  it  breeds  an  unending  flood  of  regula- 
tions, kills  common  sense,  balloons  do-noth- 
ing bureaucracies,  encourages  endless  litiga- 
tion and  creates  and  exacerbates  social  tensions 
and  hatreds.  The  author,  a  lawyer  horrified  by 
what  has  happened  to  his  professional  passion, 
packs  this  gripping  volume  with  blood-boiling 
anecdotes  of  the  absurd  outcomes  of  today's 
regulation/litigation-happy  environment. 

What  happened?  A  combination  of  turn-of- 
the- century  Progressive  notions  that  law-mak- 
ing and  governing  were  sciences  to  be  carried 


out  by  experts;  a  powerful  1960s  legal-intellectual  mov«| 
ment  that,  in  the  name  of  fairness,  tried  to  remove  all  huma  J 
discretion  in  formulating  and  carrying  out  regulatoi 
mandates;  and  a  big  dose  of  hubris  in  thinking  that  laws  an 
government  regulations  could  solve  all  pro! I 
lems,  resolve  all  conflicts  and  make  life  risk-fre 
Excerpt:  One  basic  change  in  approach  willgl 
us  going:  Stop  looking  to  law  to  provide  the  fin, 
answer.  Life  is  too  complex.  Our  public  goals  a\ 
too  complex.  Hard  rules  make  sense  only  wht- 
protocol — as  with  the  rules  of  a  game  or  with  spen 
limits — is  more  important  than  getting  somi 
thing  done.  Accepting  the  imperfections  an 
asymmetries  of  human  nature  is  probably  t\ 
bitterest  pill  for  those  schooled  in  the  modern  ad 


WATCH  SWITZERLAND 


Would-be  welfare  reformers  in  this  country  should 
take  a  look  at  Switzerland.  Unlike  other  Western  nations', 
Switzerland's  welfare  is  not  financed  by  the  central  gov- 
ernment but  by  municipalities.  In  essence,  the  Swiss, see 
welfare  as  Americans  once  saw  education:  a  service  that 
should  be  controlled  and  financed  at  the  grass-roots  level. 
Because  Swiss  public  assistance  is  funded  locally,  resi- 
dents work  hard  to  insure  that  people's  stay  on  it  is  as  short 
as  possible.  Time  limits  are  strict.  Communities  help 
recipients  get  back  on  their  feet  and  into  the  work  force. 


One  reason  welfare  has  ballooned  in  other  countries  iil 
lack  of  accountability.  Because  the  financing  comes  froB 
seemingly  distant  sources  such  as  Washington  or  the  staff 
capital,  local  residents  feel  no  obligation  to  insure  thr 
welfare  is  viewed  as  a  temporary  condition,  nor  do  they  feJ 
a  responsibility  to  get  recipients  productively  off  the  roll 

Local  involvement  is  a  critical  reason  that  Switzerland 
"incidences  of  social  pathologies" — crime,  drug  abu<| 
out-of-wedlock  births,  etc. — are  far  lower  than  those 
neighboring  European  nations  and  the  U.S. 


HE  HAD  IT  RIGHT-AND  STILL  DOES 


Jack  Kemp  has  announced  he  won't  seek  the  1996  Repub- 
lican presidential  nomination.  Too  bad  for  the  GOP  and 
the  nation.  A  spirited  Kemp  candidacy  would  have  had  a 
wonderfully  positive  impact  on  the  evolving  views  of  other 
candidates.  As  chairman  of  Empower  Ameri- 
ca, a  grass-roots  reform  organization  that 
Kemp  cofounded  two  years  ago,  I  see  first- 
hand his  zeal  for  promoting  economy-ex- 
panding, pro-individual  opportunity  policies. 
Republicans  arc  right  to  focus  on  downsiz- 
ing the  intrusive,  arrogant,  incompetent  fed- 
eral government.  But  they  must  offer  a  posi- 
tive progrowth  agenda  to  first  consolidate 
and  then  expand  its  beachhead  as  the  majority 
party.  Cutting  budgets,  busting  bureaucra- 
cies, reducing  regulations  are  all  means  to  an 
end,  not  ends  in  and  of  themselves.  If  the  Federal  Reserve 
continues  its  misbegotten  monetary  policy,  the  economy 
will  experience  unpleasant  weather.  Republicans  must 
respond  with  more  than:  "Let's  balance  the  budget." 
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Kemp  himself  will,  happy- warrior- like,  continue 
speak  out  forcefully  on  issues  such  as  taxes,  gold,  the  pes 
immigration,  the  status  of  the  District  of  Columbia,  etc 
He  has  already  achieved  far  more  in  public  life  th 
most  other  public  figures,  including  a  nui 
ber  of  our  presidents.  The  Kemp-Roth  ta 
cutting  bill  of  the  late  1970s  moved  t 
spirit  of  the  Republican  Party  away  from 
crabby,  root-canal  proclivities.  Ronald  Rt 
gan  made  Kemp-Roth  the  centerpiece  of  1 
economic  program,  triggering  our  long< 
peacetime  expansion.  The  resultant  boc 
enabled  the  U.S.  to  finance  its  largest  peac 
time  military  buildup,  while  defense  spen 
^  ing  never  absorbed  more  than  6.5%  of  GN 

This  was  a  contrast  to  the  1950s,  wh 
Pentagon  outlays  routinely  exceeded  10%.  The  buildi 
particularly  the  much  maligned  "Star  Wars"  effo 
played  a  critical  role  in  demoralizing  the  Soviet  Uni 
and  in  our  winning  the  Cold  War.  II 
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DRESDEN,  FREEDOM  RISES  FROM  THE  RUBBLE.  Germany's  greatest  church,  the  Frauenkirche,  was  bombed  flat  in  1945. 

".  here  Bach  and  Wagner  once  performed,  there  now  lies  only  broken  rock.  But  recently,  stonemason  Franz  Huber  and  a  team  of  other 

tisans  and  architects  began  to  painstakingly  resurrect  the  city's  symbol  of  harmony.  Once  IBM  reconstructed  the  Baroque 

ldmark  in  3-D  cyberspace,  the  team  could  begin  to  rebuild  the  ruins.  Guiding  them  is  an  IBM  RS/6000™  running  CATIA™ 

".  computer-aided  design  tool.  By  2006,  the  church  will  reach  to  the  heavens  once  more,  thanks  to  18th-century  craftsmanship 

*d  a  powerful  21st-century  tool.  What  can  IBM  help  you  build?  Call  1  800  IBM-3333,  ext.  G102,  and  find  out. 
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Solutions  for  a  small  planet' 


On  average,  a  UPS  package 
is  delivered  somewhere  in 
the  world  every  .008  seconds. 
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to  a  world  that 


I 


Welcome  to  the  Information  Age.  Computers  are  perched 
on  every  desk.  Business  is  global.  And  offices  are  virtual. 
The  work-a-day  world  has  reinvented  itself.  And  we,  at 
UPS,  have  reinvented  ourselves  along  with  it.  So  now 
we  do  more  than  deliver  packages.  We  do  things  others 
can't.  From  bar  coding  your  inventory  to  "warehousing  it. 
From  delivering  packages  to  200  countries  to  tracking 
them  around  the  world.  From  getting  your  package 
there  by  ground  or  by  air  or  by  8:30*  the  next  morning, 
if  that's  what  you  need.  The  truth  is,  as  long  as  the 
business  -world  keeps  moving  at  a  mind-numbing  speed, 
so  will  UPS.  Because  in  this  world,  there  are  no  penalties 
for  going  too  fast.  Just  for  going  too  slow. 

MOVING  at  the  SPEED  of  BUSINESS: 


iher  Comments 


Feast  and  Famine 

THE  issue  that  permeates  the  ques- 
tion of  a  balanced  budget  amend- 
ment is  spending,  not  taxes. 

It  is  similar  to  the  old  economic 
example  of  a  half-dozen  people  who 
go  out  to  dinner  and  beforehand  agree 
to  split  the  bill  evenly  among  them- 
selves regardless  of  what  any  particular 
person  orders.  Given  that  set  of  rules, 
every  dinner  partner  has  a  strong 
incentive  to  order  the  most  expensive 
dish  on  the  menu — even  though  the 
total  bill  may  far  exceed  what  any  one 
of  them  wishes  to  pay  for  dinner. 
-Martin  Anderson,  senior  fellow, 
the  Hoover  Institution 

Real  Reform  Can  Work 

[Mexico  should  establish]  an 
Argentine-type  currency  board, 
where  peso  money  supply  creation  is 
limited  to  the  value  of  foreign 
exchange  and  gold  reserves  on  hand. 
Then  the  peso  should  be  relinked  to 
the  dollar  at  a  fixed  exchange  rate, 
which  would  effectively  dollarize  the 
Mexican  economy  and  end  discre- 
tionary monetary  fine  tuning.  To 
back  up  the  currency  board,  Mexico 
can  draw  on  its  roughly  $20  billion 
credit  lines  from  the  U.S.  Treasury's 
exchange  stabilization  fund  and  avail- 
able IMF  bridge  loan  resources.  Wage 
and  price  controls  should  be  lifted, 


tax  rates  on  capital  and  labor  income 
should  be  reduced,  and  privatization 
should  be  stepped  up.  This  would 
restore  confidence,  and  global  capital 
inflows  would  resume.  U.S.  loan 
guarantees  would  be  unnecessary. 

Voters  who  want  smaller,  more  frugal 
government  at  home,  with  an  empha- 
sis on  personal  responsibility,  expect  no 
less  in  our  policy  dealings  abroad. 
-Lawrence  Kudlow, 
economics  editor,  National 
Review,  before  the  Senate 
Foreign  Relations  Committee 


Being  perfectly  well  dressed  pro- 
vides a  feeling  of  tranquility  that 
religion  is  powerless  to  bestow. 

-Ralph  Waldo  Emerson,  quoted 
in  "Ties  &  Men"  by  Vic  Gold, 
The  Washinjjtonian 

Idea  Man 

At  the  1992  GOP  convention  in 
Houston  Republicans  were  painted  as 
"extremist,"  "exclusionary"  and  "right- 
wing."  The  anti-GOP  rhetoric  will 
likely  be  harsher  still  in  1996  as  Newt- 
oids  try  to  shrink  government  and  are 
attacked  for  lack  of  compassion. 

Only  one  Republican  back  in  Hous- 
ton seemed  immune  from  such  criti- 
cism: Jack  Kemp.  He  was  seen  as  "inclu- 


"And  see  that  you  place  the  blame  where  it  will  do  the  most  good." 
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sionary,"  "tolerant"  and  "idealistic. 

Kemp  is  a  man  of  ideas — particula 
about  inclusion  and  growth  economic 
Says  one  GOP  activist:  "The  rest  i  >f| 
field  is  only  about  small  government 
-Ben  Wattenberg,  senior  fellow, 

American  Enterprise  Institute, 

New  York  Post 

Born  Leader 

When  Princess  [later  Queen]  Victc 
was  ten,  she  began  to  study  a  book 
genealogical  tables  of  the  kings 
queens  of  England.  Startled,  she 
to  her  governess  and  said,  "I  am  clod 
to  the  throne  than  I  thought."  Victor 
eyes  filled  with  tears.  Then,  solemnly, '. 
raised  her  right  forefinger  and  made  i 
famous  declaration,  "I  will  be  good."|' 
-Robert  K.  Massie  and 

Jeffrey  Finestone,  The  Last 

Courts  of  Europe 

s.o.s. 

The  original  idea  of  Supplemen 
Security  Income  was  splendid.  It  was  I 
help  old,  disabled  and  blind  America! 
It  is  no  longer  recognizable. 

When  recipients  receive  cash  asd  i 
tance  but  no  rehabilitation  or  job  trail 
ing,  there  is  a  disincentive  to  wor 
When  SSI  payments  are  higher  thjj 
AFDC  payments,  parents  are  egged  < 
to  qualify  their  children  as  disabli 
Drug  addicts,  offered  cash,  have  lit) 
incentive  to  conquer  the  addicti( 
because  it  means  losing  SSI  benefits 

The  American  taxpayer  is  willing! 
help  those  who  genuinely  merit  hd 
but  no  longer  to  subsidize  the  addic 
ed,  the  ignorant,  the  mischievous  ai. 
the  work-shy. 
-Mortimer  B.  Zuckerman, 

editor-in-chief,  U.S.News  & 

World  Report 

What  a  Bargain 

The  Maharishi  Mahesh  Yogi,  gu 
to  the  Beatles  and  Mia  Farrow,  amo 
others,  offered  to  send  transcended 
meditators  to  Broward  County,  Fla., 
stop  crime  by  emitting  harmonic 
vibrations.  The  cost:  ten  cents  a  day ) 
county  resident,  or  $47  million  a  ye 
-The  Progressive  I 
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1  he  changes  in  the  QE2  can  he 

summed  up  in  tour  words:  new  race,  old  soul. 

I  serve  as  Captain  or  the  QE2. 

And  my  rather  was  the  original  Captain. 

So  I  think  I  know  something  ahout  this  ship. 

It  is  the  classic  ocean  liner,  with  spacious 

interiors  and  miles  or  decRS-"^" 

Now  the  QE2  has  heen  handsomely 

refurbished,  with  contemporary  public  areas, 

even  more  comfortable  staterooms,  and 
an  enhanced  selection  or  recreational  activities 

designed  to  compliment  any  lifestyle. 
One  thing  that  has  not  changed  is  the  standard 
of  service,  which  is,  as  always,  unsurpassed. 

You  will  not  find  people  like 

Captain  Ronald  Warwick  on  any  other  cruise  line. 

Which  is  why  no  other  cruise  line 

can  give  you  the  experience  ol  Cunard. 


.unar 


d.  We  make  all  the  dirt 


erence. 


There's  a  Cunard  cruise  for  every  lifestyle.  For  more  information 

or  reservations  on  any  of  Cunard's  fine  ships, 

see  your  travel  agent  or  call  Cunard  for  a  complimentary  brochure. 

1-800-221-8200 


CUNARD 


14M 


Queen  Elizabeth  2 


feeling 
this. 


Hive 


Investaphobia. 

The  fear  of  choosing  the  wrong 
fund,  of  losing  money.  How  to 
conquer  it? 

First,  choose  an  amount  of  money 
to  invest  that  doesn't  make  you 
nervous.  Start  small.  Invest  monthly. 
(At  Janus,  you  can  open  an  account 
for  as  little  as  $50  a  month.) 

Second,  ignore  the  "Hot  Lists"  of 
this  month's  winners.  Mutual  funds 
are  long-term  investments.  Over 
the  last  5- and  10-year  periods, 
you'll  see  that  almost  all  of  them 
make  money. 

(Janus  Fund  has  produced  positive 
total  returns  for  its  investors  20 
of  the  last  24  years.) 


Call    1-800-525-8983  ext.  405 


for  information.    (It's  nothing  to 
be  afraid  of.   Just  simplified  fund 
descriptions,   an  application  and 
a  prospectus.) 

Investing  shouldn't  be  scary.  At 
Janus,   it  isn't. 


Call  for  a  prospectus  containing  more  complete  information,  including  expenses, 
Please  read  it  carefully  before  you  invest  or  send  money.  A  plan  of  regular 
investing  does  not  assure  a  profit  or  protect  against  depreciation  in  a 
declining  market.  Past  performance  does  not  guarantee  future  results. 
Funds  distributed  by  Janus  Distributors,  Inc.  Member  NASD. 
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m  JANUS 
^  FUNDS 

[  $17  billion  in  assets  ] 


To  You  It'd  A  Cookie. 


To  Uj  ltd  A  Mm j Ion  Statement. 


The  fresh-baked  chocolate  chip  cookies  which  greet  you  upon  arrival  are 

more  than  a  welcoming  gift.  They're  a  simple  reminder  that  our  mission  is  to  make 

you  feel  at  home.  Now  with  more  than  100  Hotels  and  Guest  Suites  in  major  cities  from 

coast  to  coast.  For  reservations,  call  your  travel  agent  or  our  toll-free  number. 


DoubleTree 

Hotels    Guest  Suites 
Sweet  Dreamj 
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Commentary 

i  events  at  home  and  abroad 


Caspar  W.  Weinberger,  Chairman 


NATIONAL  SECURITY  REVITALIZATION 


4EN  Newt  Gingrich  (R-Ga.)  first  presented  his  "Con- 
ct  with  America,"  the  plan  was  immediately  attacked 
the  Democrats  as  a  program  that  would  take  us  back 
the  days  of  Reaganomics.  This  attack  was  one  of  the 
»rst  mistakes  in  the  history  of  political  strategies — going 
:k  to  Reaganism  is  exactly  what  the  people  wanted. 
On  Jan.  26  Secretary  of  State  Warren  Christopher  com- 
tted  a  similar  error  when  he  warned  the  House 
ternational  Relations  Committee  that  the  National 
:urity  Revitalization  Act  (H.R  7) — one  often  bills  that 

stitute  the  Contract — "would  threaten  to  end  U.N. 

icekeeping  overnight"  and  would  "deal     

icekeeping  a  lethal  blow."  Given  what  we 

e  seen  of  U.N.  peacekeeping,  it  is  likely 
)st  Americans  would  not  mind  giving  it  a 
rial  blow  so  we  could  start  over.  Also,  Mr. 
iristopher,  as  he  is  so  often,  was  wrong. 
H.R  7  does  not  prohibit  a  President  from 
ng  U.S.  troops  abroad.  It  only  restricts  his 
wer  to  subordinate  those  troops  to  U.N. 
rimand.  Even  such  subordination  could 
allowed  if  a  President  were  to  certify  that 
particular  operation  was  vital  to  our 
tional  security  interests  and  were  to  tell 
mgress  why  it  was  necessary  to  put  our 
>ops  under  the  command  of  a  foreign 
ional  acting  on  behalf  of  the  U.N. 

H.R.  7  also  provides  that  the  U.S.'  share  of  any  U.N. 
icekeeping  costs  be  credited  against,  so  as  to  reduce,  our 
lual  U.N.  dues.  Currently  we  are  assessed  31.7%  of  the 
N.  peacekeeping  budget.  The  next  largest  amount, 
.5%,  falls  to  Japan.  H.R.  7  would  reduce  the  U.S.' 
icekeeping  portion  to  25%,  which  would  still  leave  us 
nng  twice  as  much  as  Japan.  H.R.  7 — besides  linking 
r  funding  of  the  U.N.  to  required,  significant  manage - 
:nt  reforms — forbids  an  administration  to  raid  the 
fense  budget  to  pay  for  peacekeeping.  As  the  Heritage 
undation  points  out,  these  charges  should  be  paid  by 
:  State  Department  or  other  agencies  that  have  been  the 
)st  eager  to  have  us  engage  in  peacekeeping  missions. 
The  most  flagrant  examples  of  this  "peacekeeping"  that 

Christopher  is  so  worried  about  are  in  Bosnia  and 
malia.  The  U.N.  has  contributed  23,000  lightly  armed 
ops  to  Bosnia.  Theirs  is  a  confusing  mission  of  helping 
trier  side.  They  are  dangerously  scattered  in  widely  sepa- 


Warren  Christopher:  One 

of  the  least  "ept"  of  the  inept 
Clinton  foreign  policy  team. 


rated  pockets  of  that  war-torn  land  and  can  do  nothing  to 
"keep"  a  "peace"  that  does  not  exist.  They  can  only  assist  in 
feeding  hungry  people  when  the  Serbs  allow  it.  Somalia  was 
a  similar  situation.  Peacekeeping  can  be  helpful  or  useful 
only  if  all  parties  involved  in  a  dispute  agree  to  peace  and  to 
having  forces  there  to  prevent  a  renewal  of  hostilities. 

Mr.  Christopher  told  the  House  Committee  that 
H.R.  7  would  leave  the  U.S.  the  choice  of  "acting  alone 
or  doing  nothing"  in  an  emergency.  Not  true.  The  bill 
does  not  prevent  the  President  from  organizing  a  coalition 
outside  the  U.N.,  as  did  President  Bush  in  the  Gulf.  It 
^^^^^^  does  not  hamper  the  President's  ability  to 
conduct  foreign  policy.  In  fact,  none  of  Mr. 
Christopher's  jeremiads  is  correct.  This  bill 
simply  recognizes  that  the  U.N.  is  incapable 
of  conducting  military  operations,  even 
when  it  is  not  blocked  by  Russian  vetoes. 

H.R.  7  also  commits  Congress  to  revers- 
ing the  "downward  spiral  of  defense  spend- 
ing." The  Heritage  Foundation  points  out 
that  President  Clinton  proposes  defense 
reductions  of  more  than  $156  billion 
through  1999 — over  twice  what  he  proposed 
in  his  1992  campaign.  The  "Contract  with 
America"  notes  that  the  General  Accounting 
Office  found  that  we  fall  $150  billion  short 
of  the  amount  needed  to  carry  out  our  basic 
military  strategy  over  five  years.  A  GOP  budget  presented 
in  1994  provides  for  $60  billion  of  that  amount,  and 
H.R.  7  creates  a  commission  to  review  defense  needs  and 
recommend  ways  of  securing  the  balance. 

Part  of  our  defense  funding  shortfall  is  due  to  extend- 
ed U.N.  peacekeeping  activities,  which  are  being  paid  for 
by  canceling  needed  new  weapons  systems,  vital  research 
and  development,  and  missile  defense.  (But  H.R  7  directs 
the  Defense  Department  to  "develop  for  deployment  an 
antiballistic  missile  system  [and]  advanced  theater  missile 
defense  systems,"  and  "not  later  than  60  days  after  the 
date  of  the  enactment  of  this  Act,  submit  a  plan  [to  Con- 
gress] for  the  deployment  of  [these]  systems.") 

It  is  hoped  the  new  Republican  majority  won't  be  misled 
by  Mr.  Christopher's  misreading  of  H.R.  7.  Under  this  bill 
a  President  can  use  our  forces  to  protect  our  peace  and  free- 
dom; only  if  he  feels  he  must  do  so  under  a  weak  and  irres- 
olute U.N.  would  he  be  restrained — as  he  should  be.    M 
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Special  Ad\  ortising  Supplement 


Barry  Kaye:  the  force 
behind  the  $7  trillion 
Wealth  Creation  and 
Preservation  Industry 

At  age  66,  Barry  Kaye  is  more  passionate  than  ever  about  what  he  does. 
Appearing  on  national  TV  and  speaking  at  over  110  seminars  around 
the  country  each  year,  he  shares  his  insightful  and  thought- provoking 
ideas  about  wealth  creation  and  preservation  with  thousands  of 
fascinated  listeners.  Yet  he  still  calls  himself  an  insurance  salesman. 
Those  attending  one  of  his  Wealth  Creation  and  Preservation  Seminars 
would  probably  call  him  an  Evangelist!   By  Arlene  Davidson 


For  years,  Barry  Kaye  has  stormed 
the  country,  giving  as  many  as  five 
3-hour  seminars  in  a  week.  Then  back 
on  a  plane,  he's  off  to  the  next  city. 
Roaring  at  his  audience,  he  tells  them, 
"Use  your  intelligence  and  common 
sense.  Use  logic.  Don't  be  a  victim  of 
conventional  wisdom!  Don't  you 
understand,  the  more  you  have,  the 
more  your  mistakes  will  cost  you!" 

Kaye  convincingly  conveys  the 
concept  that  insurance  can  not  only 
preserve  worth,  but  increase  it  —  in 
part  by  keeping  the  tax  collector's  cut 
at  a  minimum.  He  makes  it  very  clear 
that  there  is  a  way  to  pay  Uncle  Sam 
every  cent  of  the  estate  taxes  due 
and  still  leave  their  entire  fortune  to 
their  families. 

Someone  asks,  "How  can  you  do 
that?"  "I  told  you,"  he  shouts,  "Insurance 


is  the  most  powerful  tool  you  can  use." 
He  also  tells  them  his  concept  is  not 
for  everyone.  "If  you've  got  to  deprive 
yourself,  forget  it!  Go  have  a  good 
time!  Let  your  kids  worry  about 
themselves.  But  if  you've  got  'junk 
money'  (discretionary  income  you 
don't  need  for  daily  living  expenses) 
sitting  in  the  bank,  that's  your  kids' 
legacy!  That  money  can  be  working  to 
create  future  generations  of  millionaires 
for  your  family." 

Kaye  claims  his  seminars  are 
about  estate  tax  cost  discounting,  not 
insurance.  Insurance  is  simply  the 
funding  mechanism  used  to  pay 
those  taxes  at  a  great  discount.  How 
safe  is  it?  Very.  He  can't  even  cite  an 
example  of  any  insurance  company 
that  has  not  paid  off.  Calling  his 
seminars  to  order  in  a  booming  voice, 
he  commands,  "Do  I  have  your 


attention?  I  hope  so,  because  witi 
my  Die  Rich  and  Tax  Free  System,  I 
can  show  you  how  to  reduce  yoit 
estate  tax  costs  up  to  90%,  leverage 
your  IRA  or  pension  ten  to  twenty 
times  and  increase  your  $600,000 
estate  tax  exemption  up  to  $5  million! 
Are  you  interested?"  They're  interested  i 

Kaye  has  more  energy  than  thret ' 
20-year-olds.  And  his  enthusiasm  lJ 
and  zeal  are  contagious.  His  childrer.  ' 
Alan,  Howard  and  Fern,  who  work  If 
at  his  side,  share  his  passion  for  the " 
family  business  -  and  for  The  Wealt I: 
Creation  and  Preservation  Industr  ' 

Kaye  tells  those  attending  his|-K 
dynamic  seminars,  "There  are  two  r 
things  you  can  count  on.  You  will  dir" 
And  you  will  pay  estate  taxes!  So* 
what  are  you  going  to  do  about  if  i*e 
I  say  live  well.  And  buy  life  insurance  er 
He  has  protected  his  own  fortune|lj»T 
with  $23  million  in  family  policies.,.. 
When  he  dies,  he  will  leave  his  chili 
dren  and  his  grandchildren  enough' 
money  to  live  well  for  the  rest  of  then : 
lives.  As  a  matter  of  fact,  he  has  aty 
ated  generations  of  multi-millionaire  l:: 
that  have  yet  to  be  born. 


According  to  the  Bureau  of 
Statistics,  about  $14  trillion  will  I 
transferred  to  heirs  during  the  n 
twenty  years,  resulting  in  an  estim; 
$7  trillion  in  estate  taxes —the  basis 
today's  incredible  $7  trillion  Wealth 
Creation  and  Preservation  Indusl 
Although  Kaye  didn't  realize  the 
industry's  full  potential  when  he 
began  selling  insurance,  he  alwayj 
knew  people  would  eventually   J 
understand  that  "as  you  cure  youj 
health  with  medicine,  you  preseir 
your  wealth  with  insurance." 


"I   : 


I 


Barry  Kaye  —  a  kid  who  grew  I 
on  the  streets  of  New  York,  a  fora 
radio  and  TV  announcer,  life  insurar 
salesman,  best-selling  author,  financ 
authority  and  marketing  wizard  - 
hardly  realized  he  was  creating  a  n< 
industry.  He  recognized  a  need,  us 
his  marketing  skills,  and  sold  life 
insurance  because  he  believed  in  it 


results.  The  rest  is  history  in  the 
making.  ■ 


u;e 


avvvi 


rOUKE  GOING  TO  DIE 

AND  IT  WILL  COST  YOU  55%  OF  EVERYTHING  YOU'VE  GOT ! 


f  s  just  the  way  it  is.  We're  here  for  a 
le  and  then  we're  gone.  And  on  that 
Stable  last  day,  your  personal  stock 
ket  will  take  a  drastic  dive.  If  you're 
th  S3  million  or  more,  when  you  die, 
r  heirs  will  get  about  45%  of  their 
;ritance.  And  Uncle  Sam  will  spend 
rest  in  about  90  seconds,  possibly  on 

clips  and  note  pads.  Unless  you 
omething  about  it  now.  I  can  show 
how  to  optimize  your  wealth, 
Uncle  Sam's  full  tax  bill,  and  still 
e  your  loved  ones  their  entire 
iritance! 

T  LET  UNCLE  SAM  PLAY 
[THE  POT  WITH  YOUR  FAMILY 

ve  protected  your  estate  in  life.  Why 
n  death?  My  Wealth  Transfer  System 
work  for  you  as  it  has  for  countless 
rs.  Under  current  tax  laws,  I  can 
you  preserve  enormous  wealth  for 
rself  and  for  generations  to  come. 

|JCE  YOUR  ESTATE  TAX  COSTS  UP  TO  90%* 

lover  the  strategies  used  by  some  of 
feica's  wealthiest  families.  Learn  how 


m  use  life  insurance  as  a  powerful 
I  to  leverage  the  earning  power  of 
■r  IRA,  Keogh  or  pension  money, 
pay  their  estate  taxes  at  incredible 
ounts.  My  Wealth  Transfer  System 
already  saved  more  than  S3  billion 
awy  investors,  helping  them  legally 
ice  their  estate  costs  up  to  90%,  pay 


their  taxes  at  as  little  as  ten  cents  on  the 
dollar  and  leave  as  much  as  four  times 
more  money  to  their  heirs  and  favorite 
charities.  And  I  can  do  the  same  for  you. 
I  suggest  doing  what  so  many  major 
financial  planners  recommend;  "Invest 
in  life  insurance!"  It's  so  simple  I  can't 
understand  why  everyone  doesn't  do  it. 


CALL  FOR  MY  FREE  REPORT  AND 
SAVE  A  FORTUNE  ON  YOUR  ESTATE  TAXES 

My  FREE  report,  12  Wealth  Preservation 
Strategies,  outlines  the  simple  steps  you 
can  take  to  legally  avoid  making  mistakes 
that  drastically  reduce  the  value  of  your 
estate. 

THIS  FREE  PHONE  CALL 

COULD  SAVE  YOUR  HEIRS  MILLIONS 

Call  now,  and  ask  for  a  customized 
proposal  tailored  to  your  specific  financial 
situation.  Find  out  how  I  can  save  you  a 
fortune  in  estate  taxes.  The  report  and 
proposal  are  ABSOLUTELY  FREE.  There 
is  no  obligation  to  buy  anything.  Ever! 

order  mmmim/wMffiE! 

To  quote  Malcolm  S.  Forbes,  Jr.,  "Barry 
Kaye  once  again  conveys  the  concept 
that  insurance  can 
not  only  preserve 
worth,  but  increase 
it".  My  new  book, 
Die  Rich  And  Tax  Free! 
is  available  in  book 
stores,  or  send  S29.95 
plus  $4.10  for  S&H 
and  sales  tax  where  applicable. 

(MasterCard  and  VISA  accepted) 

CALL  TOLL  FREE 

(800)  932-5841 

WRITE  OR  FAX  TO 

Wealth  Creation  Centers5* 


America's  Foremost  Estate  Tax  Cost  Diso 


t  Specialist; 


LH  Barry  Kaye  Associates 

1901  AVE.  OF  THE  STARS'LOS  ANGELES,  CA  90067 
(310)277-9400  FAX  (310)282-0775 


Barry  Kaye,  America's 
foremost  expert  on  estate 
tax  cost  discounts  and 
respected  author, 
appears  at  seminars 
and  on  national  TV, 
sharing  insightful  ideas 
on  how  to  preserve  the 
American  dream. 


'Based  on  current  assumptions     ©1995  Wealth  Creation  Centers™  Barry  Kaye  Associates 
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is  pure 

EXCESS. 


The  Supra  cockpit  has  been  designed 
similarly  to  a  motorcycle  cowling, 
"wrapping"  the  driver  in  the 
instrument  cluster  for  maximum 
control  and  input. 


Three    hundred    twenty    HORSES.    Tw  i  n  -  s  e  q  u  e  n  t  i  a  1    TURBOS 
Race-inspired    front    and    rear    double-wishbone    SUSPENSION} 
If    that    doesn't    get    the  JUICES    going,    try    this. 
It's    got    the    best    P  O  W  E  R- TO  -  W  E  I  G  H  T    ratio    in    its    class, 
and    does    0    to    60    in    4.6*    seconds.    The    1995    Toyota    Supra    TURBO. 


It'll    make    you    SCREAM    at    the    TOP    of    your    lungs. 
And    lie    awake    at    night,    DREAMING. 
Call    1 -800-GO-TOYOTA    for    a    brochure    and    location 
of    your    nearest    dealer. 

®  TOYOTA  SUPRA 

I  Love  What  You  Do  For  Me 


The  raw,  brute  power  of  this 
heavy-breathing  24-valve 
twin-turbo  will,  literally,  take 
your  breath  away. 


■  '■■'■" 
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Seed  corn  is  back  in  fashion 


fcital  spending 
grown  faster 
le  14  quar- 
since  this 
very  began 
i  at  the  same 
t  in  the  four 
vious  economic 
ms. 


Stunning  is  the  only  way  to  describe  the 
capital  spending  boom  in  1994.  Spending  on 
plant  and  equipment  increased  in  real,  infla- 
tion-adjusted terms  by  no  less  than  17%  over  the 
year  before.  Even  more  significant,  the  share 
of  capital  spending  accounted  for  by  high-tech- 
nology equipment  was  47%  (see  chart). 

The  high-technology  share  is,  however, 
probably  even  larger  than  the  official  numbers 
suggest.  The  official  category  includes  spend- 
ing on  such  things  as  computers,  peripherals, 
telecommunications  and  scientific  instru- 
ments. But  it  does  not  include  spending  on 
equipment  that  embodies  lots  of  chips  and 
software — for  instance,  machine  tools  or  textile 
equipment  incorporating  computer  controls. 

Recognizing  the  value  of  accurate  capital 
spending  information,  the  Commerce  Depart- 
ment and  the  Census  Bureau  this  spring  will 
switch  to  a  new,  more  reliable  method  of  col- 
lecting capital  investment  data,  especially  in 
services.  Nobody  is  saying  how  much  this  will 

High-tech  wedge 

Producers'  durable  equipment  investment  ($billions  1987) 


Total 

High  technology* 


"Computers,  peripherals,  telecommunications,  etc. 
Source:  Bureau  of  Economic  Analysis 


add  to  investment  levels,  but  the  change  could 
be  substantial.  The  new  method  will,  for  exam- 
ple, capture  such  things  as  leased  or  expensed 
personal  computers.  It  will  also  pick  up,  for  the 
first  time,  investment  spending  by  small  firms 
with  fewer  than  five  employees. 

Another  important  outcome  of  the  change 
will  be  to  improve  the  official  measure  of  U.S. 
industrial  capacity. 

A  factor  behind  the  Federal  Reserve's  rais- 
ing rates  seven  times  in  the  past  year  has  been  the 
apparent  squeeze  on  capacity  (utilization  is 
now  up  to  an  85.4%  rate,  above  the  level  that  is 
said  to  lead  to  inflation).  The  new  higher 
investment  statistics  will  have  the  effect  of  re- 
ducing the  use  rate,  maybe  by  as  much  as  two 
points,  lowering  it  below  the  Fed's  trigger  level. 

Investment  spending  is  expected  to  contin- 
ue to  increase  in  1995,  perhaps  by  another  9%  to 
10%  in  real  terms.  This  strength  is  being  driven 
by  corporate  profits,  which  are  at  an  alltime  high 
in  real  terms.  Cash  flow,  which  is  the  best 
indicator  of  future  investment  levels  (see  this 
column,  May  24,  1993),  is  also  at  record  levels. 

Capital  goods  production,  which  now  ac- 
counts for  around  9%  of  the  U.S.  economy, 
contributed  roughly  one-third  of  the  U.S.'  4% 
economic  growth  last  year.  The  sector  could 
account  for  an  even  greater  share  in  1995. 
With  world  economic  growth  picking  up,  espe- 
cially in  Europe,  growing  U.S.  capital  goods 
exports  should  more  than  offset  any  slight  slow- 
ing in  domestic  investment  rates. 

Note:  The  last  time  the  capital  goods  sector 
carried  the  burden  of  economic  growth,  in  the 
early  1980s,  the  dollar  was  one-third  stronger 
(on  a  trade -weighted  basis)  than  today.  A  weak- 
er dollar  will  make  U.S.  capital  goods  even 
more  competitive. 


A  Mexican  deal  written  in  sand 


The  money  for  the  Mexican  bailout  is  al- 
ready pouring  across  the  border.  By  the  first 
week  in  February,  the  U.S.  Treasury  had  sent 
$2.5  billion  from  an  existing  $9  billion  swap 
fund  created  before  the  present  crisis.  Then 
the  International  Monetary  Fund,  despite  in- 
tense objections  from  many  European  gov- 
ernments, sent  S7.8  billion. 

Yet  note  this:  There  was,  at  the  time  this 
issue  went  to  press,  no  written  agreement,  no 
specific  deal  on  paper  between  the  U.S.  and 
Mexican  governments.  The  actual  conditions 
the  Mexicans  will  have  to  comply  with  in  ex- 
change for  the  bailout  were  still  in  the  early 
stages  of  negotiation. 

In  theory,  Mexico  must  sign  an  agreement 


before  it  can  tap  the  $20  billion  exchange  stabili- 
zation fund  from  the  U.S.,  another  $10  billion 
from  the  IMF,  $10  billion  from  the  Bank  for 
International  Settlements,  plus  $2  billion 
shared  by  Canada  and  a  bunch  of  Latin  Ameri- 
can countries.  In  reality,  the  money  will  prob- 
ably flow  whether  or  not  a  deal  is  signed. 

Assuming  Mexico  does  agree  to  some  con- 
ditions on,  for  example,  privatization  and  an 
economic  austerity  program,  how  will  Mexi- 
co's compliance  be  measured?  By  using  its  woe- 
fully inadequate  economic  statistics,  a  fact  that 
has  some  in  Washington  mighty  worried. 

U.S.  Treasury  officials  remain  sanguine. 
They  plan  to  rely  on  the  reports  of  IMF  staff 
paying  periodic  visits.  Cold  comfort,  that,     tm 
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THE  NIKBtS  INUtX 


BY  SHLOMO  I.  REIFMAN 


Tht        3>f?s  Index  (1967=100) 
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Current  267.lt 

Previous  265.9 

Percent  change         0.5°/c 
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Has  the  Federal  Reserve  tightened  too  much?  So  fear 
Morgan  Stanley  economist  Stephen  Roach.  He  notes  tha 
inflation  in  the  manufacturing  sector  is  rising  faster  thai 
in  the  more  representative  services  sector — the  reverse 
earlier  decelerations  in  inflation.  Roach  thinks  the  FJ 
overemphasizes  the  threat  of  inflation  by  ignoring  thi 
moderate  growth  in  wages  and  is  concentrating  on  priq 
increases  for  things  like  commodities.  Meanwhile,  tW 
Forbes  Index  for  December  shows  a  0.5%  gain  for  th 
month  and  a  respectable  7%  increase  for  1994. 


Other  key  rates 

Prime  rate 

Auto  sales  year  to  date  vs  1 994' 

Index  ot  leading  indicators  Dec  vs  Nov 

Trade  balance2 12  months  ended  Nov  1994 

All-commodity  producer  price  index3  Dec  vs  Nov 

GDP  4th  quarter  vs  3rd — annualized  growth 

M24  (3-month  change) — annualized  growth 

1  U.S.-based  manufacturers,  excludes  imports,  as  of  1/31/95. 2Total  goods  and  services,  'Wholesale  goods! 
4  Includes  Ml  (public  currency  and  checking  deposits)  plus  savings  accounts  and  money  market  fundi] 

■■■■■^■■■^■■■■■■^■■■■■^■■■■■■■■■■■ii 


Source 

Status 

Chase  Manhattan  Bank 

9.0% 

Ward's  Automotive 

-3.4%' 

Dept  of  Commerce 

0,1% 

Dept  of  Commerce 

-$io5 a 

Dept  of  Labor 

0.2%j 

Dept  of  Commerce 

4.5%j 

Federal  Reserve 

0  4% 

Index  components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  8  equally  weighted  elements:  The  cost  of 
services  relative  to  all  consumer  prices,  the  level  of  new 
orders  for  durable  goods  compared  with  manufacturers' 
inventories,  total  industrial  production,  new  housing 
starts,  personal  income,  new  claims  for  unemployment 
compensation,  total  retail  sales,  total  consumer 
installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  in  these  charts. 


Services     •    Total  index 
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Inventories      •    New  orders 
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135 


Consumer  price  indexes  (1982-84  average=100) 
all  urban  consumers,  unadjusted  (Dept  of  Labor) 
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Manufacturers'  new  orders  and  inventories 

($billions),  seasonally  adjusted  (Dept  of  Commerce) 
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Industrial  production  index  (1987=100), 
seasonally  adjusted  (Federal  Reserve) 


3400 


3300 


3200 


3100 


New  housing  starts  (thousands)  privately  owned, 
unadjusted  (Dept  of  Commerce) 


Personal  income  ($billions)  wage  and  salary 
disbursements,  seasonally  adjusted  (Dept  of  Commerce) 
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New  unen,,  ioyment  claims  average  for  month 
(thousands),  se    /nally  adjusted  (Dept  of  Labor) 
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Retail  sales  ($billions), 

seasonally  adjusted  (Dept  of  Commerce) 
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Consumer  installment  credit  ($billions)  total, 
seasonally  adjusted  (Federal  Reserve) 
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Was  he 


}f  course,  no  one  ever  apologized  just  to  get 


liles.  But  when  you  do,  use  the 

—  y 

citibank  AAdvantage'  card  and  you'll 

tarn  one  AAdvantage  mile  on 
American  Airlines'4  for  every  dollar 


A^A  CITIBANKS        you  spend*  And  if  getting  miles 

£!£^  /Advantage" 
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do  the  right  thing,  we're  all  for  it. 
The  Citibank  AAdvantage 
card.  To  apply,  call  I-800-FLY-4444. 
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With  an  iced  tea  on  the  back  porch  of 
his  Mississippi  home.  In  the  quiet  writing 
space  above  his  garage.  Even  at  the 
baseball  diamond  where  he  coaches  the 
"Mighty  Marlins,"  his  son  Ty's  little  league 
team.  Author  John  Grisham  can  take  his 
new  IBM  ThinkPad*  360CE  anywhere  to 
work  on  his  next  big  idea.Whether  it's  for 
a  new  novel,  or,  more  importantly,  for  the 
Marlins'  crucial  '95  season  opener. 
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When  it  comes  to  leverage,  even  the  U.S.  junk  bond 
artists  could  learn  a  trick  or  two  from  Frangois  Pinault, 
a  French  financial  artist  whom  the  home  folks  call . . . 

Capitalist 


without  capital 


By  Ellie  Winninghoff 

Mention  the  name  Francois  Pinault 
in  California  business  circles  and  all 
you  will  get  is  a  shrug.  Mention  the 
name  around  the  Paris  Bourse  and 
almost  anyone  will  respond,  "Ah!  le 
capitaliste  sans  capitaux,"  the  capital- 
ist without  capital. 

The  capitalist-without-capital  could 
have  a  lot  riding  on  the  decision  of  a 
California  court.  This  58-year-old 
Frenchman  controls  Pinault- Prin- 
temps-Redoute  (sales,  $18  billion),  a 
retail  octopus  of  70,000  employees 
that  operates  under  such  names  as 
fnac  and  Prisunic  and  sells  everything 
from  electronics  to  cosmetics.  He 
hopes  soon  to  control  a  lot  of  famous 
U.S.  names  as  well.  Last  year  he 
bought  50%  of  Aurora  National  Life 
Assurance  Co.  of  Los  Angeles,  the 
reincarnated  Executive  Life  Insur- 
ance Co.  Two  years  ago  he  bought 
about  half  of  Executive  Life's  junk 
bond  portfolio  from  a  subsidiary  of 
the  government-owned  bank  Credit 
Lyonnais.  In  Executive  Life's  portfo- 
lio rested  control  of  such  quintessen- 
tially  American  companies  as  Flor- 
sheim  shoes,  Samsonite  luggage, 
Converse  sneakers,  Vail  Mountain  re- 
sort, Chi-Chi's  restaurant  and  more. 

The  California  Court  of  Appeal  is 
about  to  decide  whether  to  rescind 
what  may  well  be  the  greatest  financial 
coup  of  the  decade:  the  1991  "auc- 
tion'" of  Executive  Life  Insurance 
Co.'s  $6  billion  junk  bond  portfolio 
to  junk  bond  vulture  Leon  Black  and 
his  client,  Altus  Finance,  a  subsidiary 
of  Credit  Lyonnais  (see  Forbes,  Mar. 
14,   1994).  If  that  sale  is  undone, 
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Printemps  store 
The  Paris  landmark 
every  tourist  knows. 


Executive  Life's  former  policyholders 
will  go  after  the  bonds  themselves,  the 
assets  they've  turned  into  or  the  prof- 
its generated  by  them. 

It  has  recently  become  clear  that 
Francois  Pinault  is  the  major  money- 
man  behind  Leon  Black,  the  onetime 
Drexel  Burnham  Lambert  underling 
who  has  risen  to  wealth  and  power 
amidst  the  ruins  of  the  Drexel  Burn- 
ham  empire.  He  is  the  largest  limited 
partner  in  the  Black  partnerships  that 
managed  the  junk  bonds  and  now 
would  have  claim  on  the  assets  that 
stood  behind  some  of  the  junk  bonds. 

If  he  is  unknown  in  the  U.S.,  Pi- 
nault is  very  much  part  of  the  tight 
little  group  that  runs  France.  "He  is 
an  outsider,  but  he  works  with  the 
establishment  and  is  protected  by  it," 
says  French  shareholder  activist  Co- 
lette Neuville.  One  close  friend:  Jac- 


ques   Chirac,    former    conservative 
prime   minister,  now  candidate  foi 
president.    A    former    henchman    i 
right-hand  man  to  socialist  Michel  stiitr 
Rocard.  Pinault's  business  adviser  iiiai 
Alain  Mine,  eminence  grise  to  Primn  hm 
Minister  Edouard  Balladur.  mi 

The  American  financial  types  who  ostb 
built  empires  on  junk  bond  financing  In  191 
have  nothing  to  teach  Francois  Pi'  isaml 
nault.  When  Leon  Black  was  lookinjl  fove; 
for  backers  he  did  not  have  to  do  a  lo<  'lapse 
of  explaining  to  Pinault.  Many  of  thlJ  lange  i 
junk  bonds  in  Executive  Life's  portfoo  strto 
Ho  defaulted  during  the  artificialll  afaed 
induced  junk  bond  crisis  of  1989  anil  nault !e 
1990  and  later  were  converted  infci  'ought 
controlling  equity  stakes  in  comps.  'ince.  Ii 
nies  with  sales  of  over  $20  billion  actor 
These  were  mostly  good  companie; 
They  defaulted  simply  because  the*  inkruj 
were  overleveraged  or  were  unable  t  m\V] 
roll  over  maturing  debt. 

Pinault  knows  all  there  is  to  kne 
about  leverage.  At  16,  he  quit  schoc 
to  log  trees  for  his  father's  sawmill  i 
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littany.  After  his  father  died,  he 
Icided  he  could  make  more  money 
Iding  wood  than  producing  it.  Dur- 
m  the  recessionary  Seventies,  Pinault 
lilt  a  wood  empire  by  picking  up 
10  small  and  medium-size  business- 
I  and  oudets  for  virtually  nothing, 
ipstly  in  bankruptcy  court. 

In  1985  French  bankruptcy'  court 
ms  a  vulture's  paradise — as  it  became 
few  years  later  in  the  U.S.  after  the 
lllapse  of  Drexel  Burnham.  A 
lange  in  French  law  had  made  it 
kier  to  take  over  busted  companies 
la  fixed  price  regardless  of  their  debt. 
Iiault  leaped,  staging  two  coups  that 
■ought  him  fame  and  notoriety  in 
lance.  In  1986  he  paid  one  symbolic 
t  nc  for  the  equity  of  Isoroy  (sales, 
$  70  million),  France's  dominant  but 
tnkrupt  plywood  manufacturer.  He 
tmed  Isoroy  around  in  six  months. 

Another  big  deal  followed;  both  in- 
fixed political  string-pulling.  By 
188,  when  Pinault  Group  went  pub- 
I,  it  was  involved  in  all  phases  of  wood 


Frangois  Pinault 

His  takeover  techniques  have  left 

unhappy  shareholders. 


production  and  distribution  save  for 
owning  the  forest.  Pinault  was  called 
"le  roi  du  bois,"  the  king  of  wood. 

He  soon  became  a  king  of  leverage, 
but  instead  of  using  junk  bonds  to  get 
assets  with  paying  cash,  he  used  stock. 
Compagnie  Francaise  de  l'Afrique  Oc- 
cidentale  (1989  revenues,  $3.6  bil- 
lion )  was  a  trading  company  with  roots 
in  French  colonialism.  Between  1989 
and  1990  he  acquired  a  third  of  the 
company.  Under  French  law  that  is 
called  a  blocking  minority,  and,  at  that 
time,  once  you  had  it  you  were  obligat- 
ed to  bid  for  another  third.  But  Pinault 
didn't  bid.  He  merged  the  trading 
company  with  his  wood  business. 

When  the  dust  cleared,  Pinault  had 
grabbed  the  remaining  two-thirds  of 
CFAO  for  about  20%  more  than  the  first 
third  he  had  bought.  Without  any 
cash.  In  fact,  he  netted  cash  from  the 
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entire  deal.  Two  or  three  months  after 
he  took  control,  he  sold  a  CFAO  sub- 
sidiary for  about  $590  million.  In 
December  1990  he  sold  cfao's  chic 
downtown  Paris  headquarters — to 
Credit  Lyonnais — for  $250  million. 
In  April  1991  Pinault  bought  Confor- 
ama  ( 1 99 1  sales,  $1.4  billion ) ,  a  home 
furnishings  chain.  Price,  $870  million. 
Again,  a  paper  transaction. 

Next  prize:  the  retailing  conglom- 
erate and  department  store  chain 
Printemps  (1991  sales,  $7  billion). 
After  winning  over — and  later  fir- 
ing— its  chief  executive,  he  bought 
the  controlling  block  of  stock,  but  he 
engineered  the  deal  so  he  did  not  have 
to  meet  the  requirements  of  French 
law  when  acquiring  control.  This 
saved  him  from  having  to  buy  the 
whole  company.  But  he  still  had  to 
buy  two-thirds,  so  he  swapped  Con- 
forama  for  two-thirds  of  Printemps.  It 
was  virtually  a  no-cash  deal  and  one 
that  left  a  lot  of  unhappy  Printemps 
shareholders.  Every  time  Pinault 
made  a  deal  the  minority  shareholders 
seemed  to  come  out  with  less  market 
value  than  they  went  in  with. 

The  deal  also  left  Printemps  deeply 
indebted.  In  1989  Pinault  Group 
owed  $76  million;  in  1992,  after  he 
merged  it  with  Printemps,  it  owed 
$3.2  billion.  Hence  the  new  tide: 
capitalist  without  capital. 

Pinault- Printemps,  as  the  merged 
company  was  called,  suffered  dwin- 
dling profit  margins  in  the  early 
1990s,  and  the  debt  became  difficult 
to  carry.  In  1993  Pinault  began  dump- 
ing assets.  But  the  prize  outfit,  54%- 
owned  La  Redoute,  the  Printemps 
subsidiary  (revenues,  $3.2  billion), 
was  throwing  off  gobs  of  cash.  Should 
he  sell  that?  No  way.  It  would  be 
smarter  to  find  a  way  to  consolidate  it 
on  Pinault-Printemps'  books.  With 
just  another  41%  of  the  stock  he  could 
do  this  under  French  law. 

Lacking  cash  to  make  a  tender,  he 
simply  merged  the  companies,  giving 
Redoute's  shareholders  Pinault-Prin- 
temps stock.  The  share  exchange 
would  depend  pardy  on  relative  mar- 
ket prices.  At  this  point  a  very  conve- 
nient thing  happened  for  Pinault. 
During  the  five  weeks  prior  to  the 
merger  announcement,  Redoute's 
shares  dropped  1 5% — despite  good  re- 
sults and  a  rising  stock  market.  More 
luck:     During     the     previous     four 
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relationship 

Credit  Lyonnais, 
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and  Leon  Black 
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is  hard  to  nail 
down  and  often 
changes. 
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'Les  Documents  d'mformation,  Assemblee  Nationale.  2A  December  1992  Pinault-Prmtemps  financial  document. 
'Crazy  Lyonnais,  by  Eric  Leser,  Calmann-Levy,  1995.  "Estimated. 
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months,  Pinauit- Printemps'  share 
price  rose  47% — despite  poor  results. 

The  outcome  was  a  share  exchange 
that  was,  to  put  it  mildly,  most  satis- 
factory for  Francois  Pinauit.  French 
securities  regulators  at  the  Commis- 
sion des  Operations  de  Bourse  (cob) 
launched  an  investigation  into  the 
convenient  coincidence,  but  in  De- 
cember it  said  it  had  found  no  evi- 
dence of  wrongdoing. 

The  French  have  lots  of  reason  to 
be  cynical  about  their  government, 
and  the  way  mergers  work  in  France 
gives  them  more  reason.  The  court 
appoints  merger  commissioners  to 
analyze  and  bless  valuation  of  the  two 
companies  and  come  up  with  a  fair 
parity  between  them.  Pinauit  chose 
the  court's  supposedly  independent 
commissioners,  and  provided  them 
with  the  data  they  analyzed  in  coming 
to  their  decision.  By  law,  Pinault-Prin- 
temps  also  paid  them. 

Redoute's  board  included  three  di- 
rectors who  also  served  on  Pinault- 
Printemps'  board.  Conflict  of  inter- 
est? By  U.S.  standards,  yes;  here  the 
duplicate  board  members  would  have 
abstained  from  voting  on  the  merger. 
No  such  scruples  exist  in  France. 
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So,  there's  no  mystery  why  this 
consummate  manipulator  of  capital 
structures  should  be  entranced  by  the 
possibilities  inherent  in  the  old  Exec- 
utive Life  junk  bond  portfolio. 

Forbes  has  raised  many  questions 
about  the  wisdom  and  even  the  legality 
of  the  transfer  of  the  Executive  Life 
junk  bonds  to  Leon  Black  and  his 
partner,  a  subsidiary  of  Credit  Lyon- 
nais. Among  other  things,  under  U.S. 
law,  banks  may  not  own  or  control 
industrial  companies.  Before  the  auc- 
tion took  place,  Leon  Black  had  to 
promise  the  Federal  Reserve  his  part- 
ner would  comply  with  these  laws. 
With  the  sale  of  about  half  the  assets  to 
Pinault's  company  the  following  year, 
that  promise  seemingly  was  kept. 

Or  was  it?  True  to  his  sobriquet  as 
capitalist- without-capital,  Pinauit 
borrowed  the  purchase  price  from  the 
same  bank  that  did  the  selling,  Credit 
Lyonnais.  The  purchase  lifted  Pi- 
nault's debt,  which  is  divided  between 
the  new  holding  company  created  to 
buy  the  bonds  and  Pinauit- Printemps, 
to  a  towering  $5  billion.  Credit  Lyon- 
nais, meanwhile,  remains  a  partner  in 
the  company  with  the  assets.  This  is  a 
holding  company  named  Artemis;  it 


also  owns  Pinault's  41%  of  Pinaultl  jni 
Printemp-Redoute.  fp( 

Are  you,  the  reader,  somewhat  conrit 
fused  at  this  point?  That's  probabliji 
what  Black,  Pinauit  and  the  folks  siji 
Credit  Lyonnais  hope  for.  Maybe  tht 
courts  and  regulators  will  be  con 
fused,  too. 

What  is  Pinault's  relationship  witilj 
Credit    Lyonnais?    Good    question^ 
The  bank  is  80%-owned  by  the  Frenojl 
government,  but  it  clearly  has  a  higj 
regard  for  Francois  Pinauit.  "Crec 
Lyonnais  and  Pinauit  have  a  famili 
relationship,"  a  prominent  French  a; 
torney  explains  delicately.  "It's  hardt. 
know  who's  the  father,  who's  the  son  « 
who's  the  brother,  who's  the  nephev  '  ^ 
It  is  completely  interconnected." 

Yes,  indeed.  Last  year,  saddled  witi 
bad  loans  and  requiring  governmei  / 
cash  infusions,  the  bank  appointe 
Pinauit — reportedly  one  of  its  to 
three  debtors — to  its  board. 

This  much  is  clear:  All  these  Frenc , 
folks  will  be  mighty  disappointed 
the  California  court  undoes  the  Exed 
utive  Life  auction.  To  the  extent  th 
profits  from  Executive  Life  don't  b« 
out  Credit  Lyonnais,  the  French  ta 
payer  may  have  to.  ' 
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conservative  with  a  sense  of  humor, 
e  creator  of  Mallard  Fillmore  is  bringing 
the  comic  strips  some  of  the  same  fresh  air 
jsh  Limbaugh  brought  to  broadcasting. 

Take  that, 
doonesbury! 


I  Dana  Wechsler  Linden 

ring  THE  Bush  presidency,  Garry 
ideau's  popular  Doonesbury  comic 
I  p  skewered  the  White  House  with 
I  :verent  depictions  of  Dan  Quayle 
|i  feather  and  George  Bush  placing 
I  "manhood  in  a  blind  trust." 
IVell,  move  over,  Doonesbury.  Here 
Ines  Mallard  Fillmore,  a  new  comic 
Ip  duck  (and  conservative  television 
loiter)  who  takes  a  dim  view  of  the 
Inton  White  House  and  the  left- 
ming  press.  In  Mallard  Fillmore 
Ips,  Clinton  staffers  walk  around 
Bi  paper  bags  over  their  heads  out 
embarrassment,  and  there's  a  gov- 
Iment-imposed  three-day  waiting 
iiod  for  buyers  of  high-fat  movie 
fccorn.  A  curmudgeon  who  hates 
lineal  correctness,  Fillmore  was 
md  only  after  his  station  identified 
m  as  an  "Amphibious-American.''' 
In  the  era  of  Newt  Gingrich  and 
Ish  Limbaugh,  Fillmore  has  be- 
ne the  hottest  launch  of  any  comic 
■p  in  years.  After  only  nine  months 


of  national  syndication,  Mallard  Fill- 
more already  appears  in  250  newspa- 
pers (dailies  and  Sundays),  or  about  1 
out  of  every  10  in  the  nation.  That's 
much  faster  out  of  the  gate  than  either 
Peanuts  or  Garfield  in  their  first  years. 

Financially  speaking,  Mallard  still 
isn't  near  Trudeau — Doonesbury  runs 
in  some  1,400  newspapers  and  has 
spawned  numerous  books.  Fillmore 
has  even  further  to  go  to  equal  Pea- 
nuts creator  Charles  Schulz,  who 
earned  some  $18  million  last  year 
between  syndication  fees,  book  sales 
and  licensing  of  Peanuts  characters 
on  everything  from  greeting  cards  to 
kids'  bandages.  By  Forbes  estimates, 
Mallard's  annualized  syndication  fees 
now  run  $260,000,  split  between  the 
cartoonist  and  the  distributor,  King 
Features  Syndicate. 

But  in  the  comics  business,  the  big 
money  comes  later.  And  plans  for 
books  and  plush,  stuffed  Mallards  are 
already  in  the  works.  "That's  the  brass 


ring,"  says  King  Features  Executive 
Vice  President  Lawrence  Olsen,  "and 
I  think  we're  going  to  grab  it." 

"I  saw  Mallard  as  tapping  into  a 
mood  a  lot  of  people  were  in,"  says 
editor  George  Althoff  of  Decatur, 
Ill.'s  Herald  &  Review,  which  re- 
placed Doonesbury  with  Mallard  after 
a  readers'  poll  came  out  heavily  in  the 
duck's  favor. 

Even  Portland's  Oregonian — a  dai- 
ly so  politically  correct  that  it  refers  to 
the  Washington  Redskins  as  "Wash- 
ington's football  team" — caved  in 
when  readers  voted  4,720  to  3,547  in 
a  telephone  poll  to  keep  Mallard. 
"Everybody  Duck,"  columnist  Bob 
Caldwell  publicly  lamented  after  the 
votes  came  in. 

Mallard  was  hatched  nearly  five 
years  ago  by  editorial  cartoonist  Bruce 
Tinsley,  then  at  the  Daily  Progress  in 
Charlottesville,  Va.  In  Tinsley's  last 
series  of  strips  for  the  daily,  Mallard 
took  aim  at  the  National  Endowment 
for  the  Arts.  "One  [strip]  asked  what 
would  happen  if  Michelangelo 
walked  in  and  wanted  a  grant,"  recalls 
Tinsley.  "The  nea  liked  the  naked 
people  but  objected  that  God  was  a 
man — what  would  the  impact  on  little 
girls  be?" 

Told  that  his  conservative  message 
didn't  fit  with  the  publisher's  vision, 
Tinsley  was  fired — in  his  view,  anoth- 
er victim  of  liberal  McCarthyism.  A 
year  later,  he  found  a  home  at  the 
conservative  Washington  Times,  and 
in  1992  King  Features  Syndicate  ap- 
proached Tinsley  about  picking  up 
the  strip. 

"Timing  is  everything,  and  the  tim- 
ing is  perfect,"  says  King  Features' 
Olsen.  M 
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Is  Disney's  Michael  Eisner  about  to  make 

a  major  acquisition?  Unless  his  stock  cools  down, 

he  may  strike  soon. 

"We  will  not  dilute" 


By  Lisa  Gubernick 

For  MONTHS  the  Walt  Disney  Co.  has 
been  a  favorite  kicking  boy  of  the 
business  press.  "Now  Playing:  Disney 
in  Turmoil,"  poked  the  New  York 
Times  last  fall.  "A  dead  investment 
mouse,"  sniped  cnbc  and  Money 
magazine  stock  tout  Dan  Dorfman  in 
mid-November.  The  stock  was  then 
at  44.  In  early  February  it  hit  an 
alltime  high  of  53V4 — an  addition  of 
$5  billion  to  Disney's  market  cap. 

Propelling  the  stock  was  strength  in 
nearly  every  aspect  of  Disney's  busi- 
ness. Earnings  for  the  first  quarter  of 
fiscal  1995  were  announced  on  Jan. 
26:  $482  million,  91  cents  a  share,  far 
more  than  even  Wall  Street's  most 
bullish  predictions.  The  Street  now 
thinks  Disney  will  earn  upwards  of 
$2.50  a  share,  up  another  20%. 

Looking  trim,  confident  and  fully 
recovered  from  coronary  bypass  sur- 
gery in  July,  khaki-clad  Disney  Chair- 
man Michael  Eisner  leans  over  a  Coke 
at  a  Hollywood  hotel  and  tells  Forbes 
that  Disney's  earnings  momentum 
will  continue.  "We  have  a  good 
brand,"  says  Eisner,  "and  we  know 
how  to  manage  it." 

Nearly  every  division  is  doing  well: 

Merchandising:  Ten  years  ago  Dis- 
ney sold  only  $110  million  of  Disney 
merchandise.  Last  year  the  figure  was 
$1.8  billion.  By  1998,  says  Barton 
Boyd,  Disney  consumer  products 
head,  it  will  be  around  $3.6  billion. 
Sales  of  Mickey  &  Co.  clothing  for 
teenagers  and  grown-ups  are  growing 
by  30%  a  year,  through  department 
stores  and  Disney's  352  own  specialty 
shops.  Eisner  has  just  reclaimed  the 
license  for  the  Winnie  the  Pooh  line  of 
characters  from  Sears,  Roebuck — 
which  should  mean  a  whole  new  line 
of  merchandise  this  year. 

Theme  parks:  After  a  year  of  Califor- 
nia earthquakes,  European  recessions 
and    headlines    of  violence    against 
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tourists  in  Florida,  attendance  at  Dis- 
ney's theme  parks  is  rebounding.  In 
Europe,  attendance  is  up  more  than 
6%  for  the  first  quarter  of  fiscal  1995. 
Florida  park  attendance  in  December 
was  up  8%  over  December  1993.  And 
the  rebound  should  continue  as  new 


marketing  campaigns  are  unfurledj 
"We  needed  to  take  another  look  ail 
who  our  potential  guests  could  be,' 
says  Judson  Green,  head  of  the  themci 
parks  division.  New  ads  will  promota 
the  Disney  parks  to  an  audiena 
broader  than  the  traditional  family — : 


puples  without  kids,  for  example, 
id  retirees. 

Animated  films:  Hoping  for  anoth- 
■  Aladdin  or  The  Lion  Kinjj,  Disney 
ill  release  Walt  Disney's  Pocahontas 
lis  summer  to  theaters,  and  as  a  sell- 
irough  video,  if  it  follows  The  Lion 
\injfs  precedent,  in  early  1996.  Fur- 
lier  ahead,  Eisner  eagerly  awaits  the 
i  traduction  of  digital  video  disk 
Ichnology  now  being  created  by 
my  and  Toshiba;  these  disks  will 
.place  videocassettes  and  usher  in  a 
|:w  stream  of  licensing  revenues. 
I  "We  may  be  the  main  beneficiary," 
lys  Eisner.  "We  have  33  animated 
lassies  that  can  be  repackaged  all  over 
fen." 

:  No  snakes  in  the  Magic  Kingdom's 
rassr  There's  one:  the  live  action  film 


studio.  Roth  cut  studio  overhead  by 
25%  and  pared  the  live  action  film 
release  schedule  to  about  25  a  year, 
from  Katzenberg's  more  than  40. 

Roth  is  also  getting  more  bang  out 
of  the  Disney  name  by  using  it  on 
more  films.  An  example:  Last  Christ- 
mas' The  Santa  Clause,  starring  hot 
Disney  property  Tim  (Home  Improve- 
ment) Allen,  was  originally  developed 
by  Hollywood  Pictures,  one  of  Dis- 
ney's grown-up  divisions.  To  expand 
the  potential  audience  Roth  marketed 
the  film  as  a  Disney  product,  and  The 
Santa  Clause  became  one  of  the  year's 
biggest  surprise  hits,  with  box  office 
receipts  of  $142  million. 

"Putting  'Disney'  on  it  made  it 
wholesome,"  explains  Roth,  who 
adds  the  film  should  sell  at  least  10 


General  Electric's  Jack  Welch  to  talk 
nbc.  But  the  prices  the  sellers  want 
turn  him  off.  Both  ge's  Welch  and 
CBS'  Laurence  Tisch  are  said  to  be 
looking  for  11  times  cash  flow  for 
their  networks — that  would  price  nbc 
at  roughly  $4.5  billion,  CBS  at  $5.5 
billion. 

"I'm  not  in  the  business  of  making 
Jack  Welch  or  Larry  Tisch  rich  men," 
says  Eisner.  "We  will  not  dilute  our 
stock." 

But  that  argument  loses  some  of  its 
force  as  Disney's  stock  climbs.  At  52  a 
share,  Disney  is  trading  at  over  21 
times  earnings.  At  a  recent  61  per 
share,  cbs  sells  for  17  times  earnings.  In 
essence,  then,  Eisner  could  offer  CBS 
shareholders  Disney  stock  worth  up  to 
25%  more  than  CBS'  current  price, 
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sney's  Michael  Eisner,  and  scenes  from 
he  Santa  Clause"  and  "Pocahontas" 
:  don't  forget  distribution. 


vision,  which  last  year  lost  some 
50  million.  "Way  before  anybody 
und  out,  we  were  unhappy  with  the 
rection  in  live  action,"  says  Eisner. 
Ve  decided  we  were  going  to  act  on 
before  the  world  had  us  act  on  it." 
Translation:  It  was  Jeffrey  Katzen- 
rg's  fault.  Disney  studio  boss  Katz- 
berg  quit  last  August  after  Eisner 
fused  to  name  him  president  of 
isney,  the  late  Frank  Wells'  old  job. 
The  press  had  a  field  day  with  Katz- 
berg's  departure,  claiming  his  ab- 
nce  would  seriously  jeopardize  Dis- 
y's  future.  But  along  with  his  suc- 
sses  Katzenberg  was  also 
sponsible  for  Fatherhood,  Cabin 
>y,  Holy  Matrimony  and  other  disap- 
»inting  live  action  films. 
Eisner  replaced  Katzenberg  with 
dependent  producer  Joseph  Roth 
d  charged  him  with  cleaning  up  the 


million  copies  when  released  on  vid- 
eocassette  before  next  Christmas. 

The  rising  value  of  Disney's  equity 
presents  Michael  Eisner  with  an  inter- 
esting problem.  It  increases  the  pres- 
sure on  him  to  make  a  major  acquisi- 
tion, perhaps  of  a  television  net- 
work— NBC  and  CBS  are  on  the  block. 

Unlike  Time  Warner  (see  p.  88), 
Twentieth  Century  Fox  or  Viacom's 
Paramount,  Disney  has  no  broadcast 
or  basic  cable  TV  network  over  which 
to  distribute  its  programming.  This 
could  present  a  problem  because 
pending  changes  in  program  syndica- 
tion rules  will  soon  permit  TV  net- 
works to  own  pieces  of  the  programs 
they  broadcast.  Disney  may  either  end 
up  having  to  share  ownership  of  the 
next  Home  Improvement  or  Ellen 
{ Disney's  two  top  prime -time  TV  hits) 
with  broadcasters,  or  risk  not  being 
able  to  get  its  programs  on  the  air. 

Or  Disney  could  buy  a  network  of 
its  own.  Eisner  says  he's  kicked  a  few 
network  tires;  he  took  a  dinner  with 
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without  diluting  the  earning  power  of 
Disney's  shares.  And  that  excludes 
whatever  synergies  might  arise. 

"There  would  be  giant  synergies  to 
owning  [a  network],"  enthuses  Rich- 
ard Frank,  Disney's  chairman  of 
television  and  telecommunications. 
"From  the  parks  to  the  specials, 
things  we  sell  anyway,  we'd  be  able 
to  theme  them  out  a  little  more — 
cross-promote,  put  on  Disney  golf 
tournaments." 

One  Hollywood  executive  who  has 
worked  closely  with  Disney  (and  asks 
to  remain  nameless)  thinks  if  the  stock 
continues  to  climb,  Eisner  may  be 
hard-pressed  not  to  make  a  move. 
"There  is  a  point  at  which  he  has  to 
use  his  stock,"  says  the  source.  "It 
becomes  overpriced  [relative  to  target 
companies'  stocks]  and  cheapens  the 
acquisition.  The  beauty  of  Disney  is 
the  board  is  solidly  behind  Michael. 
He  can  sit  there  and  be  cagey,  then 
sneak  up  on  someone.  Why  should  he 
show  his  hand?"  wm 
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While  some  utility  executives  embrace  competition, 
ston  Industries'  Don  Jordan  fights  it  tooth  and  nail. 

"This  is 
about  money" 


By  Christopher  Palmeri 

Last  month  Houston  In- 
dustries Chairman  Don  Jor- 
dan sold  his  company's 
nine-year-old  cable  televi- 
sion subsidiary  to  Time 
Warner  for  S2.2  billion, 
some  S650  million  more, 
after  taxes,  than  he  invested 
in  it.  Much  of  the  price  will 
be  paid  in  Time  Warner  pre- 
ferred stock  convertible  into 
5%  of  the  entertainment 
conglomerate's  equity,  giv- 
ing Houston  Industries  sig- 
nificant say  in  Time  War- 
ner's future  (see  story,  p.  88). 

Getting  out  of  cable  ^^^* 
means  Jordan,  63,  can  now 
focus  more  intensely  on  Houston  In- 
dustries' own  by  no  means  certain 
future.  Houston  Industries  is  a  S3. 8 
billion  ( revenues)  utility  that  has  long 
enjoyed  monopoly  rights  to  supply 
electricity  to  consumers  in  the  greater 
Houston  area.  It  earned  12.4%  on 
shareholders'  equity  for  the  12 
months  ended  in  September,  above 
average  for  utilities  in  its  region. 

But,  as  in  cable  television,  competi- 
tion is  breathing  fire  into  the  electric 
utility  industry.  Houston  Industries' 
territo,  rhe  refining  and  petro- 

chemical c  tal  of  the  world.  That 
means  a  lot  (  big  industrial  custom- 
ers that  coulu  uy  their  electricity 
cheaper  from  other  sources  if  Texas 
eve  opened  up  its  power  market. 
Burd  ned  with  excess  capacity,  many 
local  independent  power  producers 
want  to  sell  directly  to  Houston  In- 
dustries' customers. 

"We  will  drop  rates  in  Texas,"  vows 
Charlie  Goff,  boss  at  $727  million 
(revenues)  Destec  Energy,  a  publicly 
traded  independent  power  producer 
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Houston  Industries  Chairman  Don  Jordan 
Facing  a  powerful  fight  in  Texas. 


73%  owned  by  Dow  Chemical.  "Old 
plants  will  go  down." 

Don  Jordan  is  making  life  as  diffi- 
cult as  possible  for  Goff  and  other 
would-be  competitors.  Since  Des- 
tec's  contract  to  supply  electricity  to 
Houston  Industries'  Houston  Light- 
ing &  Power  unit  expired  in  Decem- 
ber, Goff  has  been  trying  to  sell  as 
much  as  1,000  megawatts  of  electric- 
ity— enough  to  power  1  million 
homes.  Under  current  law  Destec 
cannot  sell  power  directly  to  any  of 
Houston  Industries'  customers  but 
may  sell  to  utilities  and  to  big  munici- 
palities that  buy  their  own  power.  But 
for  that  Destec  must  distribute  its 
power  over  transmission  lines  owned 
by  Houston  Industries. 

When  Destec  tried  to  sell  power  to 
the  City  of  San  Antonio  last  summer, 
Houston  Industries  charged  trans- 
mission rates  substantially  above  what 
the  city  might  have  paid  for  power 
bought  from  a  utility.  San  Antonio 
has  since  negotiated  transmission 
rates  that  are  a  third  of  what  thev  were 


paying  initially. 

While    owning    the    transmission 
lines  gives  it  clout,  Houston  Indus-^ 
tries  also  has  weaknesses.  It  owns  319fl 
of  the  long  troubled  South  Texasj 
nuclear  plant.  After  years  of  bungling 
by  politicians,  utility  commissioner^ 
and  managers,  the  S5. 5  billion  plant  id 
finally  operating  at  capacity.  But  its 
high  cost  is  a  major  reason  Houston 
Industries'  rates  are  high  by  Texai 
standards.  Last  month  Houston  In-i 
dustries  offered  to  settle  a  rate  case  by 
rolling  back  rates  at  a  bottom  line  cost 
of  S43  million  (or  34  cents  per  share ) 
every  year. 
|       Jordan  has  been  invest! 
?  ing  in  electricity  generate 
1  ing  and  distribution  facili-i 
ties     overseas;     he     say* 
Houston  Industries  could  I 
be  earning  SI 00  million  aM 
year  in  profits  from  these  jfc 
ventures  by  the  end  of  theB 
decade.  Shorter  term,  del 
creased  interest  costs  cou-J 
pled  with  dividends  ( S41 
million  a  year)  from  thi 
Time     Warner     preferrec 
stock  should  boost  earn] 
ings  in  spite   of  the  ratfl 
rollback. 

But  the  threat  of  compe 
tition  will  only  grow.  Texas 
independent  producers  will  mod 
likely  win  legislation  that  insure 
open  access  to,  and  reasonable  pric 
ing  on,  the  big  utilities'  transmissioi 
lines.  A  nastier  fight  will  come  ov0 
whether  the  independents  can  se^ 
directly  to  big  industrial  customers 
a  process  known  as  retail  wheeling 
Houston  Industries  and  other  Texa 
utilities  have  proposed  a  ban — forev 
er — on  retail  wheeling,  arguing  tha 
smaller  customers'  rates  will  rise 
independent  producers  are  allowet 
to  cherry-pick  the  utilities'  best  cua 
tomers.  The  proposed  ban  won 
pass,  but  the  utilities  and  their  lobby 
ists  will  probably  keep  retail  compet 
tion  at  bay  for  years. 

Jordan  makes  no  apologies  for  h 
efforts  to  protect  Texans  from  com 
petition.  Thunders  he:  "One  thin 
vou  have  to  remember  is  that  this 
not  an  argument  about  who  can  suj 
ply  power  the  best  or  how  the  cu 
tomer  can  benefit.  It  is  purely  aboi 
money — who's  gonna  get  it,  who 
gonna  pay  it."  I 
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The  reason  to  start 

an  INVESCO  IRA  in  color. 

And  in  black  and  white. 


There  are  plenty  of  good,  solid,  black  and  white  reasons  to 
start  an  IRA  with  the  INVESCO  Industrial  Income  Fund.  It  out- 
performed the  Standard  &  Poor's  500  Index  for  every  1 5-year 
period  since  the  Fund  was  started  in  I960.  Your  Money  magazine 
recommended  it  as  one  of  the  top  low-cost  funds  for  your  IRA.; 
Forbes  called  it  a  "Best  Buy"  in  their  August  29,  1994  issue.5 
And  IRA  contributions  may  either  be  partially  or  fully  tax 
deductible  for  1 994. 

But  the  absolute  best  reasons  are  the  colorful  plans  you've 
made  for  your  retirement.  Those  are  the  most  compelling  reasons 
we  know  to  call  one  of  our  retirement  specialists  for  a  prospectus 


on  the  INVESCO  Industrial  Income  Fund.  You'll  receive  more 
complete  information  including  management  fees  and  expenses. 
Past  performance  is  no  guarantee  of  future  results.  Please 
read  the  prospectus  carefully  before  you  invest  or  send  money. 

INVESCO  is  part  of  a  $65  billion  global  investment 
management  network  that  has  been  helping  investors  for  over 
100  years.  So  call  before  April  1 7.  Or  use  our  convenient 
Easifax™  at  800-4000-FAX  for  faster  service.  INVESCO. 
Giving  investors  the       ^^\ 

world  since  I853.  |       J  INVESCO  FUNDS 

^^  800-221 -8772  ext.  163 
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!Y0UR  Mc*€V '3  *JXMBtXKh  Cf  MUSTS*  KCOME  EASED  ON  P30PRETARY  ANALYSSCffWORUANCE  AM)  EXPENSES  AS  OF  7/31/94. 

FORBES  RECOMMENDATION  M  THE  AUGUST  29TH.  1 994  SSUE,  BASED  ON  A  PROPHETARY  ANALYSIS  WHCH  WEIGHTS,  E0UALLY,  FIVE-YEAR  PERFORMANCE,  ADJUSTED  FOR  VOLATILITY,  AND  ANNUAL  OWNERSHIP  COSTS   DEFINED  AS  1  /5  OF 
ANY  FRONT-END  SALES  CHARGES  PLUS  AWWAL  OVERHEAD  AS  OF  6/30/94. 

JW  ASSUMES  RBMVESTMENT  OF  ALL  DMDEND  AND  CAPfTAL  GAIN  DSTRBUTIONS.  INVESTMENT  RETURN  AND  PraNCIPAL  VALUE  WILL  FLUCTUATE  SO  THAT,  WHEN  REDEEMED,  AN  INVESTOR'S  SHARES  MAY  BE  WORTH  MORE  OR  LESS 

-  obgwal  cost.  Please  consult  a  tax  adviser  on  your  speofc  needs.  INVESCO  Funds  Group,  Inc.,  Distributor. 


ne  glance  at  the  sculpted  lines  of  the  blessed  with  exceptional  character.  A  conclusior 


Legend  Sedan  LS,  the  liquid  finish,  the  flow  of  the  body  supported  by  a  breathtaking  balance  between 

design,  and  there's  no  denying  this  is  an  automobile  trement  and  performance.  From  the  softness  i 


Few  People  Are  Discernrou 
Very  Best  Which,  Of  Q"  Is 


"immed,  heated  front  seats.  To  its  powerful,  all-  which  produce  not  only  inspired  transportation.  But  also, 

n  engine.  From  its  Automatic  Climate  Control.  it  seems,  an  extremely  discriminating  clientele. 

Iken  handling  and  responsiveness.  Qualities  SOME  THINGS  ARE  WORTH  THE  PRICE.   »»OJi«ik 


•ugh  To  Appreciate  The 
Is  Part  Of  The  Appeal. 
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One's  strategists  thought  they  could  pay  almost 
any  price  for  a  bank  and  still  make  good  money. 
The  Chicago  market  taught  them  a  lesson. 

Hubris 

in  Columbus 


. 


By  Marcia  Berss 

Imagine  owning  the  five-and-dime 
when  Wal-Mart  comes  to  town. 
That's  how  Chicago  bankers  felt  in 
mid- 1991,  when  Columbus,  Ohio's 
giant  Banc  One  entered  the  Chicago 
metropolitan  area  by  buying  First  Illi- 
nois Corp.  for  about  $350  million. 
Recalls  one  Chicago  banker:  "Every- 
one was  scared  to  death." 

They  needn't  have  been. 
Operating  mainly  in  Chica- 
go's northern  suburbs, 
First  Illinois  Corp.  was 
earning  a  strong  1.3%  on 
assets  of  around  $1.7  bil- 
lion before  Banc  One  (cur- 
rent assets,  $88  billion) 
came  along.  For  the  12 
months  ended  Sept.  30, 
1994,  First  Illinois,  re- 
named Bank  One  Chicago, 
earned  just  0.6%  on  assets. 

Before  the  sale,  assets 
were  growing  at  an  annual 
compound  rate  of  over  5%. 
Under  Banc  One  they  grew 
at  a  compound  rate  of  only 
1%  through  the  first  half 
of  1994. 

Banc  One  was  no  novice  at  the 
acquisition  game.  It  has  bought  150 
banks  in  25  years  and  has  consolidat- 
ed them  very  efficiently.  Banc  One's 
return  on  assets  for  the  12  months 
ended  Sept.  30,  1994  was  1.4%, 
among  the  top  in  the  industry. 

What  happened  with  First  Illinois 
seems  to  have  been  a  case  of  hubris  in 
Columbus.  Banc  One  Chief  Execu- 
tive John  McCoy  agreed  to  pay  a  very 
rich  2.7  times  book  value  for  First 
Illinois.  This  was  nearly  70%  higher 
than  the  typical  Midwest  bank  of  simi- 
lar size  was  fetching  at  the  time,  ac- 


cording to  a  study  by  consultants 
Booz,  Allen  &  Hamilton.  "Looking 
back,  it  was  an  extremely  high  price," 
concedes  Stanley  Calderon,  a  Banc 
One  veteran  who  moved  from  Texas 
to  become  Bank  One  Chicago's  chief 
executive  in  mid- 1993. 

Some  area  bankers  believe  that  First 


Illinois,  which  has  only  a  1%  share  of 
the  entire  Chicago  metropolitan  mar- 
ket, was  meant  to  be  Banc  One's 
beachhead  in  Chicago.  From  there 
the  Columbus  team  would  acquire 
other  Chicago  banks  and  gain  critical 
mass  in  the  market.  But  the  high  price 
they  paid  for  First  Illinois  put  stars  in 
other  sellers'  eyes. 

"Once  they  [Banc  One]  paid  too 
much,  they  trashed  the  market  for 
everyone,  including  Banc  One,"  says 
a  Chicago  banker  who  asks  to  remain 
anonymous.  Banc  One,  never  violat- 
ing its  mle  against  dilutive  acquisi- 
tions, shopped  but  didn't  buy. 


Banc  One  traditionally  dominate 
midsize  markets,  and  there  are  signs! 
that  the  Columbus  team  did  not  fully 
appreciate  the  costs  of  doing  business 
in  a  big  city  like  Chicago,  by  far  Banc 
One's  largest  urban  market.  Market- 
ers from  Banc  One  headquarters  de| 
clarcd  they  wanted  to  introduce  Banc 
One  to  Chicago  with  hill-page  news! 
paper  ads  and  television  spots.  Then 
they  learned  that  the  advertising  costj 
would  wipe  out  Bank  One  Chicago's] 
earnings  for  the  year.  The  marketers 
settled  for  heralding  Banc  One's  arl 
rival  by  stuffing  announcements  in 
Bank  One  Chicago's  monthly 
statements. 

After  the  acquisition  closed,  salaries 
and  benefits  at  Bank  One  Chicago 
burst  out  of  control.  In  the  first  three 
quarters  of  1994,  payroll  expense  wJ 
nearly  37%  higher  than  the  same  peril 
od  in  1991.  The  number  of  employ! 
ees  ballooned  19%,  from  752  prior  to 
acquisition  to  897  in  1993. 

Calderon     blames     thl 
problem  on  a  poorly  exel 
cuted  merger  of  First  Illi- 
nois' data  processing  facili- 
ties into  Banc  One's  sysl 
terns.  Service  fell  during  the  i 
switchover,         generatin] 
more  complaints  and  mon 
people  to  service  the  co 
plaints.  "We  do  most  [da 
processing       conversion: 
pretty  well,"  says  Caldero 
"This  one  didn't  go  as  we 
as  we'd  like." 

Calderon   says   most 
Bank  One  Chicago's  buj 
have  been  ironed  out  and 
is  now  poised  to  make  gooi 
money  for  its  new  parenl 
In  1994's  third  quarter, 
sets  jumped  9%  and  the  workplai 
head  count  was  down  7%  from  r 
1993  peak.  In  November  Banc  O 
said  it's  cutting  over  4,000  empl 
ees;  tip  to  300  will  exit  Chicago. 

When  Banc  One's  stock  price  | 
covers — recently  28%  a  share,  it  w; 
selling  at  just  1.5  times  book  val 
and  24%  below  its  52-week  high- 
Chief  Executive  McCoy  will  probably  ^ 
start  buying  banks  again.  But  this  time 
he'll  go  forth  knowing  it  takes  more 
than  Banc  One's  name  on  the  do 
for  an  acquired  bank  to  make  mon 
Humility  is  often  a  bank's — any  co: 
pany's — best  hidden  asset. 
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Now  the  hardest  thing 
about  shipping  is  mastering  the  complexities 

of  the  double  did. 


<$$%      Introducing  FedEx  Ship/ 


the  revolutionary  new  desk- 
top snipping  sortware  from 
'FedEx.  Now  with  FedEx  Snip,  you  can  handle 
virtually  any  aspect  or  snipping  a  package  witn 
iust  a  few  clicks  or  vour  mouse. 


Using  your  modem,  tne  sortware  connects  your 
computer  directly  to  FedEx.  It  creates  snipping 
labels  and  prints  them  on 
your  own  laser 
printer.  Maintains  a  data 
base  or  your  customers.  Schedules  pickups, 
tracks  and  confirms  delivery  or  your  packages. 
All  raster  and  easier  than  ever  before.  Without  so 
much  as  picking  up  the  phone.  FedEx  Ship. 
Once  you  get  the  double  click  down,  it's  a 
whole  new  way  or  shipping  packages.  For  a 
free  copy  or  FedEx  Ship  sortware  for  Windows71 
or  Macintosh'  just  call  1-800-GO-FEDEX.* 


Si«   -► 


Federal  Express 

Our  Most  Important  Package  Is  Yours.' 


v-    ■-    Vv  v 


' 


ra' 


I 


KfU«, 


JUST     POINT.    CLICK    AND    SHIP 


Va>Jo.ii..ti»im«iWM*re»oftCcip      M*nntoJi  a  ■  itjutej  b*Wil  of  Applt  Corp     TDD:  1-800-238-M61. 


Many  catalog  merchants  ended  1994  on  a  sour  note. 
Prosperity  will  resume,  but  for  smaller  players 
the  bad  news  isn't  over. 


Growing 
pains 


By  Howard  Rudnitsky 

It  was  like  watching  a  tornado  com- 
ing toward  you.  Companies  in  the 
$57  billion  mail  order  business  knew 
they  were  going  to  have  problems, 
come  1995.  Paper  prices  were  going 
up  again — 11%  on  top  of  a  previous 
7%  rise,  with  more  to  come.  Third- 
class    postage    rates    increased    14% 


when  the  new  year  dawned.  These 
things  really  hurt  in  a  business  that 
uses  more  than  2  million  tons  of  paper 
to  put  some  12  billion  catalogs  in  the 
mail.  In  early  1995  UPS  raised  ship- 
ping rates  4%. 

Inflation  tamed?  Don't  tell  that  to 
the  mail  order  people,  who  suffered 


price  increases  way  above  the  official! 
figure  of  2.7%.  Seeing  the  blow  com! 
ing,  many  of  the  companies  mailecf 
10%  to  15%  more  catalogs  than  usual 
in  the  fall  in  an  effort  to  beat  some  ol 
the  cost  increases. 

The  result  was  what  Roger  Hamb- 
lin,  owner  of  Garnet  Hill,  a  $40  mil-; 
lion  outfit  based  in  Franconia,  N.H., 
calls  "catalog  clutter."  Yes,  the  order! 
flowed  in,  but  not  fast  enough  to  pay 
for  all  those  extra  catalogs.  With  thli 
average  American  family  already  subli 
jected  to  some  100  catalogs  a  year,  I 
lot  of  the  extra  mailings  ended  up 
right     in     the    wastepaper     basket!  1 
Hamblin  says  he  was  watching  anJl 
waiting  early  in  the  season,  but  salei 
were  slow  in  spite  of  the  heavy  au- 
tumn mailings. 

When  your  costs  rise  and  you  don'l  1 
get  much  additional  volume  for  the 
spending,  the  results  are  predictable™ 
Specialty  retailer  Spiegel,  Inc.,  whose  * 
catalogs   include   Eddie   Bauer   andc 
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|:wport  News,  is  one  of  the  biggest 
feitfits  in  the  mail  order  business, 
liegel,  which  also  has  over  300  Ed- 
ht  Bauer  retail  stores,  saw  its  earnings 
■  llapse  for  the  fourth  quarter  and 
|o  for  the  year.  (For  other  results, 
1:  table  below. )  Publicly  traded  mail 
Ider  stocks  have  been  hammered, 
lis  this  then  the  end  of  mail  order's 
I ig- running  boom?  No  way.  This 
Iisiness  has  caught  a  cold,  not  pneu- 
■Dnia.  WEFA  Group,  an  economic 
■recasting  firm  based  in  Bala  Cyn- 
■rd,  Pa.,  predicts  mail  order  revenues 
■11  grow  an  average  6%  a  year  over  the 
Ixt  three  years,  compared  with  an 
jsrage  4.7%  for  retail  sales. 
Iwefa  economist  Michael  Raimondi 
lints  out  that  even  with  the  increase 
1  costs,  demographic  trends  still  fa- 
ir the  industry.  Two-earner  families 
|»n't  have  the  time  to  make  lots  of 
Ips  to  the  mall.  Shopping  at  home  is 
|pre  comfortable  and  a  time-saver.  It 
icen  enables  buvers  to  avoid  state 


Spiegel's 
Columbus,  Ohio 
distribution  facility 
"We  will  be  able 
to  take  a  phone 
order  before 
noon, ship  out 
the  item  by 
4  o'clock.'' 


sales  taxes. 

One  reason  profit  margins  were  hit 
so  hard  last  year  was  that  a  number  of 
the  larger  companies  were  gearing  up 
for  future  growth.  For  example,  cat- 
aloger  Spiegel  is  in  the  process  of 
starting  up  a  new  $135  million  mail 
order  distribution  facility  and  ac- 
quired a  telephone  order  center. 
Lands'  End  spent  heavily  to  expand 
international  business  and  improve 
customer  service  with  two-day  mer- 
chandise delivery  to  replace  its  former 
up  to  five-day  delivery. 

Fingerhut,  which  specializes  in 
electronic  products  and  housewares, 
has  been  experimenting  with  new 
types  of  marketing.  The  $1.9  billion 
(revenues)  company  created  USA  Di- 
rect, a  subsidiary  that  produces  half- 
hour  infomercials  to  peddle  merchan- 
dise. It  also  had  invested  in  S  The 
Shopping  Network,  a  cable  TV  chan- 
nel that  never  got  off  the  ground. 

Some  of  these  companies'  expendi- 
tures should  pay  off  handsomely  in 
the  future.  However,  the  rise  in  costs 
and  the  increasing  sophistication  of 
the  marketing  and  technology  mean 
that  a  shakeout  is  at  hand.  Many 
smaller  firms  will  have  to  merge,  sell 
out  or  even  close  down.  The  most 
vulnerable  catalogers,  says  Thomas 
Tashjian,  managing  director  of  First 
Manhattan  Co.,  are  those  with  reve- 
nues between  $30  million  and  $70 
million.  The  small  guys  will  have  trou- 
ble growing  and  competing  with  the 


larger  companies. 

Why?  Those  larger  companies  ben- 
efit from  tremendous  economies  of 
scale.  For  example,  a  large  mail  order 
firm  may  buy  50  million  minutes  of 
time  for  its  800  number;  another  firm 
may  buy  only  4  million  minutes.  "The 
cost  per  minute  by  the  phone  compa- 
ny for  a  small  mail  order  firm  is  twice 
that  for  a  larger  one,"  says  Coy  Clem- 
ent, an  executive  vice  president  at 
Hanover  Direct,  a  $760  million  (reve- 
nues) mail  order  merchant  based  in 
Weehawken,  N.J.  The  big  boys  can 
buy  paper  cheaper,  too. 

Bulk  customers  get  discount  third- 
class  postage  rates.  In  theory  these 
lower  rates  are  available  to  smaller 
companies  as  well.  However,  not 
many  of  them  can  qualify.  The  dis- 
counts come  only  if  they  do  things 
like  presort  catalogs  by  five -digit  zip 
codes,  bundle  them  in  packages,  and 
ship  them  to  21  bulk  mail  centers  or 
other  dropoff  locations  around  the 
country.  Small  operators  aren't 
staffed  up  for  that  kind  of  sorting  and 
so  pay  higher  mailing  costs. 

Many  small  mail  order  houses  still 
don't  provide  bar  codes  to  enable  the 
post  office  to  employ  optical  scan- 
ning. They  may  get  hit  with  higher 
postal  costs  in  1996  should  the  reve- 
nue-desperate post  office  decide  to 
reclassify  the  non-bar-code  category. 

Michael  McSweeney  is  president  of 
Dimac  Direct,  a  direct  marketing 
company  that  does  a  good  deal  of 


i 


'Including  non-mail-order  revenues  where  applicable, 
actual  reported  figures.  'Fiscal  year  ends  Jan.  1995. 
Sources:  IBES,  Inc.;  Forbes  estimates. 


2Actual  June  30,  1994.     Estimates  unless  followed  by  A  for 
5Fiscal  year  ends  Jan.  1996.    6Fiscal  year  ends  Feb.  1995. 


Despite  rising  costs,  there's  growth  ahead 
for  big  mail  order  companies. 
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Managing  inventory  is  serious  business.  Especially  when  you're  dealing  with  hospital  supplies.  Like  custom-designe 
sterile  procedure  packs  for  hip  replacement  surgery.  How  does  Baxter  Healthcare  Corporation,  the  largest 
distributor  of  healthcare  products  in  the  world,  do  it?  ©  A  just-in-time,  stockless  inventory  supply  system  called 
the  ValueLink®  service.  Built  on  a  foundation  of  Microsoft®  products  (including  Windows  NT™  Server,  part  of  the< 
BackOffice  family),  with  the  help  of  Lante®  Corporation,  a  Microsoft  Solution  Provider.  ValueLink  enables  hospita 
to  order  supplies  online.  It  also  generates  a  huge  volume  of  purchase  orders,  since  Baxter  now  delivers  to  thousanc 
of  points  within  a  hospital,  versus  just  one:  the  loading  dock.  The  ValueLink  Distributed  Just-in-Time  Processor  is  I 
cost-effective  way  to  manage  and  meet  this  demand.      ValueLink  creates  a  virtual  corporation  between  Baxter  au 
its  customers  by  networking-and  seamlessly  integrating-their  information  systems.  ©The  result?  On  average, 
astonishing  99.3  percent  order  fill  rate  across  all  products.  Which  means  the  right  supplies  get  to  the  right  place 
the  right  time.  5  Rich  Gius,  Director  of  Information  Technology  for  Baxter,  adds,  "The  new  system  is  more  flexibl 
so  we're  able  to  customize  the  service  to  meet  each  hospital's  own  supply  management  needs."       To  learn  how 
Microsoft  can  help  you  gain  business  advantage  using  computers,  call  (800)  437-31  19,  Dept.  G4V 


The  hip  prosthesis  pictured  above  was  supplied  by  DePuy®  Inc.  and  is  not  available  through  a  Baxter  sterile  procedure  pack.  ©  1995  Microsoft  Corporation.  All  rights  reserved.  Microsof 
Where  do  you  want  to  go  today?,  and  Windows  NT  are  either  registered  trademarks  or  trademarks  of  Microsoft  Corporation  in  the  United  States  and/or  other  countries.  ValueLink  is  a 
registered  trademark  of  Baxter  Healthcare  Corporation.  DePuy  is  a  registered  trademark  of  DePuy  Inc.  Lante  is  a  registered  trademark  of  Lante  Corporation. 
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WHERE    DO   YOU    WANT   TO    CO   TODAY?"1 


Mail 


I  th  mail  order  firms.  De- 

Sweeney:  "The  combined 

postal  reclassification,  paper 

ther  cost  increases  could   be 

de\  istating." 

Expensive  technology,  often  be- 
yond the  reach  of  smaller  outfits, 
makes  the  big  outfits  more  efficient. 
Take  Spiegel's  state-of-the-art  distri- 
bution facility  in  Columbus,  Ohio. 
Says  Spiegel  President  John  Shea, 
"We  will  be  able  to  take  a  phone  order 
before  noon,  ship  out  the  item  by  4 
o'clock,  and  in  many  parts  of  the 
country  it  can  be  delivered  at  your 
home  or  office  the  next  day  or  so. 
That  compares  to  three  days  later  with 
our  old  Chicago  facility,  which  we  will 


Not  all  the  smaller  catalogs 
will  disappear.  The  whales 
will  swallow  many  minnows. 


be  closing." 

Shea  figures  that  in  five  years  CD- 
ROMs  will  supplement  printed  cata- 
logs. But  developing  the  use  of  CD- 
ROMs  may  be  beyond  the  means  of 
smaller  outfits. 

In  breaking  into  the  promising 
overseas  markets,  too,  size  is  an  ad- 
vantage. Lands'  End,  L.L.  Bean  and 
Spiegel's  Eddie  Bauer  are  launching 
and  expanding  catalog  operations  in 
such  countries  as  Japan,  Germany  and 
the  U.K. 

This  doesn't  mean  that  all  the 
smaller  catalogs  will  disappear.  The 
whales  will  simply  swallow  many  of 
the  minnows.  Says  Hanover  Direct 
.  hairman  Alan  Quasha,  "In  addition 
to  normal  mail  order  industry  revenue 
growth,  you  could  also  see  growth 
from  o  msolidation." 

The  process  has  already  started. 
Hanover  D  :ct,  which  owns  names 
like  Domestications,  a  large  home 
textiles  mark  :1  San  Francisco  spe- 
cialty retailer  and  cauloger  Gump's 
and  the  Com  ore,  has  hit  the 

acquisition  p;  January  it  an- 

nounced it  bought  Leichtung,  a  $35- 
million-a-year  catalog  merchant  spe- 
cializing in  tools  and  home  improve- 
ment items.  Other  acquisitions  are 
expected  later  in  the  year. 

A  giant  industry  is  entering  a  con- 
solidation stage.  WM 
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Oil  giant  Royal  Dutch/Shell  is  flush  with  cash 
and  assets.  But  profitability  is  sagging. 

Slow  payoff 


By  James  R.  Norman 

No  OIL  company  has  been  more  of  a 
darling  to  the  institutional  investor 
set  than  Royal  Dutch/Shell  Group — 
the  world's  biggest  public  oil  compa- 
ny. The  word  "big"  doesn't  do  justice 
to  Royal  Dutch.  The  group  encom- 
passes assets  of  $100  billion,  invested 
in  every  aspect  of  the  oil  business 
almost  everywhere.  Its  1994  revenues 
are  estimated  to  have  been  $127  bil- 
lion; its  $  1 2  billion  of  cash  and  mar- 
ketable securities  equal  those  of  a  fair- 
size  bank.  This  sprawling  empire  is 
owned  60%  by  Netherlands-based 
Royal  Dutch  Petroleum,  with  Lon- 
don-based Shell  Transport  &  Trading 
owning  the  rest.  Their  combined 
market  value:  $100  billion. 


But  the  institutional  investc 
don't  love  Royal  Dutch  just  for 
heft.  Over  the  past  decade  its  divider! 
has  more  than  tripled.  That  helpe| 
quadruple  its  stock  price;  despite  that; 
Royal  Dutch  still  yields  5%.  The  stoJ 
is  rather  like  a  bond  with  an  inflation^  I 
adjusted  coupon. 

Beneath  the  surface,  howevi 
trouble  brews.  Weak  oil  and  gas  pric 
have  held  the  group's  operating  pre 
its  flat  for  the  past  decade.  Return  < 
assets  has  slid  from  barely  7%  ten  yea 
ago  to  under  5%,  according  to  Sta 
dard  &  Poor's — a  poor  showing  cor 
pared  with  its  major  competitors 
table,  p.  64).  Thus  the  company 
been  able  to  maintain  its  record 


Royal  Dutch/Shell  Group  head  Cor  Herkstroter 

Trying  to  make  this  behemoth  company  grow  while  it  sheds  fat. 
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Franklin  Templeton  IRA. 


GOVEh  JT   B 


ND  ♦  AL   GOVERNMENT   INCOME    FUND 


Now  there  are  more  ways  than  ever  to  invest  for 
your  future  and  defer  income  taxes  with  an  Individual 
Retirement  Account  from  Franklin  Templeton.  Choose 
from  44  different  mutual  funds  —  international  equity 
funds  to  more  conservative  income  funds  —  all  profes- 
sionally managed  by  one  of  the  world's  largest  mutual 
fund  organizations.  Franklin  Templeton  IRA  accounts 
are  designed  to  grow  through  tax  deferred  compound- 
ing. We  make  it  easy  to  invest,  too.  You  can  have  regular 
monthly,  investments  of  as  little  as  $25  automatically 
transferred  from  your  bank  account  to  your  IRA.  And, 
you  can  move  your  IRA  assets  between  funds  at 
any  time  —  in  most  cases,  without  paying  additional 
sales  charges. 

IRA  contributions  may  still  be  deductible  on 
your  current  income  tax  return.  Call  your  investment 
representative  or  Franklin  Templeton  today  for  a  free 
brochure  that  helps  you  determine  the  deductible 
amount  of  vour  IRA  contribution  and  shows  you  how 
to  get  started. 


1 Shareholders  using  timing  services  will  be  charged  a  $5  fee  for  each  exchange.  Certain  funds  do  not 
permit  timing  accounts  or  there  may  he  certain  restrictions  as  detailed  in  each  fund's  prospectus.  The 
exchange  program  may  he  modified  or  discontinued  by  the  funds. 

Franklin  Templeton  Distributors,  Inc. 


mv-able  For  Roll 


Call  1-800- 
342-FUND 
Ext.    T602 


Franklin  Templeton  IRA 

777  Manners  Island  Boulevard 
San  Mateo,  CA  94404-1585 

p6&/l  would  like  a  free  Franklin  Templeton 
IRA  brochure  and  a  prospectus  containing  more 
complete  information,  including  sales  charges  and 
expenses  on  thefund(s)  checked  below.  I  will  read 
the  prospectuses)  carefully  before  I  invest  or  send 
money. 

LJ  Franklin  U.S.  Government  Securities  Fund 

LI  Franklin  Income  Fund 

IZ]  Franklin  Money  Fund 

LJ  Templeton  Foreign  Fund 

L~J  Templeton  Growth  Fund 

LJ  Please  send  me  a  brochure  on  the  other 
Franklin  Templeton  funds. 

Name 

Address 

City/State/Zip 

Daytime  Phone 


FRANKLIN 
TEMPLETON 


A  Member  of  the  $114  Billion  Franklin  Templeton  Group 
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Myal  Dutch:  rich  stock,  low  returns 

Royal  Dutch        Amoco 

BP 

Chevron 

Exxon 

Mobil 

Texaco 

Dividend 

Dividend/long-term  bond  rate  (7.77%) 

Stock  price,  Feb.l 

Price  minus  "bond" 

Estimated  retained  earnings  per  share 

Net  price/retained  earnings 

$5.10 
65.64 
111.88 
48.24 
1.28 

$2.40 
30.88 
58.00 

27.11 
1.08 

$2.35 
30.24 
77.63 
47.38 
2.19 

$1.85 
23.81 
44.63 
20.82 
0.91 

$3.00 
38.61 
82.50 
23.89 
0.68 

$3.40 
43.78 
86.38 
42.62 
2.06 

$3.20 
41.18 
81.63 
20.44 
-0.01 

37x 

25x 

22x 

23x 

35x 

21x 

NM 

Net  debt  ratio  (%)* 
Return  on  equity  (%)* 

1 
10 

17 
12 

37 
12 

33 
13 

24 
13 

30 
13 

38 
9 

*As  of  Sept.  30, 1994.    NM:  Not  meaningful. 
Source:  Southeast  Research  Partners. 

rising  dividends  only  by  steadily  in- 
creasing the  payout  ratio,  which  has 
tripled  to  80%  of  net  earnings.  For  a 
capital-intensive  business  like  oil,  this 
payout  is  probably  too  high. 

"The  return  on  investment  is  not 
high  enough,"  concedes  Cor  Herk- 
stroter, Royal  Dutch/Shell's  top  ex- 
ecutive— chairman  of  its  committee 
of  managing  directors.  Herkstroter, 
57,  is  a  numbers  man:  a  stolid,  mild- 
mannered  accountant,  Rotary  mem- 
ber and  tennis  buff  who  succeeded  Sir 
Peter  Holmes  in  1993. 

The  problem,  as  Herkstroter  sees 
it,  is  simple:  Shell's  costs  are  too  high, 
and  it  has  been  investing  in  explora- 
tion and  new  facilities  that  are  not 
yielding  immediate  returns. 

The  solution  is  not  so  easy.  Unlike 
American-style  chief  executives, 
Herkstroter  cannot  simply  bark  or- 
ders. Royal  Dutch  is  not  so  much  a 
company  as  a  federation.  Its  operating 
units  have  great  autonomy  over  bud- 
gets and  personnel  matters — and  the 
head  office  is  pretty  much  limited  to 
decisions  on  long-range  strategy.  Nor 
d  >es  the  company  confront  the  kind 
of  crisis  that  justifies  extraordinary 
action:  The  business  remains  profit- 
able and,  afte  deducting  cash,  there  is 
almost  no  debt.  Nevertheless,  to  keep 
up  with  investor  t  spectations  for  ever 
higher  dividends,  Herkstroter  is  un- 
der pressure  to  raise  profits.  This  can 
mean  only  one  thing:  Cut  costs. 

Firing  people  in  Europe  is  even 
more  expensive  than  firing  people 
here.  Severance  charges  can  equal 
three  years'  pay.  But  by  year-end  ana- 
lysts expect  Herkstroter  to  have  cut 
$1  billion  out  of  the  group's  rough!) 
$12  billion  in  annual  operating  costs. 
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Among  other  things,  this  involves 
reorganizing  some  of  the  firm's  100 
or  so  country-by-country  operating 
companies  into  regional  groupings. 
The  Scandinavian  units,  for  instance, 
have  consolidated  their  gasoline  mar- 
keting operations. 

Herkstroter's  goal  is  to  get  a  12% 
return  on  equity — 15%  on  older  as- 
sets, less  on  investments  just  coming 
into  operation.  This  is  a  fairly  modest 
goal:  It  would  require  a  reduction  of 
just  over  1%  in  Royal  Dutch/Shell's 
$86  billion  in  total  raw  materials  and 
operating  costs. 

That  12%  would  increase  operating 
earnings  more  than  $2  billion  a  year 
and  add  perhaps  $2  a  share  in  net 
earnings.  The  board  would  be  able  to 
keep  on  increasing  dividends  without 
further  stretching  the  payout  ratio. 

Shell  Oil,  the  group's  U.S.  arm,  is 
still  a  big  part  of  the  problem.  Shell 
Oil,  having  lost  money  in  1991  and 
1992,  has  already  gone  through  a 
tough  round  of  cost  cuts.  It  now  sells 
as  much  gasoline  with  four  refineries 
as  it  used  to  sell  with  five  and  has 
slashed  its  payroll  by  30%,  to  22,000, 
since  1990.  But  Shell  Oil  is  still  sad- 
dled with  1980s  investments  in  heavy 
oil  that  have  not  paid  off;  Shell  Oil's 
24%  of  the  group's  assets  deliver  only 
13%  of  the  profits.  Look  for  further 
cuts  at  Shell  Oil. 

Herkstroter  is  also  shedding  non- 
petroleum  assets.  In  late  1993  the 
group  sold  its  farm  chemicals  busi- 
ness. Last  year  it  sold  its  $2  billion 
(sales)  Billiton  metals  unit,  Herkstro- 
ter's original  employer.  Alas,  poor 
timing:  Chemical  and  metals  prices 
shot  up  right  afterward.  Shell  barely 
broke  even  on  the  sale  of  its  $2  billion 


One  way  to  view 
big  oil  stocks  ist 
treat  the  divi- 
dend as  a  bond 
yield,  then  look 
at  what's  left  as  1 
multiple  of  rein- 
vested profits. 
By  that  measure 
Royal  Dutch  trad 
at  a  rich  37  time; 
retained  earning 
But  its  10% 
return  on  equity) 
is  relatively  low. 


in  metals  assets.  Had  it  waited  it  mighfi 
have  done  much  better. 

Nevertheless,  more  asset  sales  arm 
likely,  possibly  the  forest  plantations! 
in  Chile  and  New  Zealand  and  photo-i 
voltaic  cell  production  in  the  Nether-r 
lands.  "You  should  concentrate  obi 
the  things  you  are  good  at,"  say*/ 
Herkstroter. 

Next  month  Royal  Dutch/Sheli 
will  put  the  bulk  of  its  Europeani 
petrochemicals  operations  into  a  newj 
50/50  joint  venture  with  Italy's' 
Montedison.  The  new  Montei 
should  have  sales  approaching  $7  bill 
lion  this  year.  By  combining  two  q 
Europe's  biggest  polypropylene  male* 
ers,  Royal  Dutch/Shell  should  bn 
able  to  minimize  new  capital  invest! 
ment  in  that  cyclical  and  only  modesti 
ly  profitable  business. 

Despite  the  cutting  and  trimming! 
the  Shell  group's  basic  strategy  re< 
mains  unchanged:  It  will  not  stint  on 
the  exploration  needed  to  increa&t 
production  volumes  and  replace  th 
reserves  it  uses  up  each  year.  Roys 
Dutch/Shell  is  heavily  into  deepwafl 
oil  drilling  and  expensive  LNG  prop 
ects.  It  will  spend  $5.5  billion  on  nev 
exploration  and  production  this  yean 
$1.5  billion  of  that  in  the  U.S.  alone 
Exxon,  with  roughly  similar  revenues 
is  spending  a  third  less. 

When — and  if — the  spread  of  ir; 
dustrialization  finally  drives  up  th 
price  of  oil,  all  this  exploration  an> 
development  will  pay  off  for  this  big 
gest  of  all  oil  companies.  But  for  th 
near  term  this  mighty  company  mun 
cut  costs  to  continue  making  inves 
ments  in  the  future  without  interrup 
ing  those  all-important  divider! 
increases.  ■ 
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The  greatest  form  of  advertisim; 
/■         is  still  word  of  nioutho 


"Under  the  skin,  these  cars  hint  at  the  dramatic 
changes  coursing  through  the  very  blood  of  the 
British  car-maker." 


The  Detroit  News 


"The  ride  is  comfortable  but  firm,  and  the 
powertrain  and  chassis  beg  to  be  driven  hard." 

—  Car  and  Driver 


"A  1995  Automobile  Magazine  All-Star., 
the  Jaguar  XJ6  matches  an  enthusiast's 
dream  of  what  a  Jaguar  sedan  should  be. 


-Automobile  Magazine 


"Combined,  the  changes  give  the  sedans  an 
improved  feeling  of  nimbleness  and  compo- 
sure, without  violating  that  sacrosanct  ride 
quality  for  which  Jaguars  are  famous." 

-Road  &  Track 


"A  little  bit  of  yesterday  and  a  whole  lot 
of  tomorrow." 


-Motor  Trend 


"...a  major  advance  in  quality." 


-Automotive  News 


"Drawing  on  the  retro  look  of  the 
Series  III,  Jaguar's  new  sedan  derives 
strength  from  what's  beneath  the  skin." 


— AutoWeek 

QUOTES  LIKE  THESE  HELP  explain  why  the  new  Jaguar 
XJ  Series  has  just  been  rated  one  of  Automobile 
Magazine's  1995  All-Stars.  "The  Jaguar  we've  been 
waiting  for,"  the  editors  rave.  See  your  dealer  for 
attractive  Dream  Lease  terms  and  a  test  drive  to  find 
out  why  this  is  the  Jaguar  you've  been  waiting  for. 
For  the  name  of  your  nearest  Jaguar  ^j£\^v 
dealer,  call  1-800-4-JAGUAR.  JAGUAR 


The  New  1995  Jaguar  XJ  Series 


Optional  equipment  \hovcn.  Enjoy  tomorrow.  Hucklf  up  today. 


Where  were  his  fellow  Republicans  when 

Democratic  knives  were  into  Newt 
Gingrich  over  that  book  deal? 

Gutless 
Republicans 


BY  THOMAS  SOWELL 
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Dr.  Thomas  Sowell  is  an  economist 

and  a  senior  fellow  at  the  Hoover  Institution 

in  Stanford,  Calif. 


It  so  happens  that  my  literary  agents  are 
the  same  people  who  represent  House 
Speaker  Newt  Gingrich.  Although  Writ- 
ers Representatives  have  not  been  able  to 
get  me  the  kind  of  money  they  got  him, 
they  are  widely  regarded  as  the  best  in 
the  business.  It  is  hardly  surprising  that 
these  agents  were  able  to  get  top  dollar 
for  someone  as  prominent  as  the  Speaker 
of  the  House  of  Representatives.  They 
got  a  $75,000  advance  for  a  classics 
professor  who  wrote  a  book  on  Peri- 
cles— and  not  Pericles'  sex  life,  either. 

The  way  these  agents  work  with  me  is 
that  I  write  the  books  and  they  handle  the 
business  end.  Usually  I  have  no  idea  what 
publishers  they  are  taking  the  manuscript 
to,  until  some  publisher  makes  an  offer. 
This  saves  me  the  trouble  of  dealing  with 
publishers,  and  some  publishers  may  be 
equally  grateful  that  it  saves  them  the 
trouble  of  dealing  with  me. 

According  to  Lynn  Chu  of  Writers 
Representatives,  Newt  Gingrich  was 
not  even  aware  that  HarperCollins  was 
interested  in  his  book  when  he  met 
with  Rupert  Murdoch.  Nor  was  there 
any  reason  why  he  should  know  that 
Rupert  Murdoch  owns  HarperCollins. 
I  didn't  know  it  until  this  story  hit  the 
media,    even    though    HarperCollins 


and  its  subsidiary,  Basic  Books,  have 
together  published  five  of  my  books. 

Why  should  Gingrich  or  any  other 
author  be  expected  to  know  such 
things?  If  he  were  going  to  negotiate 
his  own  book  deals  with  publishers, 
there  would  be  no  point  having  an 
agent  and  paying  a  commission. 

By  the  same  token,  if  the  head  of  an 
international  corporate  empire  like  Ru- 
pert Murdoch  is  going  to  be  dealing 
directly  with  authors  about  their  books, 
why  would  he  be  paying  salaries  to  a 
small  army  of  other  people  to  do  that? 

Gingrich  and  Murdoch  both  meet 
with  all  kinds  of  people  all  the  time.  It 
is  hardly  surprising  that  they  also  met 
with  each  othe'r.  It  is  news  only  be- 
cause of  all  the  clever  people  who  put 
two  and  two  together  and  got  seven. 

This  story  stayed  alive  in  part  be- 
cause the  media  demonizing  of  Ging- 
rich since  he  became  Speaker  of  the 
House  has  been  unrelenting.  The 
Democrats  in  the  House  have  their 
knives  out  for  him  not  only  because  he 
is  the  leader  of  the  Republicans,  but 
also  because  he  destroyed  former 
Speaker  Jim  Wright  over  a  book  deal. 

The  two  deals,  however,  were  as 
different  as  night  and  day.  Jim  Wright 
collected  his  speeches  in  Congress,  had 
them  printed  by  a  vanity  press,  and  sold 
huge  numbers  of  them  directly  to  lob- 
byists. Wright's  "book"  was  transpar- 
ently a  way  of  circumventing  the  laws 
restricting  how  congressmen  could  get 
money  from  lobbyists. 

Gingrich's  book  proposal  was  attrac- 
tive to  enough  commercial  publishers 
that  HarperCollins  was  just  one  of  those 
who  bid  in  the  millions  for  it.  Gingrich  is 
also  just  one  of  more  than  20  current 
members  of  Congress  to  write  books.  He 
is  also  just  one  of  a  number  of  authors  to 
receive  advances  exceeding  a  million  dol- 


lars.  Anita  Hill  is  another,  for  example.  I 

The  notion  that  there  is  something 
wrong  with  the  Speaker  of  the  Housa 
"capitalizing"  on  his  public  visibilitl 
ignores  the  fact  that  so  are  all  thl 
other  congressmen  who  write  book^B 
not  to  mention  Vice  President  All  i 
Gore  and  former  first  Lady  BarbarH 
Bush.  Mrs  Bush's  book  about  hefl 
dog  earned  more  monev  than  George!  ] 
Bush  made  as  President. 

None  of  this  is  so  esoteric  that  it! ' 
could  not  be  explained  to  the  Ameri-I 
can  people.  But  when  New  t  Gingrich! 
had  to  do  it  alone,  while  numeroi™ 
Democrats  were  demagoguing  againsH 
him  on  C-SPAN  and  elsewhere,  it  did  no! 
have  the  same  effect  as  if  his  Republican!  j 
colleagues  had  fought  back  with  him|  j 
and  exposed  the  hypocrisy,  the  doubl 
standards  and  the  witch-hunt. 

Instead,  the  Republicans  sat  on  th 
hands  and  let  the  smears  of  the  Demi 
crats  reign  supreme  in  the  media.  App 
ently  "the  appearance  of  impropriet) 
was  their  big  worry.  But  if  every  sme 
means  an  appearance  of  improprie 
then  we  may  as  well  erect  a  statue  ti 
Senator  Joe  McCarthy  on  Capitol  Hill 

What  impropriety  is  this  the  ad 
pearance  of?  That  Gingrich  too! 
money  from  Murdoch  to  look  afte 
Murdoch's  interests  in  Congress? 
that  was  the  reason  for  the  muld 
million  dollar  advance,  why  were  otn 
er  commercial  publishers  also  biddin 
millions  for  the  same  book? 

Even  after  the  Speaker  declined  th 


The  media  demonizing 
of  Newt  Gingrich 
has  been  unrelenting. 


tec 


advance,  the  argument  was  made  thai  wkJi 
he  will  still  make  millions  when  th 
book  comes  out.  But,  if  so,  then  th<nt- 
kills  the  theory  that  Murdoch  wat  ftp,, 
offering  a  disguised  bribe.  If  the  boo  -s: 
is  really  going  to  be  worth  million  ?r  . 
then  it  is  no  mystery  why  publishini  vj.  , 
houses  were  bidding  millions  for  it.     ,; 

We  are  no  longer  talking  about  thl  m» 
appearance  of  impropriety.  We  au 

talkine  about  the  perception  of  tl 

j       c  u  c-  '  'Nil 

mnuendo  of  the  appearance  of  impn 

priety.  What  is  far  more  disturbing 

the  appearance  of  gudessness  on  tl 

part  of  the  Republicans.  1 
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options  aren't  optional. 


CANON 


FREErf  t 

Memory  upgrade  kit  for  improved  operation. 

FREE      h 
FREE 


1 


I 


f  you've  been  waiting  for  the  right  moment 
to  buy  a  plain  paper  fax,  this  is  it.  Now,  for 
limited  time,*  the  fax  options  you  want 
ost  are  free. 

What's  more,  Canon  LASER  CLASS® 
x  machines  continue  to  save  you 
one\'.  That's  because    ^^^ 
_e  major  cost  of       ^^^^^^.  ^  M 

vning  a  fax  ^^^ 

ichine  isn't  buying     ^w 
it's  using  it.  And  Canon  ^^B 
^SER  CLASS  fax  machines     1 
ve  features  that  reduce  labor 
id  line-time  costs  so  much  they 
:  the  least  expensive  plain 

HI  CUSS  is  a  registered  trademark  of  Canon  Inc.  'This  offer,  which  mm  from  February  1  to  May  3 1, 1  W,  allies  to  die  LASER  CLASS  5000, 5500,7000  and 
0  and  to  the  FAX-L777  and  FAX-I  "90.  Offer  vanes  based  on  model  purchased.  Available  only  in  the  VS.  Ixxal  dealer  prices  may  vary, 
ion  L'.S.A.  does  not  warrant  or  endorse  third-party  software.  ©1 995  Canon  U.SA,  Inc. 


paper  fax  machines  you  can  own.  No  wonder 
Canon  received  an  Editor's  Choice  award  from 

What  to  Buy 
/    for  Business. 
And  there's 
one  more 
r    money-saving 
offer.  It's  the 
free  Fax 
Decision 
Maker's  Kit  to 
help  you  decide 
EDITOR'S      which  fax 
CHOICE        machine  will 
save  you  the  most  money. 


tASER  CLASS, 


For  your  copy  and  more  information, 
call  1-800-OK-  CANON.  At  Canon, 
saving  money  isn't  optional.  It's  built  in. 
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Is  book  publishing  going  the  way  of  the  nickelodeon? 

The  new  technologies  will  expand  the  demand 
for  what  publishers  do  best. 

The  twain 
shall  meet 


By  Paul  Klebnikov 

Printed  books  have  survived  a  great 
many  onslaughts  from  technology: 
radio,  movies,  TV.  But  will  they  sur- 
vive that  technological  hybrid,  part 
record,  part  movie,  part  print,  called 
multimedia? 


A  single  CD-ROM,  a  5 -inch  comput- 
er disk,  has  a  memory  capacity  equiva- 
lent to  250,000  pages  of  text.  It  can 
talk,  show  moving  pictures  and  move 
back  and  forth  among  the  different 
media  for  the  best  and  most  dramatic 


presentation  of  stories  and  ideas.  Can 
black  symbols  on  a  flat  page  compete? 

Nathan  Myhrvold,  senior  vice  pres- 
ident in  charge  of  advanced  technol- 
ogy at  Microsoft,  predicts  that  per- 
sonal computers  will  play  an  even 
larger  part  in  people's  private  livesi 
than  in  business.  Says  he:  "Within  a 
decade  people  will  be  using  pes  more  | 
for  information  and  entertainment \ 
than  for  data  or  word  processing."! 
Time  being  finite,  this  seems  to  imply 
that  people  will  spend  less  time  with 
books  and  magazines. 

A  lot  of  people  are  betting  that 
Myhrvold  is  right.  Last  year  Sony 
published  its  critically  acclaimed  CD-I 
ROM  of  The  Haldeman  Diaries,  and  it 
plans  up  to  30  new  titles  this  year.] 
Despite  its  well-publicized  technical 
problems  with  the  cdrom  version  of] 
The  Lion  King,  Disney  is  betting 
heavily  on  CD-ROMs.  "Multimedia  is] 
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Nathan  Myhrvold, 
head  of  advanced 
technology 
at  Microsoft 
If  people  will  be 
using  PCs  mostly 
for  information 
and  entertain- 
ment, who  will 
provide  the 
content? 
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was* 


Miners 


An    ENTIRE    ARMY 


COULDN'T    STOP    our 


AGENTS    from 


TAKING   CARE    of 


THEIR   CUSTOMERS 


Do   YOU   REALLY 


HINK    a    LITTLE  WIND 


is    GOING   TO? 


»ROPERTY 
'.   CASUALTY 


rom  the  Civil  War  to 
lodern  day  disasters, 
agents  have  always 
n  there  for  their 
ustomers. 


April  1861:  Tempers  were  flaring,  cannons  were  amassing,  and  the 
country  stood  on  the  brink  of  a  catastrophic  civil  war.  So,  on  their  own 
initiative,  our  Southern  agents  secretly  buried  their  customers  'policies 
in  order  to  protect  them  from  the  impending  devastation. 


Today,  you  '11  find  that  same  level  oj  commitment  in  every  one  of  our  6,000  independent 
kents  and  brokers.  Whether  you  need  help  choosing  a  policy  or  processing  a  claim  quickly. 
At  ITT  Hartford,  you  can  always  count  on  our  agents  to  be  there  for  you.  No  matter  how         III  HARTFORD 


iny  tornadoes,  hurricanes,  or  cannons  stand  in  the  way. 


nothing  average  about  l|pt,  just  as  there  is  nothing  average  ;  ] 

about  Timkens  ability  to  ih%ovate,  to  increase  quality,  to  control  |  >f[0 

costs  and  to  serve  customers.  j  ^ 

Timken®  bearings  and  alftw  steels  keep  setting  higher  standarc  I  l0Ile 


i  (S  THE  REGISTERED  TRADEMARK  OF  THE  TIMKEN  COMPANY. 


• 


r  their  industries.  Our  products  reduce  fuel  consumption, 
tend  equipment  life  and  are  friendly  to  the  environment. 
The  choice  of  Timken        _—  _  _    _  _  _  _^  _  _ 

rformance  is  a  long-term  |\f|     W%     wi   Iml 

cision  that  starts  saving  ^  J[  XTJL  JL  a  JLl  JLH 

Dney  immediately.  Worldwide  Leader  In  Bearings  And  Steel. 


■  : 


Book  y         filing 

.1  huge  market  for  us," 

pi  .'ton   Boyd,  president  of 

msumer  products  division. 

Microsoft  has  brought  out  three 
■n  titles  so  far  and  hopes  to  take  a 
leading  role  in  the  multimedia  mar- 
ket. Microsoft's  most  touted  title  up 
to  now:  Encartn,  the  CD-ROM  version 
of  the  Funk  &"  Wajjnalls  New  Encyclo- 
pedia(¥OKBES,  Feb.  28,  1994). 

A  cottage  industry  of  specialized 
multimedia  producers  is  springing  up. 
Voyager  Co.,  based  in  a  loft  in  Man- 
hattan, had  revenues  last  year  of  $12 
million  from  CD-ROM  versions  of 
books  like  Art  Spiegelman's  Mausznd 
Stephen  Jay  Gould's  On  Evolution. 
Says  Voyager  founder  Robert  Stein: 
"We  think  of  ourselves  as  book  pub- 
lishers. We  make  books  that  happen 
to  have  motion  pictures  and  sound." 

Multimedia  has  already  vanquished 
one  book  publishing  segment,  the 
$700  million  market  for  reference 
books  like  dictionaries  and  encyclope- 
dias. Here  sales  of  CD-ROMs  now  ex- 
ceed those  of  printed  versions. 

Next  target:  the  $9  billion  market 
for  textbooks  and  professional  books. 
Opines  Nader  Darehshori,  chairman 
of  Houghton   Mifflin:    "Within   20 


years,  most  study  materials  will  be 
computer-based,  not  printed." 

Another  key  segment  ripe  for 
multimedia  is  the  $2  billion  children's 
market.  Random  House  has  teamed 
up  with  Broderbund  Software  to  pub- 
lish multimedia  books  like  Ruff  s  Bone 
and  Just  Grandma  and  Me  for  kids 


Multimedia  has  conquered 
in  reference  books. 
Next  target:  the  $9  billion 
textbook  and  $2  billion 
children's  book  markets. 


who  may  be  getting  bored  with  print- 
ed books.  Children,  often  as  young  as 
3  years  old,  are  avid  consumers  of 
multimedia  products.  Is  that  impor- 
tant? These  kids  are  tomorrow's  con- 
sumers, and  they  are  likely  to  take 
their  taste  for  multimedia  with  them 
as  they  grow  up. 

Another  example  of  multimedia 
book  publishing:  Houghton  Mifflin  is 
publishing  a  CD-ROM  version  of  its 


Peterson  Guide  to  Birds,  which  may, 
show  photos  of  the  birds,  their  nests, 
their  eggs,  videos  of  the  birds  in  flight 
and  a  soundtrack  of  their  songs. 

All  very  impressive,  but  it  neglccd 
one  central  fact:  Technology  is 
means,  not  an  end.  TV  did  not  replacel 
movies.  Instead  it  created  a  vast  newl 
audience  for  them  and  created  an 
insatiable  demand  for  the  kind  ofl 
entertainment  moviemakers  do  best. 

So  it  will  be  for  books:  To  theli 
extent  that  computer-based  leisura 
time  activities  become  popular,  thew 
will  require  ideas  and  stories.  Ana 
that's  where  books  and  magazines  arei 
irreplaceable. 

Four  decades  into  the  TV  era,  booHl 
publishing  is  as  healthy  as  it  has  eveA 
been.  Despite  predictions  of  "tha 
dumbing  of  America,"  Americans  arai 
buying  more  books  than  ever  before; 
According  to  Veronis,  Suhler  &  Asso-ti 
ciates,  a  New  York-based  investment 
bank,  book  sales  grew  at  a  compound-l 
ed  annual  rate  of  7%  in  1988-93  an<^ 
are  expected  to  grow  at  that  rate  foil 
the  next  five  years.  That's  faster  than* 
the  growth  of  broadcast  TV,  newspajj 
pers,  magazines,  radio  or  films. 

Americans  spent  around  $25  bili^ 


Inathan  Newcomb,  president  of  Simon  &  Schuster 
Ve  are  the  merchant  bankers  of  the  intellectual  capital  markets." 


lion  on  books  last  year,  versus  $1 
billion  on  CD-ROMs.  The  rise  of  book- 
store chains  like  Waldenbooks, 
Crown  Books  and  Barnes  &  Noble 
has  vastly  expanded  the  market.  Now 
even  retailers  like  Musicland  and  Toys 
"R"  Us  are  getting  into  the  book 
business. 

Whereas  a  top  bestseller  would 
have  racked  up  sales  of,  say,  150,000 
copies  in  the  early  1960s,  now  sales  of 
1  million  copies  or  more  are  not 
unusual.  Robert  James  Waller's  The 
Bridges  of  Madison  County  has  sold 
5.3  million  copies  and  is  the  fastest- 
selling  novel  in  publishing  history. 

The  fact  remains,  however,  that  the 
average  consumer  spends  15  times  as 
many  hours  watching  TV  as  he  does 
reading  books.  So  why  are  book  sales 
booming? 

Alberto  Vitale,  chairman  of  Ran- 
dom House,  has  a  persuasive  explana- 
tion: "Communications  have  made 
people  curious  about  a  broader  range 
of  issues."  Instead  of  putting  books 
out  of  business,  TV  has  stimulated  the 
demand  for  them. 

The  smartest  people  in  the  business 
understand  a  basic  truth:  Books  are 
probably  the  cheapest  way  to  test  an 


You  always  told  yourself  that  someday  you'd  reward 
yourself  with  the  best. 

"I've  never  forgotten  how  good  it  felt  to  drive  a  car  with  a  big  V8." 

That  time  is  now.  Because  never  before  has  Fleetwood 
Brougham  offered  you  so  much  performance.  So  much 
luxury.  And  so  much  safety.  Of  course,  Fleetwood  Brougham 
also  grants  you  all  the  Cadillac  Owner  Privileges  you 
expect  including  24-hour  Cadillac  Roadside  Service. 

"I  waited  a  long  time  to  get  a  car  as  powerful  and  luxurious  as  my 
Fleetwood  Brougham.  Now  my  only  regret  is  that  I  waited  at  all." 

The  1995  Cadillac  Fleetwood  Brougham.  It's  time  to  stop 
dreaming.  And  start  driving. 


Cadillac 
f  l  e  e  t  w  o  o  d     b  r  o  u  g  h  a  m 

Creating   A   Higher   Standard™ 


Always  wear  salety  belts,  even  with  air  bags   0)094  C.M  Corp.  All  rights  reserved. 
CADILLAC.  fLEETWOOD.  BROUGHAM,.  CADILLAC  ROADSIDE  SERVICE.  CADILLAC  OWNER  PRIVILEGES*,  | 


Book  publishing 

idea      >r    a    story.    It    costs    maybe 

I  to  publish  a  book.  You  can't 

a  TV  scries  show  for  less  than 

.  eral  million  dollars.  Think  of  book 
publishing  in  this  way:  as  an  efficient 
form  of  market  testing  for  ideas  and 
for  stories.  Considering  the  fact  that 
book  publishers  bring  out  some 
50,000  new  titles  a  year,  books — 
together  with  magazines — are  socie- 
ty's dominant  clearinghouse  for  ideas. 
Says  Laurence  Kirshbaum,  Warner 
Books  president:  "Content  comes  in 
tiny  chunks.  You  need  a  publisher  to 
sift  through  it  and  pick  out  the  gems." 

It's  this  simple:  A  publisher  can 
bring  out  a  hundred  new  books  that 
fail,  but  he  still  makes  money  if  he  has 
a  good  backlist  and  if  he  happens  on  at 
least  two  or  three  bestsellers.  A  mov- 
iemaker or  TV  producer  would  never 
survive  if  he  had  such  a  low  rate  of 
success. 

Winston  Groom's  novel  Forrest 
Gump  sold  about  1 0,000  copies  when 
it  was  published  by  Delacorte  Press  in 


What  if 
Ashley  Wilkes 
ran  off  with 
Scarlett? 


While  it  seems  likely  that 
publishing  and  multimedia 
will  somehow  merge 
down  the  line,  there  are 
limitations  to  the  mar- 
riage. Some  will  vanish  as 
technology  improves. 
Others  will  not. 

Can  the  novel  be 
adapted  to  multimedia?  A 
lot  of  people  are  skeptical. 
There  arc,  of  course,  some 
theories  about  how  to 
make  multimc  dia  novels  at- 
tractive. One  of  these  is 
using  hypertext  to  give  a 
reader  some  choice  in  the 
way  the  plot  evolves.  In 
Gone  With  the  Wind  the 
reader  could  choose  to  find 
out  what  happens  if  Ash- 
ley Wilkes  decides  to  run  off 
with  Scarlett  O'Hara.  Or 
if,  instead  of  declaring, 
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1986,  but  after  the  roaring  success  of 
Paramount's  film  last  year,  the  book 
(reprinted  by  Simon  &  Schuster's 
Pocket  Books  division)  sold  1.6  mil- 
lion copies.  Had  Delacorte  Press  not 
been  willing  to  bet  on  a  relatively 
unknown  author,  there  would  have 
been  no  movie  in  the  first  place. 

And  then  there  are  superstar  au- 
thors like  John  Grisham,  Michael 
Crichton  and  Stephen  King.  Says 
Kirshbaum:  "In  Hollywood  the  book 
is  more  important  now  than  ever  be- 
fore." Adds  Simon  &  Schuster  Presi- 
dent Jonathan  Newcomb:  "We  are 
the  merchant  bankers  of  the  intellec- 
tual capital  markets." 

Without  merchant  bankers  and 
venture  capitalists,  there  would  be  a 
lot  fewer  new  businesses  being  start- 
ed. If  anything,  the  rise  of  multimedia 
may  make  publishers  more  willing  to 
take  chances  on  unknown  and  small- 
selling  authors  because  technology 
will  enlarge  the  potential  markets  and 
stimulate  the  demand  for  new  ideas 


and  new  stories. 

There  was  a  rumor  that  Viacom  wi 
sell  Simon  &  Schuster  to  raise  cash  t 
pay  down  debt.  It's  a  dumb  rumo 
Listen  to  Viacom  President  Fran 
Biondi:  "Viacom  is  fundamentally 
software  and  copyright-driven  con 
pany  and  Simon  &  Schuster  has  a  lc 
of  copyrights."  By  the  same  token, 
is  silly  to  think  that  Time  Warn> 
would  sell  or  spin  off  its  publishir 
operations. 

It  works  both  ways:  As  books  b 


11C! 


Despite  predictions  of 
"the  dumbing  of  America, 
Americans  are  buying  more 
books  than  ever  before.  Boo| 
sales  are  growing  faster  thai 
broadcast  TV,  newspapers, 
magazines,  radio  or  films. 


cess 


cis? 


Voyager  Co. 
founder  Robert  Stein 
A  cottage  indus- 
try of  specialized 
multimedia  book 
publishers  is 
springing  up. 
Voyager,  based  in 
a  Soho  loft  in 
Manhattan,  is  one 
of  the  pioneers. 


me  movies,  so  do  movies  and  TV 
;ate  books.  The  Star  Trek'W  series, 
oduced  by  Paramount,  is  the  basis 
r  a  long  line  of  popular  books;  the 

|des  also  gave  birth  to  Simon  & 
huster's  bestselling  CD-ROM  (Star 
■ek:  The  Next  Generation  Interactive 
chnical  Manual),  which  has  sold 
0,000  copies  in  three  months. 
:xt,  Simon  &  Schuster  will  publish  a 

i^-ies  of  juvenile  books  under  Via- 
m's  MTV  and  Nickelodeon  labels. 

tyAn  author  himself  of  several  novels, 
iaf  Olafsson,  head  of  the  electronic 
blishing  division  of  Sony  Corp.  of 
nerica,  emphasizes  that,  in  the  long 
n,  the  fancy  technology  of  multime- 
i  will  become  cheap  and  easily  ac- 
ssible.  What  will  count  is  the  con- 
it — and  content  is  what  book  pub- 
hing  is  all  about.  "In  a  couple  of 

B|ars  everybody  will  have  the  same 
cess  to  the  technology,"  Olafsson 
^s.  And  then  the  profits  will  go  to 
e  people  with  the  best  raw  material, 
e  best  stories,  if  you  will. 


Some  publishers  are  already  mas- 
tering the  technology.  Houghton 
Mifflin,  whose  one  cdrom  title  last 
year  was  developed  joindy  with  Brit- 
ish publisher  Dorling  Kindersley,  has 
recendy  hired  software  engineers  to 
beef  up  its  multimedia  arm. 
Houghton  Mifflin  will  be  bringing 
out  up  to  ten  new  CD-ROMs  this  year. 
They  have  not  been  subcontracted  to 
a  software  developer  but  have  been 
developed  in-house. 

Says  Houghton's  Darehshori:  "We 
feel  we  can  do  a  better  job,  because 
our  authors  know  the  needs  of  the 
marketplace  and  our  editors  are  ex- 
perts at  developing  ideas." 

No  surprise  that  a  noisy  fight  is 
shaping  up  between  the  publishers 
and  the  artists  and  writers.  Led  by 
Random  House,  most  publishers  in- 
sist on  keeping  all  the  electronic  rights 
to  books  for  themselves.  They  argue 
that  limiting  themselves  to  a  single 
technology,  printing,  would  doom 
them.  Authors,  of  course,  have  other 


In  a  couple  of  years 
everybody  will  have  access 
to  the  same  multimedia 
technology.  The  profits  will 
go  to  the  people  with  the  best 
raw  material,  the  best  stories. 
That's  where  book 
publishers  come  in. 


ideas.  They  feel  publishers  should  be 
content  with  profits  from  the  books. 
Book  publishing  dying?  As  movies 
and  TV  simply  came  together  in  a  new 
synthesis  of  videotapes,  filmed  TV  en- 
tertainment and  movie  houses,  so  will 
book  publishing  and  multimedia 
meld  together.  And  the  prizes  will  go 
not  to  the  technicians  but  to  the  folks 
who  develop  the  stuff  the  technicians 
will  carry.  ■■ 


"Frankly,  my  dear,  I 
don't  give  a  damn,"  Rhett 
Butler  says,  "Finally! 
What  took  you  so  long?" 

The  idea  is  amusing, 
but  it  is  unlikely  that  many 
novels  will  ever  go  multi- 
media. You  can't  take  your 
computer  to  the  beach  or 
cuddle  up  with  it  in  bed. 
And  who  wants  to  read 
1 ,000  pages  from  a  screen 
anyway? 

But  adult  fiction  ac- 
counts for  less  than  a 
quarter  of  all  book  sales. 

Multimedia  is  better 
adapted  to  consumer  non- 
fiction — books  that  are 
nonlinear,  require  indexes 
and  lend  themselves  to 
sound  or  graphics.  Cook- 
books, for  example.  On 
the  computer  you  can  not 
only  tailor  the  recipe  to 
meet  your  needs  but  also 
watch  video  clips  of  the 
proper  way  to  fold  egg 
whites  into  a  souffle. 
How-to  books?  Imagine 
how  useful  it  would  be  to 
read  about  building  a  deck 


and  have  the  computer 
show  you  video  diagrams 
and  plan  it  for  you. 

And  the  graphics  and 
search  potential  of  multi- 
media can  add  a  lot  to  art 
books  as  well. 

But  even  with  how-to 
books,  cost  is  a  present 
drawback.  Says  Susan 
Griffin,  marketing  director 
at  Voyager:  "A  cdrom 
title  is  really  a  beast  to 
produce." 

The  typical  Voyager  ti- 
tle costs  up  to  $150,000  to 
produce.  And  that's 
cheap.  Random  House  is 
mulling  over  whether  to 
produce  a  cdrom  version 
of  The  Good  Opera  Guide. 
The  cost:  about  $800,000. 
And  that's  not  counting 
the  large  support  staff  re- 
quired to  answer  the 
questions  of  befuddled  CD- 
ROM  buyers. 

The  bugs  and  disap- 
pointing features  of  most 
CD-ROM  books  are  anoth- 
er problem.  At  the  mo- 
ment, PCs  don't  have  the 
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memory  or  the  processing 
speed  to  give  you  video 
images  as  high-quality  and 
as  easily  accessible  as 
those  you  get  from  your 
VCR,  for  instance. 

"The  biggest  problem 
is  that  the  PC  is  not  content- 
or  consumer-friendly," 
says  Sony's  Olaf  Olafsson. 
"It  was  conceived  as  a  cal- 
culator or  typewriter,  not  as 
a  publishing  or  entertain- 
ment platform." 

In  the  not  too  distant 
future,  CD-roms  will  proba- 
bly be  replaced  by  a  more 
efficient  data  storage  device 
or  by  a  networked  system 
downloading  products 
onto  your  PC  via  cable  or 
the  airwaves. 

But  no  matter  how 
good  the  technology  gets 
and  no  matter  how  much 
the  costs  come  down,  the 
demand  for  good  materi- 
al— software  to  run  on 
the  hardware — will  be 
tremendous. 

Garbage  in  is  still  gar- 
bage out.  -P.K.  M 
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Schwab's  New  FundMap - 

•OFTWARE  Makes  Selecting 

Mutual  Funds  Easy 


&&£L 


riding  where  to 
ave  your  IRA  can 
icult,  but  deciding 
mutual  funds  to  put 
ir  IRA  can  be  down- 
werwhelmmg,  even 
perienced  investors.  After  all,  you  have 
ands  of  funds  to  choose  from.  That's  where 
ib  can  really  help  you  this  IRA  season. 

Set  FundMap  Mutual  Fund  Selection 
Software  for  Windows?  Free. 

en  you  bring  $10,000  or  more  to  a  Schwab 

No-Annual-Fee  IRA 
or  any  other  Schwab 
account,  you'll  also 
receive  our  exclusive 
FundMap  Mutual 
Fund  Selection 
Software  for 
Windows?  Free. 
FundMap  helps  you 


Free 

For  A 

Limited 

Time. 


Our  free  FundMap  software  for 
Windows®  is  only  available  to  Schwab 
customers  who  bring  over  $10,000  between  January  1 
and  April  30,  1995.  Call  1-800-464-6093  ext.  36C. 


TI~J\1 


ir  Selected  Portfolio 


calculate  your  retirement 
savings  and  allocate  your 
assets.  Then  FundMap 
helps  you  choose  from  a 
select  list  of  funds  chosen 
from  a  variety  of  well- 
known  fund  families.  It's  a  $25  value  that  can  be 
yours  free. 

Bring  Your  IRA  or  Rollover  to  Schwab. 

Transfer  your  IRA  or  your  rollover  distribution 
into  a  Schwab  No- 


Annual-Fee  IRA*  It's 
free  for  life  with  an 
account  balance  of 
$10,000  or  more.  For 
more  details  just  stop 
by  one  of  our  more 
than  200  Schwab 
offices  or 


I^MHB^H^Hi 

Bb     Chapters     £>oi«mv     &«*>-.»  Io«ta     tjrip 
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?undMap  Works 

ieet 

Fund 

Allocation 

$ 

% 

INVESCO  FUNDS 

10,500 

30.0  =■ 

Twentieth  Century 

7,000 

20.0 

Neuberger  &  Berman 

7,000 

20.0 

Strong  Funds 

5,500 

15.7 

Berger  Funds 

5,000 

14.3  -t 

Total  Allocation 

Choose  from  many  well-known  fund  families. 


teyour  own  diversified  portfolio. 


Call:  1-800-464-6093  ext.  36C 


Charles  Schwab 

Helping  Investors  Help  Themselves® 


aspectus  containing  more  complete  information  including  management  fees  and  other  expenses  for  any  fund  is  available  through  Schwab.  Please  review 
tectus  carefully  before  investing. 

lust  reach  $10,000  by  9/15/95.  Set-up  and  maintenance  fees  for  certain  assets  such  as  limited  partnerships  and  promissory  notes  still  apply  Graphs  for  illustrative 
only.  FundMap  software  will  be  available  mid-February  1995.  Please  allow  two  weeks  for  delivery.  Valid  only  in  the  United  States.  Limit  one  response  per  customer. 
*  is  a  registered  trademark  of  Microsoft  Corporation.  ©1995  Charles  Schwab  &  Co.,  Inc.  Member  S1PC/NYSE.  All  nghts  reserved.  (1/95) 
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'Babies  are  the  BMWs 
of  the  Nineties," 
says  a  marketing  man, 
explaining  the 
astounding  growth  of 
the  $23  billion  baubles 
for-babies  business. 


Babies 
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is  dolls 


Lisa  Gubernick  and  Maria  Matzer 

Iabriella  Sahlman  dressed  to  the 
ines  this  past  holiday  season:  a  S250 
:d  velvet  dress,  SI 5  white  stockings, 
55  patent  leather  flats.  Her  everyday 
ear  was  more  casual:  sweater,  turtle - 
eck,  leggings,  all  told  about  SI 20 
er  outfit.  She  has  six.  Sahlman  sleeps 
a  S750  antiqued  wooden  bed.  Her 
icker  bureau  ran  to  S2,000  at  a 
iadison  Avenue  boutique. 
No,  Gabriella  is  no  yuppie,  not  yet. 
n  Feb.  6  she  turned  21  months. 
The  consumer  society  neglects  no 
jtential  markets,  and  so  infant  wear 
id  other  items  for  infants,  toddlers 
id  preschoolers,  once  the  domain  of 
md-me-downs,  is  now  a  S23  billion 
usiness.  While  not  entirely  new,  the 
ea  of  dressing  little  kids  as  if  they 
ere  dolls  has  spawned  a  growth  in- 
stry.  The  market  is  up  by  a  third 
nee  1987,  according  to  the  Port 
Washington,  N.Y.  xpd  Group,  which 
acks  consumer  spending.  That  com- 
ires  with  25%  in  women's  wear. 
"Babies  are  the  bmws  of  the  Nine- 
es,"  says  Stanley  Fridstein.  That 
akes  Fridstein  happy.  Sniffing  the 
end,  he  founded  The  Right  Start 
italog  and  retail  operation,  which 
>ecializes  in  children's  products  to 
take  life  easier  for  mom  and  dad. 
Baby  as  status  symbol.  "It's  'Look 
my  child  and  see  who  this  family 
"  explains  James  McNeal,  a  mar- 
:ting  professor  at  Texas  a&m  Uni- 
rsity  who  has  been  studying  family 
>ending  habits  for  over  30  years. 
IcNeal  notes  that  as  far  back  as  the 
930s,  parents  tended  to  reach  for 


status  by  spending  money  on  soap- 
flakes — to  put  clean  clothes  on  the 
kids.  It  was  okay  if  the  fit  was  a  bit 
loose  and  if  a  couple  of  generations  of 
cousins  had  already  used  the  stuff.  It 
was  enough  that  it  was  neat. 

The  baby  business  has  demograph- 
ics going  for  it  as  well  as  status.  The 
U.S.  population  of  kids  under  age  5  is 
at  23.6  million,  up  from  19.6  million 
in  1980.  These  babies  are  increasingly 
being  born  to  dual-career  couples 
who  are  waiting  longer  to  have  chil- 
dren and  are  thus  able  to  spend  more 
money  on  them  once  they  arrive.  The 
number  of  women  who  are  30  or 
older  when  their  first  child  is  born  has 
more  than  quadrupled  since  1970; 
the  number  of  first  children  born  to 
women  over  40  more  than  doubled 
between  1984  and  1990,  according 
to  the  National  Center  for  Health 
Statistics. 

And  families  have  gotten  smaller, 
making  it  easier  to  pamper  the  chil- 
dren, while  working  mom  assuages 
some  of  her  guilt  by  lavishing  money 
on  the  child.  "The  girls'  clothes  just 
melt  your  heart.  Since  she's  been 
born,  I've  hardly  bought  myself  any- 
thing. I'd  rather  spend  on  her,"  says 
Texan  Tracy  Wolfe,  a  34-year-old  ac- 
countant and  mother  of  30-month- 
old  Kelsey. 

"I  went  nuts  on  layettes,"  says  New 
Yorker  Debra  Kolitz,  the  mother  of  a 
4-year-old  and  a  2-year-old.  "Hun- 
dred-dollar blankets,  $60  playsuits. 
My  budget  the  first  year?  Not  count- 
ing furniture?  Between  $5,000  and 
$10,000,"  says  Kolitz. 

In  many  ways  Kolitz  speaks  for  her 
generation  of  mothers:  "It  sounds 
sort  of  shocking,  but  it's  true.  You 
could  probably  do  with  a  quarter  of  it, 
but  it's  so  bloody  appealing.  I  had  my 
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first  child  at  32.  By  the  time  they  have 
that  child,  people  like  me  are  so 
caught  up.  These  babies  are  so  covet- 
ed that  nothing  is  good  enough." 

Grandma  and  Grandpa  can  be  even 
more  indulgent.  They've  got  the 
bucks  and  the  time.  According  to  the 
market  research  firm  Packaged  Facts, 
which  last  year  completed  a  study  of 
the  infant,  toddler  and  preschool 
market,  40%  of  all  grandparents  are 
over  65,  the  group  with  the  highest 
per  capita  discretionary  income. 

"We  love  grandparents,"  says  Eliz- 
abeth Franceschini,  a  vice  president  at 
Tiffany  &  Co.,  who  reports  that  the 
specialty  retailer's  baby  business  has 
increased  over  60%  in  the  past  three 
years.  "I  would  say  they  buy  easily 
25%  of  all  our  baby  items." 

Who's  benefiting  from  all  this?  Cer- 
tainly the  big  discounters  like  $765 
million  (sales)  Kids  "R"  Us  and  $175 
million  (sales)  Baby  Superstore, 
where  most  kids'  clothes  are  still  pur- 
chased. But  the  children-as-dolls  phe- 
nomenon has  spawned  a  whole  raft  of 
new  businesses  as  well. 

Ralph  Lauren  for  babies?  Why  not. 
The  shrewd  Lauren  just  launched  an 
infants  and  toddlers  line  (cotton  polo 
shirt,  $22;  cotton  cardigan,  $62;  flo- 
ral linen  dress,  $275;  cashmere  receiv- 
ing blanket,  $350). 

Fifty-seven-year-old  Leslie  Wex- 
ner's  first  child,  a  son,  was  born  last 
year.  No  surprise  that  Limited  Too, 
his  chain  of  children's  stores,  has  start- 
ed selling  such  items  as  baby-size 
leggings  and  sweatshirts. 

Next  fall  Talbots  is  adding  the 
smallest  set  to  Talbots  Kids,  the  chil- 
dren's line  it  launched  in  1989.  Even 
L.L.  Bean,  once  a  bastion  of  solid  but 
unpretentious  clothing,  added  tod- 
dler-size snowsuits  and  parkas  to  its 
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The  baby  business 


A  babyGap  in 
Paramus,  N.J. 
The  land  of 
$100  outfits  for 
10-month-olds. 


catalogs  last  fall.  Last  month  sports- 
wear giant  Nike,  Inc.  announced  a 
licensing  agreement  with  Cutler 
Sports  Apparel  to  market  a  line  of 
Nike  infant  and  toddler  athletic  wear. 
Merchants  can't  really  create 
trends,  but  those  that  detect  emerg- 
ing trends  can  make  a  fortune.  The 
Gap  caught  the  baby-as-doll  trend 
early  and  has  ridden  it  for  all  it  is 
worth.  There  are  now  over  320  baby- 
Gaps — departments  within  each  Gap- 
Kids — in  the  U.S.,  many  of  them 
adjacent  to  the  grown-up  stores. 
They  peddle  miniaturized  versions  of 
distressed  denim  jackets,  pocket 
T  shirts  and  leggings.  In  1990  baby- 
Gap  started  as  an  extension  of  the 
four-year-old  Gap  Kids  line  and  today 
dominates  the  specialty  business  for 


v 


'1. 


"By  the  time  they  have  that 
child,  people  like  me  are  so 
caught  up,"  says  one  mom. 
''Nothing  is  good  enough," 


babies  and  toddlers. 

"Baby  boomers  were  trained  by  the 
Gap  to  shop  as  couples,  they  go  into 
the  same  dressing  rooms,  they  wear 
many  of  the  same  clothes,"  says  Alan 
Millstein,  whose  Fashion  Network 
analyzes  the  retail  business.  "Now 
they  go  over  to  one  department  and 
buy  that  same  stuff  for  their  kids." 

We're  not  talking  about  petty  cash; 
babyGap  is  the  land  of  $100  outfits 
(jumper,  matching  jacket,  booties 
and  shirt)  for  10-month-olds.  The 
business  is  immensely  profitable: 
What  guilty  baby  boomer  would  stint 
on  junior's  clothes?  "Gap  proved  that 
with  a  certain  taste  level,  look  was 
more  important  than  price,"  says 
Millstein.  "Anyone  who  is  price-con- 
scious knows  that  they  have  a  great 
scam  going  in  the  kidswear  area.  It's  a 
license  to  steal."  GapKids  is  the  fast- 
est-growing nondiscount  segment  of 
the  $3.7  billion  company,  with  an 
estimated  16.5%  operating  profit,  ver- 
sus 15%  for  the  rest  of  the  Gap  line. 

Children's  wear  was  once  a  near 
monopoly  of  such  department  stores 
as  Sears,  Macy's  and  Saks.  Managers 
believed  that  if  they  pulled  parents  in 
to  shop  for  their  kids,  they  would  go 
home  with  stuff  for  themselves  as 
well.  No  longer.  By  the  mid-1980s 
the  discounters  had  taken  away  their 
market  share  and  kids'  stuff  was  turn- 
ing into  a  loss-leader  for  the  depart- 
ment stores.  "As  a  category,  the  de- 
partment stores  have  been  unable  to 
make  it  as  profitable  as  their  women's 
apparel,"  says  Richard  Baum,  retail 
analyst  at  Goldman,  Sachs. 

Today  many  department  store 
chains   have   almost  thrown   in   the 
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towel  on  kids'  stuff:  Saks,  for  examplec  "Vmbo 
has  drastically  reduced  its  children'' hain c 
offerings.  I  wchi 

Swedish-born  Gun  Denhart  had  '  ion 
son,  Christian.  In  1983  she  decidec  «U 
she  wasn't  happy  with  the  children''1  lores,  i 
stuff  she  found  in  the  departmenr  urket 
stores.  She  smelled  opportunity  ann  mtras 
began  importing  soft,  cotton  fabrii  hn 
from  Sweden  and  manufacturing  hei  fcn, 
own  line,  named  Hanna  Andersson  "ttiti 
for  her  grandmother — "Still  Swedish 
but  perfect  for  the  American  ear." 

On  her  catalog  Denhart  glue« 
swatches  of  the  fabric  that  she  used  fo 
her  $30  print  romper.  She  din 
$300,000  the  first  year,  $1.4  millio: 
the  second.  Last  year  the  Portlanc 
Ore. -based  mostly  catalog  businei 
pulled  in  nearly  $50  million  in  sales. 

Just  six  years  ago  Nancy  Pedc 
joined       Burlingame,      Calif  -  base    ^m 
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New  cotton  goods 
at  Hanna  Anders- 
son's  development 
center  in  Oregon 
Suddenly  there's 
fashion  for  the 
under-5  set. 


An  Imaginarium 
in  Chicago 
No  Barbies  or 
Power  Rangers. 
"Parents  want 
their  children  to 
excel,  and  they 
know  they  have  to 
be  involved  in 
technology  in  or 
der  to  do  that." 


lymboree  Corp.,  then  a  33-store 
pain  of  children's  products.  She  is 
pw  chief  executive  of  the  entire  SI  89 
lillion  (fiscal  1994  revenues)  opera- 
fcn,  which  has  expanded  to  209 
lores.  Of  her  success  she  says:  "The 
iarket  was  either  discount  clothes  or 
ttremely  pricey,  froufrou  clothes, 
■here  was  no  Liz  Claiborne  for  kids — 
Iphionable,  well-designed  products 
fr  the  upper-middle  market."  Pedot 
lent  after  it  with  brightly  colored  knit 
l/eralls  (S30,  plus  $22  for  the  polo 
*irt  to  wear  underneath)  and,  for 
\rls,  oversize  tops  and  leggings  (up 
^  S44  for  the  two), 
t  Clothing  is  the  biggest  part  of  this 
123  billion  market.  Toys,  however, 
le  also  important.  Rick  Mazursky, 
resident  of  Chicago- based  Vtech  In- 
listries,  which  makes  electronic 
irning  toys  for  kids,  reports  that  the 


. 
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The  hah       isiness 


A  Discovery  Zone 
in  Topeka,  Kans. 
Activities  for 
kids,  a  coffee 
break  for  moms. 


9 


I 


company's  fastest -growing  market  is 
for  6-month-olds  to  2V2-year-olds. 
"Nobody  was  offering  anything  from 
an  electronic  education  standpoint 
for  that  age  category,'''  he  says.  "Par- 
ents want  their  children  to  excel,  and 
they  know  they  have  to  be  involved  in 
technology  in  order  to  do  that." 

Vtech  got  a  jump  on  the  competi- 
tion with  a  $25  product,  Little  Smart 
School  Words.  Six-  to  24-month-olds 
can  push  brightly  colored  buttons  on 
a  blue  and  white  plastic  box  to  start 
learning  their  numbers  and  abcs. 

Vtech  items  are  a  big  seller  at  the 
Imaginarium,  a  Walnut  Creek,  Calif.  - 
based  chain  of  68  toy  stores  that 
generated  some  $70  million  in  sales 
last  year — without  a  single  Power 
Ranger  or  Barbie.  Imaginarium  is  as 
much  playground  as  retail  center. 
There  are  two  entryways,  a  standard- 
size  for  grown-ups  and  a  separate  48- 
inch-high  doorway  for  kids. 

On  a  recent  afternoon  at  a  Short 
Hills,  N.J.  mall,  the  Imaginarium  was 
wall-to-wall  w  h  minishoppers.  Allie 
Zuck,  21  month-  pushes  a  $14.95 
doll-size  stroller  across  the  powder- 
blue  carpet.  Is  her  mother,  Lori,  go- 
ing to  buy  it  for  her?  "It  depends  how 
I  can  get  her  out  of  the  store,"  she 
says.  "What  it  takes  so  she  won't 
create  a  scene."  Twenty  minutes  later 
Allie  leaves,  stroller  in  tow. 

Discovery  Zone,  or  D.Z.  as  it's 
known  to  the  smaller  set,  is  one  of 
those  things  parents  didn't  know  they 
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needed  until  one  turned  up  at  the 
mall.  For  a  $5.99-a-head  entrance 
fee — in  most  markets — kids  get  a 
midway,  without  truly  scary  rides. 
The  place  is  filled  with  bright  plastic 
chutes  and  ladders,  spaces  with  hun- 
dreds of  plastic  balls  that  kids  can 
throw  and  jump  on,  and  ropewalks, 
where  kids  can  make  like  Spiderman. 
On  a  recent  rainy  morning  at  a  D.Z. 
on  New  York's  Long  Island,  22- 
month-old  Conor  Golden  was  clad  in 
a  babyGap  red  turtleneck  and  match- 
ing plaid  pants.  William  Matalene,  27 
months  old,  was  clad  in  babyGap 


"It's  look  at  my  child  and 
see  who  this  family  is,' " 
says  an  expert  on  family 
spending  habits. 


this 


overalls  and  white  oxford  shirt.  The 
mingled  with  some  three  dozen  ki< 
bobbing  among  plastic  balls  in  thinilys 
Minizone    (40    inches    and    underi 
while  their  mothers  caught  a  cup  1 
coffee.  "It's  a  safe,  clean  place  for  mi 
kids  to  burn  energy,"  says  William'i  W 
mom,  Cheryl,  "where  I  can  be  wittw 
another  mother,  have  a  quiet  cup  o 
coffee,  not  have  to  run  around." 

Most  3 -year-olds  can't  read,  bvi 
they're  still  important  to  Barnes  ll  it 
Noble.  Each  store  holds  twice- weekl  i 
readings,  more  than  half  geared  ti 
kids  5  and  under.  Costumed  Mao 
elines  and  Cats  in  the  Hat  show  up 
read  their  stories  to  audiences  seatec 
on  kid-size  chairs  and  benches. 

Let's     not     forget     food.     Wr' 
shouldn't  kids  have  gourmet  stuil 
too?  The  overall  baby  food  market 
flat,  but  sales  of  "premium  category 
jarred  peas  and  carrots  are  up  near 
13%.  Never  mind  that  they  cost 
average  62  cents  a  jar,  versus  48  cen 
for  plain*  old  Gerbers.  Says  Jay  Sho< 
maker,  chief  executive  of  Earth's  Bes 
Inc . ,  the  biggest  independent  produ 
er  of  organic  baby  foods:  "Even  if  th< 
don't  always  eat  healthy  themselve 
they  want  to  think  that  their  kids  do 

Silly?  Frivolous?  Wasteful?  Mayb 
but  parents  just  can't  seem  to  sto 
Shari  Fox,  a  30-year-old  Floric 
mother  of  two,  says  it  all:  "My  ki. 
have  just  tons  of  stuff,  [but]  if  ta 
want  something  I  just  don't  knc 
how  to  say  no."  I 
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going  to  be  quite  a  year  for 
ne  of  the  giants  of  the  liquor 
In  I  ust  i'v  —  Jim  Beam  Brands  Co. 
th  this  year  is  celebrating  the 
Anniversary  of  its  best-selling  Jim 
J)ourbon. 
o\v  this  because  I  was  invited  flown 
ucky  to  take  a  tour  of  the  Jim 
listillery  in  Clermont.  The 
re  that  came  along  with  the  invita- 
tailed  a  number  of  special  plans  for 
■bration.  along  with  some  fascinat- 
lily  history.  It  turns  out  Jim  Beam 
>f  the  oldest  continuously  operated 
ffles  in  the  nation.  .After  the  tour.  I 
lave  lunch  with  a  sixth-generation 
Booker  Noe,  who  is  the  company's 
distiller  emeritus. 
Beam  Brands  Co.  is  an  interna- 
j  irganization  which  —  adhering  to 
J  ility  and  detail  that  went  into  the 
* ;  of  Jim  Beam  bourbon  —  has 

'"■grown.  Since  1987,  the  companj 
J 

?  uired  a  list  of  domestic  and  inter- 
to  .1  brands  that  to  date  includes 
n.  gin,  vodka,  rum.  brandy,  cor- 
ld  liqueurs,  and  tequila.  This 
c  s  brand  names  as  varied  as 
I  >er  Cordials,  Windsor  Canadian 
I.  Ronrico  Rum.  and  the  notable 
I  Bourbon.  Today  the  company  is 
jest  U.S. -owned  spirits  company, 


backed  by  the  strength  of  its  parent  com- 
pany. American  Brands.  Inc.  Truly  a 
giant  organization! 

Though  the  company  is  an  interna- 
tional concern,  it  lias  never  forgotten  its 
roots,  especially  this  year  as  the  Jim 
Beam  bicentennial  is  celebrated. 

The  Jim  Beam  distillery  where  the 
famous  bourbon  is  made  is  about  a  twenty 
minute  drive  from  the  Louisville  airport 
—  a  cluster  of  buildings  set  back  from  the 
highway,  a  thick  plume  of  steam  rising 
from  one  of  them.  The  most  distinctive  of 
the  structures  are  called  "rack  houses"  — 
tall  (often  seven  stories  high),  rectangular 
warehouses,  usually  painted  white  —  in 
which  I  was  told  the  bourbon  in  its  barrels 
is  stored  during  the  aging  process. 

This  distillery  is  about  eight  miles  from 
where  Jacob  Beam  made  his  first  barrel  of 
whiskey  in  1 795  —  on  Hardin's  Creek,  a 
spot  Jacob  found  alter  following  Daniel 
Boone's  trail  through  the  Cumberland  Gap 
in  1  788.  The  creek  boasted  clear-cold 
iron-free  limestone  water  loaded  with  cal- 
cium, the  "sweet  water"  that  is  considered 
unique  to  the  bluegrass  country  of  Ken- 
tucky. "The  limestone  in  bour- 
bon." one  authority  has  pointed 
out,  "is  what  makes  you  wake 
up  the  next  morning  feeling 
like  a  gentleman." 
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lii  the  company  office  I  was  introduced 
to  my  guide,  Sieve  Benjamin,  who  would 
take  us  through  the  distillery  and  educate 
me  about  bourbon,  for  which  I  was  thank- 
ful because  my  knowledge  is  skimpy.   In 
fact,  for  years  I  had  assumed  that  the 
name  '■bourbon"  had  something  to  do 
with  the  royal  family  of  France,  but  of 
course  it  doesn't  at  all.    Bourbon  gets  its 
name  from  Bourbon  County,  though  in 
fad  bourbon  is  no  longer  made  there.  It 
is  one  of  the  nine  counties  organized  by 
the  Virginia  legislature  before  Kentucky 
became  a  state  in  1792. 

Those  first  years  of  statehood  for  Ken- 
tucky were  also  the  first  years  of  the 
Beam  family  business:  David  Beam 
helped  his  father  Jacob  from  the  begin- 
ning; and  David  M.  Beam,  Jacob's  grand- 
son, born  in  1833,  joined  the  business  as 
well.  The  company's  current  name  was 
derived  alter  the  appearance  of  the  next 
generation,  James  Beauregard  Beam. 

He  kept  on  making  bourbon  right  up 
until  Prohibition,  when  the 
government  said.  'You're  out  of 
business,  son  — you're  out  of 
business.'  He  told  his  wife. 
"I'm  not  going  to  the  peniten- 
tiary over  this  whiskey.     I'm 


getting  rid  of  this-dag  gone 
stuff."    Which  he  did.  lie 
sold  the  plant. 

He  was  fifty-five  when 
Prohibition  came 


James  Beauregard 
Beam,  the  third- 
generation  Beam  for 
whom  the  company 
is  named. 


duced  whiskey  drinking  am 
inevitably  its  manufacture,  t 
the  first  settlers  in  Kentucky! 
the  late  1  700s.  among  Ihein  Ja| 
Beam,  found  thai  il  was  diflicu  J^ 
lo  grow  rye  among  the  stumjl 
the  land  they'd  cleared  and  1  I 
corn,  the  basic  ingredient  of  I  m. 
bon,  was  a  preferable  crop  wl  I 
yield  three  or  four  times  that 
wheat.   But  whiskev  based  en 
on  corn  was  too  sweet  for  mol« 
tastes,  so  the  distillers  experi- 
mented with  combinations  owl 
and  what  are  called  the  "smalls 
—  lesser  proportions  of  other' 
grains  like  wheat,  rye.  and  barb' 
White  oaks  thronged  the  hillslj 
perfect  for  making  barrels. 

Bourbon  is  relatively  color! ! 
when  it  goes  into  a  barrel.  H<l| 
in  a  glass  against  the  sun  its 
ally  has  a  soft,  milky  quality,.*] 
hence  its  name  "moonshine." » 
was  given  a  taste  of  it,  just  aaa| 
It  reminded  me  somewhat  of 
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In  200  years,  the         in,  and  nearly  sev- 

bottle  has  changed.       enty  when  the  law  was  repealed,      taste  of  grappa,  the  strong  Italian 

The  family  and  He  applied  for  a  license  to      tif.   In  the  old  days,  this  is  what  th 

the  secret  recipe        operate  a  still  again,  and  got  it.      tillers  gave  the  purchasers  —  twenl 

remain  the  same.        To  start  all  over  again  was  an         cents  a  gallon  in  the  1  700s.  When 

admirable  indication 
of  his  stamina.   He 
was  doing  it  for  his 
son,  Jeremiah,  and  to 


tender  was  asked  for  whiskey,  what  I 
customer  got  was  a  primitive,  pale  1 
bon.  a  drink  that  went  under  varioi 
names  according  to  its  genesis  — 


keep  the  Beam  family      more  questionable,  the  more  descrip    . 


tradition  alive. 
"You'll  do  just  about 
anything  for  your 
own  children." 
Some  facts  I 
learned  dining  my 
tour  of  the  plant: 
Scottish  immigrants 
to  this  country  intro- 
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skull  varnish,  snake  water,  red-eye, } 
juice,  dynamite,  tarantula  juice. 

Two  factors  then  emerged  whic 
duced  the  bourbon  we  know  today.W 
was  one  of  them.     The  other  wa 
effect  that  the  charred  wood  of  the' 
had  on  its  contents  during  aging.  1 
rians  are  unsure  about  the  orif  f 
charring;  it  may  simply  have  been  ai 
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when  they  were  emp- 
tied. I  was  told  thai 
they  are  sold  to  vari- 
ous liquor  concerns  in 
different  countries 
where  they  are  scoured 
and  reused.  How  odd 
to  think  that  the 
tequila  being  served  at 
a  cafe  table  in  Acapul- 
co  has  spent  some 
time  in  a  Jim  Beam 
bourbon  cask! 

As  Steve,  my  guide, 


of  bourbon  occurs  .  .  .  everywhere  gauges, 
dials,  cranks,  valves,  conveyer  belts,  the 
hum  of  machinery. 

We  left  the  distillery  and  took  a  tour  of 
one  of  the  rack  houses  —  clambering  up 
a  narrow  staircase  through  a  network  of 
heavy  wood  beams  —  on  each  floor  a  long 
center  aisle  with  a  little  dust-stained  win- 
dow at  the  far  end.  the  barrels  in  their 
racks,  nineteen  deep,  off  to  each  side  .  .  . 
20.000  of  them  in  the  rack  house  resting 
there  in  the  cobwebby  gloom.  The  entire 
facility.  55  rack  houses,  has  a  capacity  of 


Be.  One  intriguing  leg- 

Ithat  an  early  distiller 

qiis  whiskey  in  barrels 

I  used  to  carry  fish,  and 

i  m  charring  the  barrels 

nem  of  the  fish  smell. 

■lently  discovered  that 

mtents   had    not    only 

Ml  an  attractive  amber  color  but  a 

Ir  flavor. 

I  not  realized  how  important  the 

■  to  the  bourbon 
it) .   By  law  the  bar- 
■ht  be  brand  new 
not  be  used  for  a 
lime.   Made  to  this 
■lite  oak.  they  have 

■  ividually  held  over 
©Haines  and  charred 
Biside.    Over  the 

liging,  as  the  liquid 
sk  goes  in  and  out 
ires  o|  the  charred 
lpurilies  are  modi- 
liminated:  the 
mellows  and 
its  distinctive 
various  flavors. 
I  asked  what 
d  to  the  barrels 


-2.000.1100  barrels.   In  the  summer,  the 
Booker  Noe,  Jim         took  me  through  the  interior  of      heat  in  the  top  levels  of  the  rack  house 
Beam's  master  the  distillery  I  was  reminded  goes  up  ferociously,  as  much  as  125 

distiller  emeritus  and      somewhat  of  the  innards  of  a        degrees  on  a  hot  August  day.  This  ages 

grandson  of  Jim  very  large  and  somewhat  and  flavors  the  bourbon  more  quickly 

Beam,  in  front  of  the      antique  ocean  liner 
rack  houses  at  the        — steel-grated  cat-  Charring  the 

Clermont  distillery.        walks  over  which  we      oak  barrels  is  part  of 

what  gives 
Jim  Beam  Bourbon 

its  distinctive 
color  and  flavor. 


walks  over  which  we 
clumped  past  vast 
tanks  which  serve  as  the  cook- 
ers, fermenters.  stills  in  which 
the  process  of  the  making 


than  the  contents  of  the  casks 
on  the  lower  levels  where  the 
temperature  can  be  50  degrees 
cooler.  It  is  the  responsibility  of 
the  master  distiller  to  select  the 
barrels  from  different  levels  to 
marry  the  contents  and  create 


1 


the  signature  Jim  Beam  flavor. 

Toward  the  cud  of  our  lour  we  saw 
someone  at  what  I  would  call  work  —  a 
man  wielding  a  hammer  and  banging  in 
the  large  corks,  or  bungs,  into  the  bung 
hole  at  the  top  of  each  barrel  as  it  came 
down  the  assembly  line. 

Since  he  was  the  only  person  I  had 
seen  actively  doing  something,  it  crossed 
my  mind  as  sometime  participatory  jour- 
nalist (last-string  quarterback  for  the 
Detroit  Lions,  goalie  for  the  Boston  Bru- 
ins, etc.)  to  ask  him  if  I  could  take  over  for 
the  next  few  minutes,  bang  in  a  few  bungs 
with  his  wooden  mallet,  just  to  experience 
a  distillery  job.  But  it  occurred  to  me  if  I 
did  so.  and  did  something  wrong,  let  the 
mallet  fly  from  my  fingers,  for  example, 
that  the  whole  assembly  process  would 
shudder  to  a  halt. 


Booker  Noe 

blends  the  contents  of 

different  barrels  to 

create  the  signature 

Jim  Beam  flavor. 


So  I  resisted  the 
temptation. 

We  left  for 
lunch.  With  his 
wife,  Annis,  Booker 
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Noe  occupies  the 
same  house  in  Bards- 
town  (about  a  ten 
minute  drive  from 
the  distillery)  in 
which  Jim  Beam 
once  lived.  The 
compound  is  large 
enough  to  have 
served  as  a  private 
girls'  school  and 
then  as  a  military 
academy  for  boys. 
There  is  a  smoke 
house  out  back  — 
hams  hanging  on 
strings  from  the  ceil- 
ing.  Booker  led  us 
in  to  lunch  —  a  gar- 
gantuan outlay  which 
included  soup,  salad, 
fried  chicken,  bam. 
kale,  corn  pudding, 
eggs,  grits,  biscuits, 
rolls,  and  a  biscuit 
pudding  laced  with  a 
bourbon-based 
ingredient  of  Book- 
er's own  making.   He 
is  famous  for  his 
hospitality.  He  once 
invited  a  motorcycle 
club  of  police  offi- 
cers to  his  home  for 
drinks.   "Hell-fire," 
he  said,  "Two  hun- 
dred officers  turned 
up  at  the  house."   Booker  can  use  up 
four  or  five  seconds  drawing  out  a  word 
like  "hell-fire."  as  in.  "Why.  hay-all-fiah. 
we  had  200  motorcycles  out  there  on  the 
lawn." 

Perhaps  mellowed  by  his  own  hospital 
ily,  Booker  sent  his  wife  to  fetch  a  copy  o; 
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the  Jim  Beam  sen 
formula  from  a  noil 
loom.  "Here  il  is. 
The  original  lb  rim 
used  since  Jacob! 
Beam's  time  2()Q 
years  ago.  It'swl 
makes  the  fines* 
known  whiskey -I 
clean,  pure,  and! 
potable." 

I  craned  to  see 
what  was  on  theB 
paper,  and  <augl|||be: 
sight  of  one  licadii  ^ 
"Spontaneous  Yeai 
Booker  winked  ai)n 
said.  "Now  it         Lht 
wouldn't  be  a  sepipporl 
if  you  took  a  look; 
it."   He  did  admit 
that  the  secret  m^m 
how  to  get  the  ya 
going.  "When  il 
smells  like  fresbl,, 
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.liin  Beam*  KrnlurkvSlriinjIil  Bouillon  Whiskey.  I0%i 


horse  manure, 
said,  "it's  ripe. 
He  was  happ; 
share  one  other! 
secret,  too.  "Tl    >i 
says  that  whisk]    **« 
to  be  aged  tor  lr4 
years  before  yo 
call  it  bourbon 
Jim  Beam  we 
a  minimum  of  fi 
years.   Its  the 
the  whiskey  takes  getting  to  know  I 
inside  of  the  barrel  that  makes  it  a  bt 
bon  —  I  here's  just  no  substitute." 

"We  make  more  bourbon  whiskey 
week  than  James  Beauregard  made  it 
lifetime."  Booker  smiled  happily.  "| 
quality  though." 

Alc./Vol.  ©l'l'.H  .lames  B.  Beam  Dislilhne  ('.(,..  Clermo 
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lusiness  people  babble  about  free  markets, 
iien  petition  Washington  for  special  privileges. 

Having  it 
both  ways 


Y  JAMES  M.  BUCHANAN  a  DWIGHT  R.  LEE 


3S  M.  Buchanan  is  the  1986 

3l  Prize  winner  for  economics. 
ight  R.  Lee  is  the  Ramsey  Professor  of  Economics 
he  University  of  Georgia.  Athens. 


jsiness  leaders  claim  to  be  strong 
pporters  of  free  enterprise.  But  they 
dom  preach  the  virtues  of  free  en- 
prise  more  enthusiastically  than 
len  they  are  petitioning  govern- 
:nt  for  privileges  and  protections 
undermine  those  virtues.  Secre- 
y  of  Labor  Robert  Reich  had  a 
int  recendy  when  he  reminded  the 
siness  community  that  it  receives 
:nty  of  government  subsidies. 
Not  all  the  people  who  point  this 
t  are  antibusiness.  Milton  Fried- 
m  has  argued  that  "existing  busi- 
sses  generally  prefer  to  keep  out 
mpetitors.  .  .  .That  is  why  thebusi- 
ss  community,  despite  its  rhetoric, 
s  so  often  been  a  major  enemy  of 
lly  free  enterprise."  And  George 
gler  observed  that  "much  of  the 
)blems  of  capitalism  come  from 
sinessmen,  from  their  own  visits  to 
ishington,  not  from  having  Ralph 
der  run  it  over  the  rocks." 
Yet  one  can't  entirely  blame  these 
:mingly  two-faced  business  peo- 
:.  They  are  simply  acting  rationally. 
>es  preaching  one  thing  while 
acticing  another  always  reflect  in- 
icerity?  For  example,  should  we 
nclude  that  an  advocate  of  higher 
es    is    hypocritical    because    she 


doesn't  unilaterally  pay  more  taxes 
than  legally  required?  Does  the  lead- 
er of  a  country  who  argues  for  arms 
reductions  lack  sincerity  because  he 
maintains  his  own  country's  arma- 
ments? Or  a  person  who  speaks  out  in 
favor  of  reducing  auto  emissions 
while  doing  nothing  to  reduce  his 
own  below  that  required?  Surely  not: 
They  simply  see  no  good  reason  for 
them  to  give  up  an  advantage  unless 
everyone  gives  it  up. 

The  fact  is  that  people  often  sin- 
cerely support  a  general  policy  while 
realizing  it  would  be  foolish,  even  self- 
destructive,  to  unilaterally  act  in  accor- 
dance with  that  policy.  Thus  business 
leaders  can  be  sincere  in  advocating 
free  enterprise  and  less  government 
while  seeking  to  gain  government 
advantages  for  their  industries. 

So  as  business  people  see  it,  the 
choice  is  not  between  a  true  free- 
enterprise  economy  and  one  riddled 
with  government  protections,  but  be- 
tween seeking  or  not  seeking  protec- 
tions in  an  economy  that  will  remain 
riddled  with  protections  either  way. 
The  industry  that  drops  out  of  the 
game  of  political  influence  would  still 
suffer  from  tax  cost  and  efficiency  loss 
as  before,  while  sacrificing  the  gov- 
ernment benefits  it  formerly  received. 
Indeed,  it  would  be  irresponsible  for 
business  leaders  to  behave  in  accor- 
dance with  the  rules  of  a  genuine  free- 
enterprise  economy,  no  matter  how 
sincerely  they  prefer  such  an  econo- 
my, given  the  fiduciary  responsibil- 
ities they  have  to  their  shareholders. 

How  then  do  you  persuade  busi- 
ness people  that  demanding  special 
privileges  is  not  necessarily  in  their 
best  interests  when  it  seems  to  clearly 
to  be  in  their  best  interests?  By  show- 
ing them  that  even  those  businesses 
most  successful  at  obtaining  govern- 
ment protections  would  be  better  off 


in  an  economy  where  such  protec- 
tions are  impossible.  By  convincing 
them  that  there  is  no  such  thing  as 
a  free  government  advantage.  By 
showing  that  they  pay  high  prices  for 
these  advantages  both  collectively 
and  individually. 

Making  political  contributions, 
maintaining  a  constant  presence  in 
Washington  and  exercising  care  not 
to  offend  bureaucratic  agencies  with 
arbitrary  power  are  just  some  of  the 
costs  of  being  an  effective  player 
in  the  political  arena.  Also,  when 
one  group  can  obtain  government 
privileges,  others  can  do  the  same. 
Soon,  through  legislative  logrolling, 
there  is  a  large  and  expanding  num- 
ber of  groups  receiving  privileges 
and  protections. 

So  the  benefits  businesses  receive 
from  government  protections  are  re- 
duced by  two  considerations:  first,  by 
the  amount  of  time  and  money  spent 
on  political  influence;  second,  by  the 


People  are  becoming  weary 
of  having  to  pay  tribute  to 
politicians  and  bureaucrats 
for  the  privilege  of 
victimizing  each  other. 

cost  suffered  in  the  form  of  higher 
taxes  and  a  less  efficient  economy 
caused  by  the  benefits  other  people 
wring  from  the  politicians.  The  situa- 
tion can  quickly  become  a  losing 
proposition  for  everyone,  including 
those  who  seem  to  be  winning. 

Even  those  associated  with  the 
most  protected  industries  can  soon 
discover  that  they  would  be  better  off 
giving  up  their  political  advantages 
and  accepting  the  discipline  of  free 
enterprise,  if  others  did  the  same. 

As  much  as  anything  else,  last  No- 
vember's election  reflected  an  in- 
creasing awareness  of  this  fact.  People 
are  becoming  weary  of  having  to  pay 
tribute  to  politicians  and  bureaucrats 
for  the  privilege  of  victimizing  each 
other.  When  government  becomes, 
as  indeed  it  has,  in  the  words  of 
Frederic  Bastiat,  "that  great  fictitious 
entity  by  which  everyone  seeks  to  live 
at  the  expense  of  everyone  else,"  ev- 
eryone can  benefit  from  calling  a  halt 
to  the  plunder.  M 
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Gerald  Levin  has  a  blueprint  for  Time  Warner  in  the  electronic  age. 
Will  the  people  with  the  stock  and  the  money  give  him  time  to  try  it? 

The  testing  of 
Gerald  Levin 


By  Robert  Lenzner  and  Esther  Wachs  Book 

Gerald  Levin,  a  spare,  slightly  built  man  of  55,  presides 
over  the  electronic  age's  most  valuable  collection  of 
entertainment  and  informational  material.  As  a  portfolio 
of  businesses,  Time  Warner,  of  which  he  has  been  for  two 
years  chairman  and  chief  executive,  is  almost  priceless.  It 
owns  one  of  the  best  movie  studios  in  the  world,  one  of  the 
world's  biggest  record  companies  and  the  biggest  publish- 
er of  magazines  in  the  U.S.  In  an  era  in  which  entertain- 
ment is  conveyed  by  T  shirts  and  theme  parks  as  well  as  by 
print,  films  and  broadcasting,  Time  Warner  has  the  further 
advantage  of  owning  many  of  the  means  for  transmitting 
the  stories  and  tunes  and  symbols  it  owns. 

As  a  distributor  as  well  as  a  manufacturer  of  entertain- 
ment, Time  Warner  owns  one  of  the  two  largest  cable, 
systems  in  the  U.S.,  plus  Home  Box  Office  plus  theme 
parks  plus  retail  stores.  It  has  launched  its  own  TV  network. 
It  owns  a  19.4%  stake  in  Turner  Broadcasting  and  its  CNN. 
In  size  and  scope  Time  Warner  is  larger  than  the  commu- 
nications empires  of  Rupert  Murdoch,  Sumner  Redstone 
and  John  Malone. 

But  in  a  business  dominated  by  bigger-than-life  entre- 
preneurs, Jerry  Levin  appears  almost  colorless,  an  intellec- 
tual in  a  world  of  flamboyant  individuals,  a  hired  manager 
amidst  proprietors  and  founders.  A  graduate  of  University 
of  Pennsylvania  Law  School,  Levin  practiced  law  before 
joining  Time  Inc.'s  Home  Box  Office  in  1972,  when  the 
pay  cable  operation  was  in  its  infancy. 

Inevitably,  outsiders  compare  Levin  with  his  two  fa- 
mous predecessors,  publishing  genius  Henry  R.  Luce  and 
super  dealmaker  Steven  Ross.  These  comparisons  make 
Levin  seethe,  but  he  is  accustomed  to  them.  "I  just  don't 
buy  that  the  insubstantial  glare  of  charisma  reflects  reali- 
ty," he  says.  He  admires  Luce,  but  his  praise  for  Ross,  the 
high-liver  and  pal  of  celebrities,  is  sparing.  "Steve,"  Levin 
says,  choosing  his  words  carefully,  "was  smart  enough  to 
put  some  of  the  best  assets  together.  But  he  wasn't  a 
creator  like  Luce  was." 

Is  Levin  a  creator?  He  helped  create  HBO  by  putting  a 
satellite  in  the  sky  to  carry  movies  to  homes.  He  under- 
stands the  possibilities  of  delivering  movies,  books,  rec- 
ords and  an  array  of  information  by  broadcast,  cable, 
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telephone  or  computer. 

Levin  was  the  chief  strategist  of  the 
Time  Warner  merger.  But  Wall  Street  and 
major  Time  Warner  shareholders  are  watching 
him  with  mounting  impatience.  Edgar  Bronf- 
man Jr.'s  Seagram  Co.  owns  14.9%  of  the  stock; 
Paul  Desmarais  and  his  Montreal- based  Power 
Corp.  of  Canada  own  slightly  under  1%;  Court- 
ney Ross,  Steve  Ross'  widow,  owns  just  over  2%, 
if  she  exercises  her  options.  Levin,  by  compari- 
son, owns,  if  he  exercises  his  options,  more  than 
half  a  percent. 

Wall  Street,  too,  has  its  doubts  about  Levin. 
The  stock  market  currently  values  Time  Warner's 
common  equity  at  about  $15  billion.  Disney's 
market  cap  is  $28  billion,  Viacom's  nearly  $17 
billion.  Even  allowing  for  Time  Warner's  heavy 
debt  burden,  the  market  puts  a  lower  multiple  on  a 
dollar  of  Time  Warner  revenues  than  on  a  dollar  of  its 
rivals'  revenues. 

"Time  Warner  is  infuriatingly  appealing,"  says 
Dennis  Leibowitz,  senior  vice  president  at  Donald- 
son, Lufkin  &  Jenrette.   "Appealing  because   [it] 
possesses  such  a  unique  complement  of  distribution 
and  content.  .  .  .  Infuriating  because  it  does  not  offer  a 
pat,  provable  investment  thesis  and  because  its  real 
value  will  not  be  demonstrated  conclusively  for  at  h 
several  years." 

As  the  real  world  turns,  'Several  years"  is  the  blink  o: 
eye;  but  to  Wall  Street  it  is  an  eternity.  That's  Lev 
problem. 

What's  his  strategy?  He  doesn't  articulate  it  terribly  w 
and  that's  part  of  the  problem.  His  explanation  g 
something  like  this: 

The  media,  Wall  Street  and  many  investors  like  to  di\ 
the  entertainment/information  world  into  two  neat  p* 
hardware  and  software.  Software  is  the  content, 
stories,  the  news,  the  pictures,  the  personalities, 
tunes — the  products  of  human  imagination.  In  this  sin 
view,  hardware  is  the  electronics,  the  wires,  the  prim 
presses,  the  networks  that  carry  the  content. 

Forbes  ■  February  27,  1 
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Time  Warner's  Gerald  Levin 
Charisma  is  not  reality. 
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Henry  R.  Luce,  founder  of  Time  Inc. 

Levin  wants  to  overhaul  Luce's  creation 


•  rect  currently  fa- 
vors nterit  providers, 
i  providing  is  not 
capital  intensive  and  is  not 
subject  to  technological 
obsolescence.  Hardware  is 
capital  intensive  and  quick- 
ly outmoded.  Telephone 
and  printing  equipment 
and  movie  projectors  from 
the  1930s  became  scrap 
long  ago;  Gone  With  The 
Wind,  now  the  property  of 
Turner  Broadcasting,  is 
worth  dozens  of  times  what 
it  cost  nearly  60  years  ago. 
So  are  the  Disney  movies 
and  characters. 

The  value  of  software  is 
easy  to  understand.  Who 
would  not  like  to  own  the 
copyright  on  Hamlet? 
Sumner  Redstone  likes  to  bbbbbbI 
say  that  his  Viacom  is  a 

software  company  (Forbes,  Oct.  17,  1994).  Wall  Street 
nods  approval  and  marks  up  Viacom  stock. 

False  dichotomy,  Levin  says.  "I  hate  the  word  hard- 
ware," he  says.  "We  are  not  a  hardware  company.  We 
create  content  and  we  are  a  distribution  company.  We 
distribute  movies,  music,  books  and  news  on  demand. 
Cable  is  not  hardware;  it  is  another  form  of  publishing.  It  is 
marketing.  It  is  the  way  we  get  our  product  into  homes." 

Is  Levin  playing  semantic  games?  No,  he  believes  what 
he  says — that  the  means  of  getting  the  story  to  the 
listeners,  viewers  and  buyers  adds  value  to  the  story,  and 
Time  Warner,  because  it  commands  so  many  different 
forms  of  distribution,  has  a  substantial  lead. 

"Who  makes  the  money  in  the  movie  business?"  he  asks 
rhetorically,  and  answers:  "The  profit  is  in  the  distribu- 
tion. That's  whv  distributors  are  willing  to  help  finance 
films  made  by  others;  they  need  product  to  put  through 
their  distribution  system." 

Time  Warner's  cables  are  distribution.  Time  Warner's 
film  company  and  record  companies  distribute  movies  and 
records  produced  by  individual  performers  and  creative 
people.  Theme  parks  distribute  entertainment  concepts 
and  symbols  to  the  ultimate  consumer  in  a  different  form. 
So  does  Time  Warner's  fast-growing  chain  of  retail  stores. 

Retailing?  Yes,  retailing  is  just  another  way  to  distribute 
the  entertainment  products,  in  Levin's  view.  The  sale  of 
movie-  and  cartoon- related  paraphernalia  is  hugely  profit- 
able. That's  why  there  are  already  111  Warner  Bros. 
Studio  Stores,  and  up  to  30  more  will  open  this  year;  and 
there  is  a  catalog.  "Our  Warner  Bros.  Studio  Store  on 
[New  York's]  Fifth  Avenue  is  \  robably  the  largest-gross- 
ing specialty  store  in  America,"  he  boasts. 

"There's  these  myriad  acts  of  creation,  and  then  there 
are  several  lines  of  distribution,  both  electronic  and  hard 
copy.  And  the  two  are  interrelated.  .  .  .  You  can't  disen- 
gage the  distribution  from  the  creation,"  says  Levin.  It's 
not  hardware  versus  software,  he  maintains. 
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Okay,  but  telephone^ 
Levin  plans  on  using 
cable  systems  to  offer  coi 
petitive  telephone  servic 
"Someday  15%  of  N 
Yorkers  will  be  paying  th 
phone  bills  to  Time  W; 
ner,"  says  Levin.  "And 
their  cable  bills  could 
charges  for  movies,  elel 
tronic  games  and  news  dip 
demand,  just  to  name  a  fev  or 
of  the  services  Time  Warnet" 
plans  to  offer." 

Levin    hopes    the    telwii^u 
phone  business  can  add  set 'bin. 
eral  billion  dollars  in  revc 
nues  over  the  next  five  tror- 
ten  years.  "I'm  not  bettin  M 
the  company  on  telephone 
ny,"  he  says.  "But  whiiiais  . 
I'm  delivering  movies,  I  caste  to  r 
also  be  delivering  a  telAce  lien 
phone  conversation.  AstjuniM 

matter  of  fact,  it  is  easier  to  deliver  a  telephone  sign  ; 

than  it  is  to  deliver  a  movie.  The  world  just  hasmpc  ...; 

awakened  to  that.  lo.-base 

"I'd  like  a  go  at  a  $100  billion  telephone  business  am  lies,  To 

let  the  telephone  companies  have  a  go  at  the  $20  billioc  umbere 

cable  business.  The  odds  are  in  our  favor.  I'm  many  yea? 

ahead  of  getting  into  that  business,  before  they  can  deliv\ 

video." 


Already,  Time  Warner  is  receiving  revenues  from  loMJtakeinstt 
distance  companies  for  connecting  calls  and  carrying  da. 
for  private  businesses  on  Time  Warner's  upgraded  cahl 


rai  wan 


inesvste 


"I'd  like  a  go  at  a  $100  billion  telephone 
business  and  let  the  phone  companies  have 
a  go  at  the  $20  billion  cable  business." 


systems.  It  is  already  doing  this  in  14  locations,  includiti 
Cincinnati,  Houston  and  San  Diego.  In  1995  another"  1 
to  15  cities  will  be  added,  among  them  Indianapolis  zt  t 
Milwaukee.  "I  just  put  a  little  more  capital  in,"  says  Lew 
"and    I    get    this    whole    new    revenue    stream    freifll] 
telephony." 

Levin  makes  a  convincing  case,  but  for  Wall  Strc 
numbers  speak  louder  than  words.  Time  Warner  share: 
December  were  around  32.  Now  they  are  at  39,  still  do 
from  a  peak  of  467/s  in  1993,  before  the  FCC  ordered  a  1 
cut  in  cable  fees.  Recently  institutions  sold  more  stc 
than  they  bought.  Edgar  Bronfman  Jr.'s  Seagram  Co.  di 
not  have  a  profit  yet  on  its  investment.  Courtney  Ros 
worried  about  Time  Warner's  direction.  Her  lawyer,  El 
Fields,  says:  "Mrs.  Ross  has  an  enormous  stake  in  Ti 
Warner  and  has  naturally  questioned  money  mana§ 
whether  she  is  doing  the  appropriate  thing  in  holding 
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has  decided  to  hold  on 

it    but    continues    to 

questions      and      be 


Courtney  Ross  and  the  late  Steve  Ross 
Concerned  about  the  family  jewels. 


icerned 

Bronfman  won't  talk  for 
record,  but  he  is  friend- 
with  Hollywood  agent 
id i  chael  Ovitz,  a  man  with 
vering    ambitions,    and 
h  Bamr  Diller,  the  ex- 
studio  boss  who  made 
unsuccessful  bid  for  Par- 
fat   ount  and  still  lusts  for  a 
dio  of  his  own.  Bronf- 
n  is  currently  supportive 
Levin,  but  the  betting  is 
t  Bronfman  hasn't  given 
I  in  an  undated  check. 
ttt  Meanwhile,    Levin    has 
Icp   ne      messy      deals      to 
ghten    out.    In    their 
te  to  raise  money  to  re- 
:e  debt,  Steve  Ross  and     ^^^M 
in  made  deals  to  sell  a 
ag  5%  interest  in  hbo,  Warner  Bros.'  movie  studio  and 
b  ne  Warner  cable  systems  to  U  S  West,  an  Englewood, 
lo. -based  telephone  company,  and  two  Japanese  com- 
es; des,  Toshiba  and  Itochu.  This  raised  S3. 5  billion  but 
Ml   umbered  some  of  the  company's  most  valuable  assets, 
nry  in  wants  to  overhaul  the  byzantine  Time  Warner 
dd  ertainment  partnership. 

ie  wants  U  S  West  and  perhaps  other  outside  investors 

ml   ake  instead  a  half  interest  in  Time  Warner's  cable/tele- 

ngi  me  systems.  This  arrangement  would  slash  Time  War- 

:d  c  's  debt  by  taking  off  its  books  the  most  capital-intensive 

t  of  the  business.  With  a  cleaner 

ince  sheet,  Time  Warner  stock 

;ht  move  even  higher  than  it  has 

ntly. 

or  Levin  this  involves  eating  seri- 

crow.  In  the  1993  Time  Warner 

ual  report,  he  stated  that  "Be- 

se  we  substantially  accomplished 

restructuring  objectives  in  1993, 

more  changes  would  not  be  of  the 

otliAe  magnitude."  But  that  was  be- 

:    his    big    shareholders    started 

Li  wling. 

'he  problem  is  that  the  major  out- 

:  partner,  U  S  West,  is  not  dancing 

joy   at   the   proposed   change. 

e've  made  no  commitments,  or 

-  j  i  had  specific  talks  about  where  we 

Jit  to  be  on  the  terms  of  the  deal," 

Thomas  Pardun,  president  of  U  S 

>t  Multimedia  Group,  the  subsid- 

where   the  joint  venture  with 

le  Warner  is  managed. 

-ut    don't    underestimate 

JT    in 

en  Levin  took  over  on 


OK 

iCo. 
tvft 

ein 


Si  i 


Jerry 


Edgar  Bronfman  Jr. 

Will  he  get  Seagram  a  board  seat? 


(h 
cs 


Ross' 
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death  two  years  ago,  he  was 
confronted  with  a  20-per- 
son  board  of  directors 
packed  with  Ross  cronies, 
several  of  whom  clearly 
hoped  to  be  powers  behind 
the  throne.  Levin  forced 
out  9  of  the  directors,  re- 
ducing the  board  to  11 
members,  axing  chief  Ross 
aides  Martin  Payson  and 
Bert  Wasserman.  He  also 
reduced  the  influence  of  3 
important  advisers  to  Ross, 
attorneys  Arthur  Liman 
and  Martin  Lip  ton,  and 
dealmaker  Felix  Rohatyn. 

In  winning  that  fight 
against  all  these  heavy- 
weights Levin  proved  he 
was  no  patsy.  Things  got 
pretty  personal,  and  re- 
criminations remain.  All 
Levin  will  say  about  the 
battle  of  the  board  is:  "It  was  time  to  get  rid  of  some  old 
blood  and  replace  it  with  new  blood." 

The  stripped-down  board  was  then  expanded  with  four 
Levin  supporters:  Carla  Hills,  former  U.S.  Trade  Repre- 
sentative; Francis  T.  Vincent  Jr.,  former  Baseball  Commis- 
sioner; Reuben  Mark,  chairman  of  Colgate-Palmolive; 
and  Michael  Miles,  former  chairman  of  Philip  Morris. 
They  seem  solidly  behind  Levin.  The  board  now  numbers 
15.  Edgar  Bronfman  Jr.  might  get  a  seat  someday.  Of  him, 
Levin  says:  "I'm  developing  trust  with  Bronfman." 
Levin  has  struggled  with  some  success  to  harness  the 
huge  egos  that  infest  the  company. 
This  struggle  led  to  the  departure  last 
year  of  Mo  Ostin,  longtime  boss  of 
Warner  Bros.  Records.  What  hap- 
pened to  Ostin?  Levin  says  simply  that 
he  decided  Warner  needed  "a  new 
generation  of  leaders." 

The  Ostin  ouster  did  not  endear 
Levin  to  the  tight  little  cabal  that  runs 
the  record  business.  "This  has  desta- 
bilized the  greatest  record  company 
in  the  business,"  says  billionaire  Da- 
vid Geffen.  "The  loss  was  sheer  mad- 
ness. I  guarantee  you  it  will  show  up  in 
the  bottom  line  eventually." 

Oded  (Ed)  Aboodi,  the  head  of 
Alpine  Capital,  who  dominated  Time 
Warner's  dealmaking  and  who  earned 
multimillion-dollar  annual  fees,  will 
no  longer  be  Levin's  chief  financial 
adviser.  To  insure  loyalty  and  to  com- 
pensate them  properly  for  their  record 
performances,  all  the  division  heads 
were  given  new  contracts  by  Levin — 
including  Michael  Fuchs,  chairman  of 
Home  Box  Office;  Robert  Daly  and 
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Time  Warner 


Richard  Parsons,  Time  Warner  president 

One  of  Levin's  newly  hired  high-profile  allies. 


■  I,  co-chief  exec- 

yVarher    Bros.; 

,  n,  chief  executive 

me  Inc.;  and  Robert 

Morgado,     chairman      of 

Warner   Music — and    they 

seem  for  now  on  Levin's 

side. 

Meanwhile,  Levin  has 
been  reinforcing  his  posi- 
tion by  bringing  in  high- 
profile  allies.  Richard  Par- 
sons, a  politically  savvy 
New  York  banker,  is  now 
Time  Warner  president,  in 
charge  of  financial  and  legal 
matters. 

Parsons'1  job,  in  his  own 
words,  is  to  be  "Jerry's  ju- 
nior partner,  a  sounding 
board  for  another  perspec- 
tive." Another  way  of  de- 
scribing his  assignment 
would  be  this:  to  bring 
some  outside  air  into  a  rath- 
er ingrown  company.  ■  ' 
Among  other  things,  Par- 
sons will  fill  many  of  Aboodi's  old  functions. 

Norman  Pearlstine,  Time  Warner's  new  editor-in-chief, 
was  brought  in  to  serve  a  similar  role:  as  a  Levin  ally  and  for 
an  outsider's  perspective.  Pearlstine  and  Levin  are  fellow 
graduates  of  Haverford  College,  outside  Philadelphia. 
After  serving  as  managing  editor  of  the  Wall  Street 
Journal,  Pearlstine,  a  onetime  Forbes  staffer,  ran  a  limited 
partnership  that  looked  for  investments  in  media 
companies. 

It  is  probable  that  Levin  will  have  good  news  to  report 
on  Time  Warner's  progress  in  the  telephone  business.  He 
is  also  certain  to  unload  some  underperforming  assets  to 
pay  down  debt.  Which  assets?  Time  Warner's  minority 
interest  in  Turner  Broadcasting  is  a  candidate.  Those 
shares,  which  are  doing  nothing  for 
Time  Warner's  earnings,  would  very 
likely  bring  $1  billion  or  more,  which 
could  be  used  to  pay  down  high- 
coupon  debt.  Levin  is  known  to  be  as 
fed  up  with  Ted  Turner's  rambunc- 
tiousness  as  Turner  is  with  what  he 
regards  as  Lime  Warner's  meddling. 

The  stumbling  block  here  is  price. 
Levin  would  like  to  get  a  substantial 
premium  over  Turner's  recent  market 
price  of  173/i  a  share.  But  there  aren't  a 
lot  of  people  ho  will  pay  a  premium  to  be  Ted  Turner's 
junior  partner 

If  he  can  undo  the  deal  with  U  S  West,  Toshiba  and 
Itochu,Lc  ,  a  ill  be  able  to  put  all  the  cable  and  telephone 
operations  in  a  new,  separate  company.  Ideally,  Time 
Warner  would  \  n  only  50%,  so  the  debt  assigned  to  these 
operations  wou  not  be  consolidated  with  the  Time 
Warner  balance  si 
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This  is  just  balance  sheet 
shuffling,  of  course,  but  it 
would  make  Time  Warnei 
more  transparent.  That  is  tq 
say,  its  remaining  asset} 
would  be  judged  as  j 
pure  entertainment/infor- 
mation company  while  th< 
cable/telephone  holdings 
would  be  separately  valued 
Levin  may  have  scorn  foj 
the  old  hardware/software 
dichotomy,  but  if  that' 
what  investors  want,  Levii: 
is  apparently  prepared  t« 
give  it  to  them. 

Back  in  the  real  world. 
Levin  counts  heavily  on  th 
new  digital  videodisk  creal 
ed  in  partnership  with  To! 
shiba.     Paramount,    MO 
Turner     and     mgm     anrl 
Thomson  Consumer  Ele( 
tronics  have  decided  to  bv\\ 
the  disk,  rather  than  til 
competing  Sony  produo 
It  will  have  4V2  to  5  houri 
programming  on  two  sides,  be  able  to  handle  seven 
languages,  is  adaptable  for  high-definition  TV  as  well 
regular,  and  will  protect  content  from  copying. 

Warner  Music  made  a  fortune  when  compact  discs  canr 
in;  it  was  able  to  sell  its  recording  library  to  consumers ; 
over  again.  So  it  was  with  videocassettes  and  movies;  tit 
videocassettes  created  a  brand-new  stream  of  revenues  fl 
films.  The  digital  videodisks  are  cheaper  to  make  thn 
videocassettes,  play  much  longer  and  can  be  programmi 
easily  for  different  markets.  Levin  says  it  will  even 
possible  to  create  an  adult  version  and  a  family  version) 
the  same  movie,  using  the  disks. 

This  could  have  a  tremendous  payoff  for  all  the  mo 
companies.  Time  Warner  will  be  able  to  reissue  the  vidJ 
rights  to  the  entire  mgm  and  Unit: 
Artists  film  libraries. 

With  luck,  Levin  may  pull  of 

coup  by  enticing  Steven  Spielbe 

David  Geffen  and  Jeffrey  Katzenbc 

to  ally  their  new  entertainment  co 

pany  with  Time  Warner.  Right  n 

the  much  publicized  trio  is  with  Mi 

but  MCA  is  shaky  what  with  its  i 

executives  feuding  with  the  owr 

Japan's  Matsushita.  "If  Sidney  She, 

berg  breaks  with  Matsushita,  I'm  o 

fident  they  will  join  us,"  says  Warner  Bros.'  Robert  D: 

Can  Levin  handle  so  many  fragile  egos?  So  far  he 

managed  fairly  well.  "If  we're  going  to  have  stars,  soi 

times  there  are  collisions,"  he  says.  "That's  okay 

sometimes  they  butt  heads,  that's  okay.  I  just  want 

maximum  performances  from  our  businesses." 

Levin  is  counting  on  some  help  from  Washington 
year,  from  the  new  Republican  majority  in  Congress. 


"Mrs.  Ross  has  an  enormous 
stake  in  Time  Warner  She  has 
decided  to  hold  on  to  it  but 
continues  to  ask  questions 
and  be  concerned." 
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..he  original  plans  called  for  streets. 
Rumor  has  it,  they  couldn't  float  the  bonds. 


Uur  point  is:  you  need  financial  solutions,  not  problems. 

USL  Capital  provides  a  diverse  range  of  commercial  financing  services. 

But  in  everything  we  do,  our  trademark  is  the  same:  skillfully  crafted  solutions, 

shaped  the  customer's  way,  delivered  with  unusual  speed. 

Precisely  why  we've  built  our  commercial  financing  company  around  extremely  capable  people. 

They're  experienced,  highly  knowledgeable,  empowered  to  make  decisions  —  and  accountable. 

Perhaps  it's  time  you  turned  to  us.  Our  financing  solutions  will  launch  your  plans. 


Iflj  Municipal  and 
porate  Financing 

•rents  in  municipal  and 
corporate  securities. 
Financing  to  state 
id  local  governments. 
(800)  559-8088 


Fleet 
Services 

Lease  financing  and 

management  services 

for  commercial  fleets. 

(800)  393-8088 


Real  Estate 
Financing 

Intermediate-term, 

lirst  mortgage  loans 

on  income-producing 

propertics- 

(800)  557-8088 


CAPITAL 


Business  Equipment 
Financing 

Financing  lor  office, 

manufacturing  and 

other  equipment. 

(800)  938-8088 


Rail 
Services 

Rail  Meet  management. 

Operating  leases  to 

shippers  and  railroads. 

(800)  797-8088 


s 


USL  Caortai  Corporation 


Transportation  and 
Industrial  Financing 

Finances  large-balance 
transportation  equipment 
and  industrial  facilities. 

(800)599-8088 


<^"""\y  ^    Ford  Financial 
^^^^    Services  Group 


Time  Warner 


Why  Jerry  Levin 
barrels  ahead 


Ask  Jerry  Levin  which 
businessmen  he  most  ad- 
mires, and  the  answer  is 
not  the  predictable  Steve 
Ross  or  Henry  Luce. 
"The  man  who  most  influ- 
enced me,"  says  Levin, 
"was  David  LilienthaJ." 
Few  Americans  born 
after  World  War  II  will  re- 
member David  Lilien- 
thal,  but  to  an  older  genera- 
tion he  cut  a  wide  swath 
through  business,  finance, 
politics,  international  af- 
fairs. Born  in  1899  in  Mor- 
ton, 111.,  he  was  educated 
at  DePauw  University  and 
Harvard  Law  School.  He 
was  a  member  of  the  Wis- 
consin Public  Service 
Commission  under  Wis- 
consin Governor  Philip 
La  Follette,  son  of  the  great 
populist.  In  1933  Frank- 
lin Roosevelt  brought  Lil- 
ienthal  into  the  spotlight 
when  he  named  him  a  di- 
rector of  the  New  Deal's 
controversial  Tennessee 
Valley  Authority.  From 
1941  until  1946  Lilienthal 
served  as  the  tva's  chair- 


man. In  1946  Harry  Tru- 
man appointed  Lilienthal 
the  first  chairman  of  the 
U.S.  Atomic  Energy 
Commission. 

In  1955  Lilienthal 
veered  toward  Wall  Street. 
With  financial  backing 
from  Lazard  Freres'  Andre 
Meyer  he  founded  Devel- 
opment &  Resources 
Corp.,  a  natural  resources 
firm  specializing  in  infra- 
structure projects. 


Among  these  were  a  large 
contract  from  the  Peace 
Corps  to  develop  the  Me- 
kong River  Delta  in  Viet- 
nam, and  an  enormous  plan 
to  turn  a  southern  desert 
region  into  a  fertile  bread- 
basket for  Iran.  Begun 
during  the  Shah's  regime,  it 
collapsed  during  the  late 
1970s,  a  victim  of  that  na- 
tion's political  instability. 

Lilienthal  died  in 
1981,  aged  81. 


David  Lilienthal,  Levin's  mentor 
A  higher  purpose  than  money. 


has  recently  disclosed  the  S2.2  billion  purchase  of  Hous- 
ton Industries'  cable  systems;  this  will  give  Houston 
Industries  preferred  stock  convertible  to  5%  of  Time 
Warner.  He  also  intends  to  acquire  Cablevision  Industries, 
which  operates  in  New  York,  North  Carolina  and  Florida, 
among  other  places.  These  two  deals  will  raise  Time 
Warner's  cable  subscribers  to  11.5  million,  neck  and  neck 
with  TCI,  John  Malone's  company. 

These  transactions  come  on  the  eve  of  a  significant 
policy  change  in  Washington.  Congressional  Republicans 
propose  to  reduce  the  level  of  regulation  of  both  cable  and 
telephony  operators.  Regardless  of  this  legislation,  Time 
Warner's  cable  operations  will  show  double-digit  operat- 
ing revenue  gains  by  the  end  of  1995.  Levin  calls  House 
Speaker  Newt  Gingrich  "the  Prince  of  Cyberspace,  a  total 
believer  in  Internet  and  what  we  are  doing." 

What  about  that  full-service  interactive  network  just 
introduced  in  Orlando,  Fla.?  Levin  refuses  to  disclose  how 
much  money  Time  Warner  has  invested,  but  he  insists  he 
hasn't  bet  the  company  on  the  experiment.  "The  money 


Fresh  from  four  years 
at  Simpson  Thacher  & 
Bartlett,  the  New  York 
law  firm,  Levin  went  to 
work  for  Lilienthal's  De- 
velopment &  Resources 
Corp.  in  1967  and  stayed 
until  1971.  He  became 
general  manager  and 
chief  operating  officer  in 
1969.  But  in  1971,  after 
Development  &  Resource: 
was  taken  over  by  Inter- 
national Basic  Economy 
Corp.  (a  Rockefeller  fam- 
ily enterprise),  Levin  be- 
came ibec  representative 
in  Tehran,  Iran. 

"It  was  there  I  got  my 
interest  in  technology  be- 
cause we  had  300  engi- 
neers working  for  us,"  say! 
Levin.  "There's  not  a  lot 
of  difference  distributing 
electronics  and  distribut- 
ing water." 

What  did  Levin  learn 
working  with  Lilienthal? 
"He  taught  me  that  the 
discipline  of  making  money\ 
is  very  important,  but  nev- 
er forget,  there's  a  higher 
purpose,"  Levin  replies. 
He  adds:  "Lilienthal  woulc  | 
just  barrel  ahead,  no  mat 
ter  what  was  put  in  front  oft 
him.  And  you  know, 
that's  me."  -R.L. 


won't  go  in  unless  it's  clear  there  is  a  marketplace,"  he  says  !j 
Privately,  he  says  that  video-on-demand  will  catch  on 
mainly  with  the  computer-friendly  generation.  He  expect!' 
his  investment  in  upgrading  cable  systems  for  interactivity 
to  pay  off  on  a  whole  host  of  activities,  including  movies  l 
on-demand.  He  is  certain  people  will  spend  money  to  gee 
movies  when  they  want  them  in  the  comfort  of  their  owri 
homes.  "I  will  stake  my  career,"  he  says,  "that  people  will 
buy  movies  on  demand." 

It's  not  easy,  creating  present  value  for  shareholders  in 
a  fickle  stock  market  while  continuing  to  make  invest! 
ments  that  won't  pay  off  for  years.  Levin  says  he  can  d< 
both.  "I'm  not  going  to  hide  behind  building  long-tern' 
value  at  the  expense  of  short-term  performance,"  hi 
insists. 

"It's  got  to  be  this  year,"  says  one  Wall  Streeter 
"Whatever  happens,  the  market  will  speak.  The  marke 
is  going  to  have  the  last  word."  Another  ten  points  o 
Time  Warner  stock  might  just  ensure  Gerald  Levin 
survival. 
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EDITED  DV  FLEMING  MEEKS 


cession  is  problem  number  one  for  many  an  entrepreneur. 
jw  Brandon  Systems'  Ira  Brown  is  dealing  with  it. 

Sometimes  the  best  man 
for  the  job  is  a  woman 


Whkn  Ira  Brown  was  10  he  was 
delivering  suits  for  a  tailor  in  his 
Brooklyn  neighborhood;  by  12  he 
was  delivering  papers  and  earning  $8  a 
week — big  money  for  a  youngster  in 
the  1930s.  After  stints  in  the  Mer- 
chant Marine,  at  Westinghouse  Elec- 
tric (designing  turbines)  and  Loral 
Corp.  (running  computer  opera- 
tions), in  1968  Brown  started  his  own 
business,  Brandon  Systems  Corp. 

Now  67,  Brown  is  looking  forward 
to  spending  some  of  the  money  he  has 
amassed.  But  as  is  the  case  with  many 
entrepreneurs,  wanting  a  successor  is 
easier  than  getting  one.  "I've  been 
trying  to  let  go  since  I  started  the 
company,"  Brown  jokes.  "I  never 
found  the  people  I  could  trust." 

Brandon  Systems  is  a  temporary 
staffing  agency  specializing  in  data 
processing  workers.  In  fiscal  1994 
(ended  Oct.  2),  Secaucus,  N.J. -based 
Brandon  Systems  had  2,200  employ- 
ees on  its  payroll  and  earned  $4.9 
million  on  revenues  of  $67  million. 
Brown's  30%  stake  in  the  company  is 
now  worth  $24  million — more  than 
enough  for  some  serious  travel  with 
Myra,  his  wife  of  40  years. 

Twice  during  the  past  15  years 
Brown  has  brought  in  would-be  suc- 
cessors. He  says  he  fired  the  first  for 
setting  up  a  rival  temp  agency  behind 
Brown's  back  and  the  second  because 
he  had  a  roving  eye. 

Oftentimes  the  best  successor  is  a 
company  veteran.  And  sometimes 
he's  a  she — especially  now  that  wom- 
en have  spent  years  working  up 
through  corporate  structures. 

Ira  Brown  believes  he  has  finally 
solved  his  succession  problem  by  pro- 
moting 37-year-old  Domenica 
Schulz-Scarpulla  to  head  of  the  com- 
panv.   Schulz-Scarpulla  hired  on   at 
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Brandon  Systems 
Ira  Brown 
and  Domenica 
Schulz-Scarpulla 
"If  you  want  to 
have  succession 
planning,  you've 
got  to  bring  in  good  • 
people,  and  you 
can't  undermine 
them.'' 


/ 


Brandon  as  a  2 3 -year- old  sales  rep  in 
1981.  Divorced,  with  an  infant 
daughter  to  support,  she  badly  need- 
ed the  job  and  worked  like  a  devil  to 
advance  in  it.  Working  out  of  Bran- 
don Systems'  three-person  office  in 
New  Brunswick,  N.J.,  she  called  on 
big  companies  like  AT&T  and  Johnson 
&  Johnson,  schooling  herself  in  the 
art  of  selling  as  she  went  along. 

"I  took  a  very  soft  sell  approach," 
recalls  Schulz-Scarpulla.  "If  I 
couldn't  get  their  business,  I  would 
ask  if  I  could  keep  in  touch  with  them, 
learn  about  the  business  from  them." 

Customers  responded  to  Schulz- 
Scarpulla's  manner.  Within  three 
years  she  was  running  two  offices  in 
New  Jersey  and  producing  more  than 
half  of  Brandon's  sales  and  profits.  As 
Brown  concentrated  on  opening  new 
offices  around  the  country,  he  began 


turning  over  more  responsibility 
his  bright  voting  sales  manager. 

By  1989  Brandon  had  16  offi 
and  $30  million  in  revenues.  Bro 
began  to  seriously  groom  Schi 
Scarpulla  to  succeed  him.  He  remei 
bered  a  lesson  learned  years  befoi 
While  at  Loral  Corp.  he  had  watchi 
Loral  cofounder  Leon  Alpert  destj 
his  number  two  man  by  continu 
second-guessing  him.  "I  said  to 
self,  Tou  can't  do  that.  If  you  want 
have  succession  planning,  you've 
to  bring  in  good  people  and  you  j 
can't  undermine  them,'  ' 
Brown.  "'Eventually  Leon  had  to 
out,"  Brown  continues.  "He  di 
have  a  succession  plan." 

Determined  not  to  make  this 
take   with   Schulz-Scarpulla,   Bro' 
put  her  in  charge  of  the  company 
largest  division,  the  temporary  col 
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form  of  business  communication  commands  the  attention  of  a  letter  on  Crane.  It  does  more  than  convey  your  message.  It  imparts 
nse  of  importance  that  the  words  alone  cannot.  Since  1801,  we've  made  Crane  papers  only  from  100%  cotton.  Hence,  their 
quely  crisp  hand  and  flawless  finish.  Crane  Business  Papers  are  available  at  select  distributors,  engravers  and  printers.  For  a 
ipling  of  important  corporate  letterheads  on  Crane,  please  contact  Mr.  James  Alexander,  Crane  <&_  Co.,  Inc.,Dalton,  MA  01226. 
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The  common  se 
When  the  job  is  rj;. 
company.  Why?  bi 
systems  with  the  be 
flexible.  It's  depends 
us  at  commonsensefe>dg. 


C  J  995  Data  General  Corporation. 


It's  the  difference  between  getting  a  job  done,  and  getting  it  done  rig 

ps  ■  Data  General  provides  open  systems  computing  that  makes  sense  for  your 

^petition,  we  don't  duplicate  existing  technology.  We  create  open  computer 

ased  technologies  available.  So  your  system  can  change  as  you  grow.  Its 

,  sense  Call  1-800-DATA-GEN  for  our  guide  to  corporate  computing  e.mail 

,  ,n  to  The  Common  Sense  Connection*^  www.dg.com  or  gopher.dg.com. 

iw  Data  General 

Bringing  Common  Sense  to  Compu 


UP  &  COMERS 


iter  operator  business.  He  then  de- 
nted with  his  wife  to  spend  six  weeks 
Australia.   "When   I  came   back, 
ings  were  as  smooth  as  if  I  had  never 
ft,"  beams  Brown. 
The  next  test  for  Schulz-Scarpulla 
me  in  1991,  when  Brown  put  her  in 
large    of   Brandon's    moneylosing 
ogramming  division.  Schulz-Scar- 
illa  turned  the  operation  around  in 
ne  months  and  then  merged  it  with 
e  larger  division,  a  major  reason  that 
randon's  profits  nearly  doubled  be- 
een  1992  and  1994.  Brown  named 
r  chief  operating  officer  in   1992 
d  president  a  year  later. 
Schulz-Scarpulla    has    looked    for 
ys  to  coexist  profitably  with  outfits 
e  IBM's  Integrated  Systems  Solu- 
ns  division  and   Electronic   Data 
stems.  Increasingly  these  compa- 
s  buy  up  clients'  data  centers  and 
them  for  a  fee;  this  could  separate 
andon  Systems  from  many  of  its 
st  customers.  To  stay  in  the  game, 
nulz-Scarpulla  positioned  Brandon 
terns  as  a  subcontractor  to  the  big 
tractors,    providing    them    with 
ffing  for  highly  specific  functions, 
managing  tape  libraries  and  run- 
g  printers.  Thus  has  Schulz-Scar- 
11a  doubled  business  with  IBM  and 
S.  Last  year  Brandon's  earnings  of 
.10a  share  were  up  smartly  from  69 
ts  a  share  in  fiscal  1993. 
emarried  and,  as  of  Jan.  30,  the 
ther  of  a  new  daughter,  Schulz- 
rpulla  says  she'll  open  8  sales  of- 
s  this  year,  raising  Brandon's  total 
32.  She  and  Brown  are  also  consid- 
g  three  acquisitions — Brandon  is 
t-free  and  sitting  on  SI 5  million 
.49  a  share)  in  cash — that  would 
end  the  company's  reach  within 
U.S.  and  into  Canada. 
on't   the    new   baby    slow    her 
vn?  Schulz-Scarpulla  shoots  back: 
I  could  do  it  when  I  didn't  have  a 
band  and  was  making  S20,000  a 
r,  I  can  certainly  do  it  now."  Ana- 
s  who  follow  the  company  predict 
ndon's  earnings  will  rise  another 
fo  this  year,  to  SI  .30  a  share.  At  a 
ent  18,  Brandon's  American  Stock 
hange-listed   shares   have   nearly 
bled  over  the  last  vear. 
hough   not  scheduled   to   retire 
il  1996,  Ira  Brown  says  he's  found 
woman  and  may  nor  wait.  "I'm 
dy  for  Dee  to  take  over,  anytime 
wants  to,"  he  chirps.  — F.M.  M 


FOLLOW  THROUGH 


Buying  doctors 


In  1983  Steven  Scott,  a  North  Car- 
olina obstetrician,  began  to  contract 
with  other  doctors  and  then  resell 
their  services  to  hospital  emergency 
rooms  around  the  Southeast.  By 
1993  Scott's  Coastal  Healthcare 
Group  had  3,200  doctors  under 
contract,  making  it  the  largest  provid- 
er of  contract  health  care  and  ad- 
ministrative services  to  hospitals  in 
the  country.  Earnings  that  year  hit 
S14  million  ($1.03  a  share)  on  reve- 
nues of  $447  million  (Forbes,  Oct. 
25,  1993). 

Since  then,  Scott,  now  46,  has 
shifted  strategies.  He  has  used  Coastal 
Healthcare  stock  to  acquire  the 
practices  of  900  physicians,  half  of 
them  in  primary-care  and  mostly  in 
the  Southeast.  After  buying,  he  cuts 
costs,  consolidates  purchasing  and 
back-office  functions,  and  goes  after 
contracts  with  HMOs. 

Scott  explains  the  new  strategy 
and  his  frantic  acquisition  pace  this 
way:  "What  I've  seen  is  that  once 
managed  care  hits  12%  to  15%  of  a 
market,  there  seems  to  be  a  dou- 
bling of  [managed  care]  penetration 
in  the  next  12  months.  I  saw  that 


> 


Coastal  Healthcare's  Steven  Scott 
Betting  big  on  managed  care. 


happening  in  my  own  markets,  and  if  I 
didn't  get  out  there  I'd  miss  it." 

Analysts  who  follow  the  company 
think  Coastal  earned  about  $31  mil- 
lion, or  $1.38  a  share,  last  year  on 
revenues  of  $750  million.  Coastal's 
earnings  are  expected  to  be  up  an- 
other 20%  in  1995.  But  Coastal's 
stock  has  been  going  the  other  way. 
Over  the  past  year  the  stock  has 
dropped  from  a  high  of  42  to  a 
recent  26M> — partly  because  Wall 
Street  has  knocked  down  lots  of 
high-earnings-multiple  stocks,  but 
also  because  Scott's  moves  into  the 
hmo  market,  including  the  acquisi- 
tion of  a  Tallahassee,  Fla.  hmo,  rep- 
resent an  untried  strategy  for  a  physi- 
cian management  company. 

Scott,  whose  34%  stake  in  Coastal 
is  now  worth  over  $200  million,  says 
he  intends  to  remain  an  aggressive 
acquirer  of  physician  practices.  But 
with  Coastal's  stock  down,  he'll  pay 
with  cash.  "We  have  a  $200  million 
line  of  credit  we  haven't  touched," 
he  says.  -Matt  Walsh 
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The  280 -Horsepower 
Lincoln  Mark  VIII 

Of  all  the  places  you  could  go  to  enjoy  a  great  performance, 
none  compare  to  the  driver's  seat  of  the  Lincoln  Mark  VIII. 

That's  where  you'll  experience,  firsthand,  the 
power  and  exhilaration  of  Mark  VIII's  32-valve,  280-horse- 
power,  Four-Cam  V-8  InTechr'  System*  designed  to  take 
you  100,000  miles  before  its  first  scheduled  tune-up.  And 
where  you'll  enjoy  the  benefits  of  its  unique  computer- 
managed  suspension  system  that  automatically  lowers  the 
car  at  55  mph  for  better  handling. 

But  power  isn't  all  the  Lincoln  Mark  VIII  has  to 
offer.  Within  the  recesses  of  its  plush  interior  lay  all  the 
amenities  you  could  wish  for  in  a  luxury  sports  coupe. 
Including  six-way  power  front  seats,  CD  player,"  voice- 
activated  phone"  and  a  sweeping  interior  that  virtually 
wraps  itself  around  you. 

There's  also  standard  dual  air  bags,'  four-wheel 
anti-lock  brakes  and  the  Lincoln  Commitment,^  a  compre- 
hensive owner  benefits  package  including  24-hour  Roadside 
Service  Assistance  and  a  complimentary  service  loaner.H 
For  further  information  about  Lincoln  Mark  VIII,  call 
1  800  446-8888.  And  put  yourself  in  the  center  of  an 
incomparable  performance. 


LINCOLN 

Luxury     Car     Should     Be 
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3  who  thinks  starting  a  business  will  generate 
overnight  is  almost  certain  to  be  disappointed, 
:rt  Harshaw  was,  but  he  stayed  the  course. 

Don't  count 
your  chickens 


By  R.  Lee  Sullivan 

Oykr  drinks  at  a  Christmas  party  ten 
years  ago,  Robert  Harshaw  was  chat- 
ting with  his  host,  Dennis  Keith, 
about  a  ghoulish  subject:  airplane 
crashes.  Keith,  who  was  head  of  Frito- 
Lay's  corporate  jet  operations,  told 
Harshaw  that  several  recent  disasters 
had  been  caused  by  "checklist"  er- 
rors— pilots  carelessly  rushing 
through  such  pre-takeoff  and  pre- 
landing  procedures  as  setting  wing 
flaps,  checking  hydraulic  systems  and 
lowering  landing  gear.  Just  a  year 
earlier,  for  example,  a  United  DC-8 
had  crashed  on  takeoff  in  Detroit 
because  the  crew  neglected  to  set  the 
stabilizer  trim. 

Harshaw,  who  had  just  finished  up 
a  Ph.D.  in  physics  at  the  University  of 
Texas  in  Dallas,  would  soon  take  a  job 
working  on  the  Star  Wars  missile  de- 
fense program  at  Texas  Instruments. 
But  the  holiday  conversation  nagged 
at  him.  Computers,  he  knew, 
could  produce  digitized  speech.  ~™ 
Why  not  use  a  talking  computer 
to  solve  the  checklist  problem? 

With  advice  from  Fri to- Lay's 
Keith  and  a  cousin,  Timothy 
Doeli,  who  ran  a  small  company 
installing  air  conditioners  in 
corporate  ircraft,  Harshaw, 
then  28,  o  Med  together  a 
computer  the  *  of  a  car  ste- 
reo. A  recorded  i  •  from  the 
little  black  box  t  I  off  items 
from    an    airplane  cl  list. 

When   the   pilot   con; 
task,  he  pushed  a  butu       >n  the 
control  stick,  and  the  c< 
called  off  the  next  item.  C 
developing      the       protoi 
$20,000. 

That  fall  Harshaw,  Keith  and 


Doell  incorporated  a  company, 
Heads  Up  Technologies,  Inc.,  to 
market  the  product,  and  rented  a 
booth  at  the  National  Business  Air- 
craft Association  convention  in  New 
Orleans.  In  one  day  they  sold  12 
checklist  computers  to  corporate 
flight  directors,  at  $4,500  each. 

"We're  gonna  get  rich!"  Harshaw 
remembers  thinking.  But  it  didn't 
work  out  quite  that  smoothly. 

Unwilling  to  give  up  their  regular 
jobs,  Harshaw,  Keith  and  Doell  ran 
Heads  Up  in  their  spare  time  and  on 
the  cheap,  relying  on  Keith's  connec- 
tions in  the  corporate  flight  commu- 
nity for  most  of  their  sales.  In  their 
first  year  they  sold  just  50  of  their 
checklist  prompters. 

By  late  1987,  two  years  after 
launching  Heads  Up,  it  was  time  to 
fish  or  cut  bait.  The  partners  decided 
to  fish.  They  sold  around  two-thirds 


Heads  Up  Technologies'  Robert  Harshaw 
His  company  nearly  crashed  on  takeoff. 


of  Heads  Up's  equity  to  a  group  q 
private  investors  for  $1.3  million; 
cash  infusion  enabled  Harshaw 
quit  his  job  at  TI  to  market  the  prod 
uct  full  time.  But  he  failed  to  make  anj 
headway  with  commercial  airlines! 
equipment  buyers,  who  gener 
shun  products  not  required  by 
Federal  Aviation  Administration. 

Heads  Up  limped  along.  Loss 
mounted.  Then,  in  March  198' 
USAir  began  testing  Heads  Up's  a 
tern,  and  a  $2  million  deal  for  chec 
prompters  was  in  sight.  Thinking 
had  finally  hit  the  jackpot,  Harsh; 
spent  $350,000  to  modify  Heads  Up 
computer  for  U$Air.  But  in  early  19 
USAir  canceled  the  program  as  part  o; 
cost-cutting  drive. 

For  the  first  time  Harshaw,  now  3 
began  to  doubt  himself.  "Either  I  wa 
totally  ahead  of  my  time,"  he  recal 
thinking,  "or  I  was  totally  wrong." 
It  turned  out  he  was  neither.  Rati 
er,  his  mistake  lay  in  focusing  on  to) 
narrow  a  niche. 

Harshaw  heard  that  Cessna  wl 
taking  bids  on  an  emergency  warnil 
system  for  its  new  Citationjet  bus 
ness  jet.  He  decided  to  take  a  chana 
He  reworked  the  checklist  syste 
he'd  developed  for  USAir  into  a  sy 
tern  that  would  use  digitized  voi 
and  other  sounds  to  alert  pilots 
equipment  malfunctions.  Harsh: 
bid  for  the  Cessna  Citationjet  bu! 
ness  and,  to  his  surprise,  won. 

With  $400,000  in  orders  froi 
Cessna  in  1993,  Heads  Up  broke  in 
the  black.  Since  then  Harshaw 
looked  for  other  ways  to  ap 
Heads  Up's  computer-void 
safety  and  information  techna 
ogy.  He  has  developed  an  auol 
system  that  provides  destinj 
tion  information  to  blind  bp 
and  rail  passengers.  In  the  worn 
is  a  handheld  checklist  compa 
er  *to  prompt  anesthesiologisi 
through  their  procedures  dill 
ing  surgery. 

Last  year  Heads  Up  ear™ 
$200,000  (pretax)  on  $1 .7  nj 
lion  in  sales.  But  Harshaw,  \™ 
owns  12%  of  the  company  ( 
do  Keith  and  Doell)  and  dra' 
salary  of  around  $60,000  ay 
is  still  a  ways  from  his  decai 
old  dream  of  getting  rich 
thought  business  was  easy,' 
savs.  "Little  did  I  know!" 
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|e  world  leader  in  digital  technology  leads  the  way  again. 
(The  new  multi-functional  RICOH  MV715  —  the  begin- 
ig  of  a  new  machine  age.  You  will  marvel  at  the 
/715's  laser  plain  paper  fax  capabilities,  including 
;mory  upgradable  to  a  massive  1,200  pages.  You  can 
;n  send  faxes  of  book  pages  and 
other  3-D  objects  by  simply 
placing  them  on  the  expo- 
sure glass.  And  since  this 
machine  is  also  a  digital 

trademark  of  Die  Hewlett- Padord  Co.  6 1994  Ricoh  Cowation 


THE    NAME    TO    KNOW 


KICOH 

180063      RICOH 


copier,  you're  outputting  copies  so  close  in  quality  to  the 
original,  you'll  have  to  look  twice.  Plus  the  MV715  can  also 
function  as  a  PC-connectable  laser  printer  emulating  the  HP 
LaserJet*  HIP  with  PCL5. 
The  RICOH  MV715— three  functions  in  one  compact  unit. 
It's  where  office  equipment  is  heading. 
To  find  out  where  you  should 
be  heading,  just  call  1-800- 
63- RICOH  for  the  Ricoh  office 
nearest  you.  m 


Official  Copier  and  Fax 


OUR  FINANCIAL  SKILLS  HELPED  ONE  GOLD  MINING  COMPANV 
FIND  THE  LIGHT  AT  THE  END  OF  THE  TUNNEL.  The  AIG  Companies  serve  one 
the  world's  most  successjul  gok  nining  companies  with  excess  casualty  and  directors  and  officers  insurance.  But  when  management  sc 
they  needed  protection  against  Jallinr,  gold  prices  and  rising  dieseljuel  costs,  we  had  a  chance  to  show  a  different  mettle.  With  a  0) 


I 


P/U  m-ounce  gold  hedging  facility.  And  a  series  of  fvcedfor-jloating-rate  fuel  transactions  known  as  financially  settled  swaps, 
arranged  by  our  AIG  Trading  Group  Inc.  So  the  company  was  able  to  lock  in  reasonable  costs  and  healthy  profits  for  a  good  long 
0    By  consistently  providing  the  definitive  response  to  risks  like  these,  we  light  the  way  for  one  customer  after  another. 


American  International  Croup,  Inc.,  Dept.  A,  7(>  Pine  Street.  New  York.  NY   10270. 
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Hutchings  learned  the  fine  art  of  buying  and  fixing 
ng  companies  from  the  masters.  He  was  one  hell  of  a  pupil. 

A  conglomerate  of  his  own 


By  Peter  Fuhrman 

When  Gregory  Hutchings  started 
his  construction  company  in  Britain 
in  1971,  he  was  only  24  and  his  boyish 
looks  worked  against  him.  Hutchings 
tried  to  add  a  decade  to  his  appear- 
ance by  sprinkling  talcum  powder  in 
his  sandy- blond  hair. 

In  1980  the  talcum  powder  ploy 
helped  win  him  a  job  as  chief  acquisi- 
tion scout  at  Hanson  Pic,  Britain's 


Gregory 
Hutchings, 
chairman  of 
Tomkins  Pic. 
He  started  at 
Hanson  Pic.  but 
left  to  build  his 
own  small-scale 
version  of  the 
firm.  Today  he 
owns  72  differ- 
ent companies, 
with  total  sales 
over  $5  billion. 


giant  conglomerate.  In  his  final  inter- 
view in  London  with  Hanson's  two 
founding  partners,  Lords  James  Han- 
son and  Gordon  White,  Hutchings 
told  them  about  the  talcum  powder. 
Recalls  Lord  White:  "We  could  tell 
immediately  that  [Hutchings]  was 
very  bright,  very  energetic  and  very 
much  in  a  hurry  to  succeed." 

It  didn't  take  Hutchings,  then  33, 


long  to  master  the  Hanson/Whit| 
technique  of  seeking  out  weakly  marl 
aged  companies  in  basic  manufactur- 
ing industries,  buying  them,  stream- 
lining their  operations,  selling  then) 
and  moving  on  to  bigger  targets 

But  Hutchings  was  meant  to  n 
his  own  show,  and  after  just  thn 
years  at  Hanson  moved  on.  He  use 
his  savings  and  borrowed  almost  $! 


V 

■cc  . 
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llion  to  buy  an  1 1%  stake  in  a  small, 
blicly  traded  company  called  FH 
>mkins  Pic.  This  was  a  big  come- 
wn  from  working  for  Hanson. 
>mkins  made  belt  buckles  and  in- 
strial  fasteners.  It  was  earning  an 
impressive  $1.6  million,  pretax,  on 
es  of  $25  million. 
Taking  over  as  Tomkins'  chief  ex- 
ative,  Hutchings  made  two  small 
t  important  changes  at  the  fust}' 
■n:  Salesmen  and  engineers  were 
d  to  make  their  own  decisions  rath- 
Jian  continue  to  refer  everything  to 
head  office.  Hutchings  also  gave 
:se  employees  bonuses  linked  to 
nvth  in  profits  and  an  increase  in 
mkins'  overall  return  on  equity.  In 
first  year  under  Hutchings,  Tom- 
is'  profits  almost  doubled.  In 
jison/White  style,  Hutchings  put 
extra   cash   flow   to   work.    He 


Hutchings'  timing  was 
right.  Margaret  Thatcher's 
eadership  was  injecting 
$w  optimism  into  the 
ndon  stock  market 
11984. 


lght  an  auto  parts  distributor  and 
old-line  British  lawn  mower 
ufacturer. 

■iutchings'  timing  was  right.  Mar- 

et  Thatcher's  leadership  was  in- 
ng  new  optimism  into  the  Lon- 
stock  market.  This,  plus  the  sud- 
signs  of  life  at  Tomkins,  pushed 
e  company's  stock  price  from  the 
valent  of  15  cents  a  share  when 

tchings  bought  his  stake  to  SI  a 
e  by  1985.  The  higher-priced 
k   was    currency   for   yet    more 

uisitions. 
en  years  and  some  S2  billion  in 

uisitions  later,  Tomkins  Pic.  has 

ome  a  smaller-scale  version  of 
son.  Tomkins  now  owns  72  dif- 

nt  businesses  in  the  U.K.  and  the 
Among  its  U.S.  holdings  are 

ingfield,    Mass. -based    Smith    & 
son  Co.,  America's  largest  hand- 
maker,  and  the  Murray  Ohio 
ufacturing  Co.   of  Brentwood, 
n.,  a  leading  U.S.  producer  of 
mowers  and  bicycles. 
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Fidelity  Stock  Funds. 


With  over  50  years  of  experience,  Fidelity  is  America's  leading  stock  fund 
manager,  with  over  $165  billion  in  equity  assets  under  management.  Such 
success  has  been  earned  through  hard  work,  extensive  research,  and  the 
willingness  to  challenge  conventional  investment  wisdom. 

Our  Mission  is  to  Look  Farther.  Move  Faster.  Dig  Deeper. 
Fidelity  stock  fund  managers  spend  most  of  their  time  conducting  first- 
hand research.  Immersing  themselves  in  a  company's  business.  Meeting 
with  the  executives.  And  looking  for  significant  changes  before  anyone 
else  sees  them.  With  a  staff  of  over  200,  including  analysts,  our  portfolio 
managers  have  the  resources  to  thoroughly  research  the  companies 
behind  the  stocks  they  buy. 

We  Give  You  What  You  Need:  Information.  Assistance. 
At  Fidelity,  we  believe  that  investors,  given  the  right  tools  and  information, 
can  make  their  own  best  investment  decisions.  So  when  you  call  our 
24 -hour  toll-free  number  -  or  visit  one  of  our  Investor  Centers  -  you  can 
speak  to  a  trained  representative  and  request  information  on  funds  appro- 
priate for  your  goals  and  risk  tolerance. 

Fidelity.  Dedicated  expertise  working  on  your  behalf. 
Visit  a  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-0154 


Fidelity 


Investments* 


For  more  complete  information  on  any  Fidelity  fund,  including  charges  and  expenses,  please  call  for  a  free  prospectus.  Read  the 
prospectus  carefully  before  you  invest  or  send  money. 
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jromkins'  other  companies  in  the 
IS.   and   Britain   make   everything 
Im  valves  and  heating  ducts  to  bath- 
|>m  faucets.  Consolidated  revenues 
I  S5. 1  billion  in  the  year  ending  last 
|r.   30;  pretax  profits  were  S400 
llion.  In  the  first  half  of  the  current 
lal  year  revenues  were  up  17%  and 
|tax  profits  up  22%  on  the  same 
iod  last  year.  About  half  of  Tom- 
s' revenues  and  profits  are  earned 
lie  U.S. 

Vhile  Hutchings  credits  Hanson 
I  White  with  teaching  him  how  to 
i  and  finance  undervalued  indus- 
1  assets,  he  parts  company  with 
m  in  one  major  respect.  The  com- 
n  practice  at  Hanson  is  to  acquire  a 
npany,  slash  overheads  and  then 
the  business.  Hutchings  buys  but 
doesn't  sell. 

'Hanson  are  traders  of  businesses, 

I  they  are  very  good  at  it,"  says 

tchings,  "but  they  are  probably 

iker  at  actually  developing  busi- 

ises.  That's  where  I  see  the  greatest 

ortunities."  Along  with  making 

acquired   businesses  more   effi- 

t,  Hutchings  pours  in  new  capital 

expansion — $150  million  in  the 

ent  year.  The  guideline  for  new 

stments,  says  Hutchings,  is  that 


ison  are  traders  of 
businesses,  and  they 
/'ire  very  good  at  it, 
Jmt  they  are 
'probably  weaker  at 
lleveloping  businesses." 


y  must  pay  for  themselves  within 
r  years. 

iere's  Hutchings  at  work:  In  the 
three  years  he  has  put  S 1 8  million 
3  Smith  &  Wesson,  both  to  im- 
ve  manufacturing  efficiency  and  to 
lg  to  market  a  new  lightweight 
t-plastic  handgun.  Smith  &  Wes- 
's  operating  profits  should  reach 
>0  million  this  year,  up  S30  million 
n  three  years  ago. 

1990'  Tomkins  put  up  S550 
lion  for  Philips  Industries,  a  Day- 
,  Ohio- headquartered  manufac- 
ng  hodgepodge.  Philips  is  the 
;est  manufacturer  of  windows  for 
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Innovative  Choices. 


Fidelity  Stock  Funds. 


What  differentiates  Fidelity  stock  funds  is  the  spirit  of  innovation  behind 
them.  Our  stock  fund  managers  constantly  scrutinize  the  marketplace, 
assessing  the  trends  and  developments  that  can  translate  into  investment 
opportunities. 

Aggressive.  Conservative.  Growth.  Income. 

Since  stock  funds  are  so  critical  to  achieving  long-term  growth  goals, 
Fidelity  has  developed  the  largest  selection  in  the  industry.  With  68  domestic 
and  16  international  funds  -  including  such  well-known  funds  as  Fidelity 
Magellan®  Fund,  Contrafund  and  Puritan®  Fund  -  you  can  find  what  you 
need  to  strengthen  and  refine  your  portfolio. 

We  Expect  the  Best  from  Ourselves.  You  Can  Too. 

Our  highly  talented  pool  of  portfolio  managers,  combined  with  ongoing 
access  to  corporate  executives,  state-of-the-art  investment  technology,  and 
first-rate  research,  directly  impacts  the  returns  our  stock  funds  earn.  Such 
an  approach  has  historically  enabled  Fidelity  to  provide  excellent  long-term 
returns.  Of  course,  past  performance  is  no  guarantee  of  future  results. 

Fidelity.  No  matter  what  your  goals  are,  we  have  a  stock  fund  that  can  help 
you  reach  for  them. 

Visit  a  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-0154 
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For  more  complete  information  on  any  Fidelity  fund,  including  charges  and  expenses,  please  call  for  a  free  prospectus  Read  the 
prospectus  carefully  before  you  invest  or  send  money. 


SMART  PLACES 

MAKE  FOR  A  VERY 

SMART  BUY 


DO  YOU  LIVE  IN.... 

Beverly  Hills,  Bryn  Mawr,  Chevy  Chase, 
Farmington,  Greenwich,  Grosse  Poirite, 
Highland  Park,  Ladue,  Lake  Forest,  Locust  Valley, 
Madeira,  Middleburg,  Minnetonka,  Montchanin, 
Overland  Park,  Santa  Barbara,  Scottsdale, 
Sewickley,  Shaker  Heights,  Short  Hills, 
Scarsdale  or  Wellesley? 

NEST  EGG  is  delivered  each  month  to 
these  and  other  well-heeled  communities. 
In  fact,  we  are  delivered  to  over  2,000,000 
affluent,  suburban  households  in  America. 

Distributed  through  local  community 

newspapers  using  the  most  exacting 

zip  code  screening,  NEST  EGG  delivers 

a  comprehensive  package  of  timely  and  relevant 

investment  strategies  for  high  net  worth  individuals 

If  you're  looking  for  beluga  rather  than  baloney, 
give  us  a  call  today.  NEST  EGG  now  delivers  the 
broadest,  undupiicated,  national  reach  you  can  buy 
when  advertising  to  an  upscale  audience. 


Nest  Egg 

Two  million  households  strong  and  growing 

An  Investment  Dealer's  Digest  Publication 
Contact  Rick  Norris,  Publisher  at  (212)  432-2584 
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rlxational  vehicles,  a  slow- growth 
hliness.  Hutchings  pushed  the  com- 
Jy  to  expand  by  manufacturing  vi- 
rl  windows  for  homes,  now  a  S40 
rilion  business. 

Jjn  November  1992  Hutchings 
riie  his  biggest  acquisition:  Ranks 
Ilvis  McDougall,  one  of  Britain's 
ll;est  baking  and  milling  companies. 
Hpaid  SI. 5  billion,  raised  mainly  by 
imng  new  stock.  Hutchings  outbid 
mold  mentors  at  Hanson  Pic,  who 
hi  made  a  hostile  offer  of  SI. 25 
hi  on  for  Ranks  Hovis. 

■'he  acquisition  came  at  a  time 
\An  U.K.  bread  prices  and  baking 
rwgins  were  tumbling.  The  stock 
Aket,  thinking  Hutchings  had  fi- 
niy  tripped,  quickly  knocked  almost 
21)  off  Tomkins'  stock  market  value. 


ie  stock  market  quickly 
locked  almost  25%  off 
)mkins'  share  price, 
it  it's  now  clear  Hutchings 
lew  what  he  was  doing. 


two  years  later  it's  clear  Hutch- 

Jknew  what  he  was  doing.  After 
ng  10%  of  Ranks  Hovis'  capacity, 
ushed  managers  to  boost  sales  of 
ler-priced  roDs  and  whole -wheat 
ds.  This  fiscal  year  Ranks  Hovis' 
rating  earnings  will  reach  S200 
ion,  up  50%  from  when  Hutch 
bought  the  company. 
till  youthful-looking  at  age  48, 
xhings  no  longer  disguises  his 
,  He  predicts  that  Tomkins'  sales 
double,  to  S10  billion,  by  the 
of  the  decade.  Tomkins,  that 
outfit  he  bought  into  for  SI 
ion,  has  a  current  market  capital- 
on  of  S4.2  billion;  Hutchings' 
:h  diluted  stake  is  now  worth  S20 
ion.  Tomkins'  American  Deposi- 
Receipts  started  trading  on  the 
York  Stock  Exchange  in  mid- 
ruary. 

s  mentors,  Hanson  and  White, 

all  admiration  for  the  young  man 

1  the  talcum  powder  trick.  "Greg 

have  learned  some  things  from 

says  Lord  White,  "but  his  entre- 

leurial  flair  was  there  from  the 

start."  ■§ 
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Fidelity  Stock  Funds. 


Perhaps  it  will  be  in  Europe.  Latin  America.  The  Far  East.  Wherever  the 
next  international  growth  opportunity  arises,  Fidelity  -  with  50  analysts 
and  stock  fund  managers  in  London,  Tokyo,  and  Hong  Kong  -  will  seek 
to  capitalize  on  it. 

Give  Your  Portfolio  International  Exposure. 

Most  well-diversified  portfolios  include  an  international  component.  Why? 
For  one,  many  foreign  markets  have  outpaced  the  U.S.  market  over  the  last 
10  years.  For  another,  you  can  help  protect  the  value  of  your  portfolio  from 
swings  in  any  one  country's  market  by  diversifying  among  different  countries. 

To  allow  you  to  diversify  effectively,  we've  developed  a  broad  spectrum  of 
international  stock  funds  -  including  Fidelity  Worldwide  Fund  and  Fidelity 
Overseas  Fund.  Keep  in  mind  that  foreign  investments  involve  greater 
potential  risk  and  rewards  than  U.S.  investments. 

Look  to  Fidelity  for  Your  Stock  Fund  Needs.  Call  Today. 

With  one  phone  call,  you  can  speak  to  a  representative  who  can  help  you 
assess  your  current  portfolio  and  send  you  the  information  you  need  to 
make  an  educated  investment  decision. 

Fidelity.  What  you  want  from  your  stock  fund  company:  Dedicated 
expertise.  Innovative  choices.  Global  reach. 

Visit  a  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-0154 


Fidelity 


Investments* 


For  more  complete  information  on  any  Fidelity  fund,  including  charges  and  expenses,  please  call  for  a  free  prospectus.  Read  the 
prospectus  carefully  before  you  invest  or  send  money. 


ry  Quadracci's  big  on  that  touchy-feely  New  Age 
demerit  stuff,  but  beneath  the  flamboyant 
exterior  is  one  smart  financial  mind. 

"Hany's  a  great 
storyteller" 


By  Phyllis  Berman 


works  at  Quad/Graphics,  from  jani- 
tor to  Harry  himself,  wears  a  blue 
shirt-and-slacks  uniform  in  plant  of 
office.  There's  a  so-called  Quad/Uni- 
versity, an  annual  two-day  convention 
for  700  company  managers  at  placeg 
like  Wisconsin's  Lake  Lawn  Lodge 
or  Milwaukee's  Alverno  College, 
where  lecturers  hold  forth  on  New 
Age  stuff  like  Taoism  and  transcen- 
dental meditation. 

There's  a  two-day,  overnight  camp 
on  a  40-acre  nature  preserve  to  teach  I 
customers  about  the  latest  printing 
technology.  There  are  indoctrination 
classes  for  new  employees. 


Harry  V.  Quadracci  and  employees,  all  in  uniform  , 

The  technoiogy  goal:  truer  colors  and  faster  speeds.  Harry  was  always  ahead  in  both,  says  a  customer. 


Harry  V.  Quadracci,  the  59-year- 
old  Racine,  Wis.  native  and  founder  of 
Quad/Graphics,  has  become  a  cult 
figure  in  American  management  cir- 
cles. He  and  his  company  have  been 
extolled  in  more  than  20  books  on 
management. 

The  100  Best  Companies  to  Work  For 
In  America  gives  the  privately  owned 
printing  company  five  stars  in  its  ca- 
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maraderie  category,  and  four  stars  in 
both  opportunity  and  fairness.  A  jour- 
nal called  Business  Ethics  praised 
Quad/Graphics  for  "Business  as  So- 
cial Experiment."  Author  and  consul- 
tant Tom  Peters,  in  his  Liberation 
Management,  calls  Quad/Graphics  a 
learning  institution. 

No  question,  Harry  Quadracci  puts 
on  quite   a  show.   Everybody  who 


At  the  company's  annual  Christm 
party  one  year  Harry  Quadracci  i 
rived  at  his  Sussex,  Wis.  plant  seat' 
on  an  elephant  and  wearing  a  rin 
master's  costume  as  the  band  blar 
"Be  A  Clown."  Another  year, 
walked  across  a  high-tension  w  . 
strung  across  the  factory  floor. 

The  attention  directed  at  these  ;  |f 


ostentrepi 

J  felt 
libon  pro' 

ICC] .  [ 


pu 


tivities    catches    the     trappings 


'result 
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aad/Graphics  but  misses  the  es- 
lce.  The  essence  is  this:  Harry  Qua- 
icci  is  a  hardheaded  businessman 
10  uses  the  hoopla  quite  deliberate- 
It  helps  distinguish  his  company 
im  the  great  gray  mass.  It  helps  keep 
lployees  engaged  and  fends  off  the 
ions,  which  have  destroyed  or  crip- 
:d  so  many  other  printing  concerns. 
Best  of  all,  Harry  Quadracci  knows 
w  to  charm  the  pants  off  lenders, 
lose  largesse  has  enabled  him  to 
ild  a  company  from  scratch  without 
*dng  to  take  in  equity  partners. 
Consider  this:  Quad/Graphics  has 
ne  from  owning  a  single  heavily 


rtgaged  press  in  1971  to  becom- 
an  S800-million-a-year  major 
ycr  in  a  capital-intensive  business. 
>st  entrepreneurs  must  raise  expen- 
:  equity  capital  to  expand  at  any- 
ig  like  this  rate,  and  often  equity 
ltion  proves  their  downfall.  Not 
adracci.  He  has  financed  all  this 
tansion  almost  entirely  with  hor- 
ded money  and  without  becoming 
lolden  to  his  lenders.  He  has  never 
1  to  kowtow  to  Wall  Street. 
^s  a  result  of  his  financial  skills,  he 
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and  a  few  of  his  original  employees 
still  own  around  60%  of  a  company 
with  a  probable  value  of  $800  million; 
an  employee  stock  ownership  plan 
owns  30%  and  a  few  early  backers 
about  10%.  This  is  almost  the  reverse 
of  how  most  entrepreneurs  end  up. 

To  get  to  know  the  real  Harry 
Quadracci,  visit  with  us  Quad/ 
Graphics'  headquarters  in  Pewaukee, 
Wis.,  situated  in  farming  country  dot- 
ted with  the  deserted  barns  and  empty 
silos  of  abandoned  farms. 

When  Forbes  showed  up,  Qua- 
dracci was  sitting  in  a  glass-walled 
office  at  the  top  of  a  short  flight  of 
stairs,  whence  he  can  watch — and 
hear — huge  presses  spitting  out  mil- 
lions of  pages  every  hour.  For  most 
people  the  noise  would  be  a  distrac- 
tion; for  Harry  Quadracci  the  sounds 
are  almost  soothing. 

He  was  wearing  the  requisite  blue 
uniform.  How,  we  asked  him,  do  you 
build  a  company  like  this  from  almost 
nothing  without  having  to  beg  for 
outside  financing?  Harry  Quadracci 
deftly  switched  subjects,  replying: 
"When  we  started  this  business  I  re- 
fused to  appoint  anyone  to  be  in 
charge  of  the  pressroom.  I  said,  'Each 
pressman  is  going  to  run  his  own 
press.'  And  people  said  to  me,  'You 
can't  do  that.  You'll  fragment  man- 
agement.' And  I  said,  'That  sounds 
like  a  good  idea.  Let's  fragment 
management.'  " 

Only  later,  after  spending  a  few 
hours  with  Quadracci's  wife  and  part- 
ner, Betty  Quadracci,  and  John 
Fowler,  the  company's  chief  financial 
officer,  did  we  penetrate  Harry  Qua- 
dracci's show-biz  front.  Betty  Qua- 
dracci is  a  tough-minded  graduate  of 
Washington,  D.C.'s  Trinity  College 
who  worked  part  time  in  the  front 
office  at  Quad/Graphics  in  the  early 
days  and  now  is  the  publisher  of  Mil- 
waukee Magazine,  a  wholly  owned 
subsidiary  of  Quad/Graphics,  and 
head  of  a  27-person  design  depart- 
ment (plus  mother-in-chief  of  four 
children). 

The  young  Harry,  Betty  Quadracci 
told  us,  spent  his  childhood  living 
above  his  Italian  immigrant  grand- 
father's grocery  store  in  Racine. 
When  Harry  was  12  the  family  moved' 
to  suburban  Milwaukee.  You 
wouldn't  know  it  from  the  grownup 
Harry  Quadracci's  outgoing  persona, 


but  the  young  Harry  was  a  bit  of  a 
nerd.  "He  was  a  briefcase  kid  and  an 
outsider,  when  being  smart  wasn't  in 
fashion,"  she  recalls. 

Harry  graduated  from  Columbia 
University  law  school,  still  a  bit  of  a 
shy  kid  and  an  outsider.  He  recalls 
attending  a  welcoming  cocktail  recep- 
tion for  students,  packed  with  kids 
from  fancy  eastern  high  and  prep 
schools  and  elite  colleges.  "Harry 
Quadracci,  Wawatosa,  Wisconsin; 
Regis  College,  Denver,  Colorado," 
read  his  name  tag.  "How  did  you  get 
here?"  somebody  asked  him.  Harry 
was  speechless. 

Back  to  Milwaukee  he  went  after 
graduation  and  a  short  stint  at  a  law 
firm  in  New  York.  He  soon  was  work- 
ing— first  as  outside  counsel,  later  as 
an  employee — at  the  company  where 
his  father  had  labored  since  the 
1930s,  the  big  Milwaukee  printer, 
WA.  Krueger.  There  Harry  rose  fast, 
becoming,  at  the  age  of  34,  general 


the  attention  catches  the 
trappings  but  misses  the 
essence:  Harry  Quadracci  is 
a  hardheaded  businessman 
who  uses  the  hoopla  quite 
tliberately. 


manager  of  the  plant,  and  also  in 
charge  of  negotiating  with  the  labor 
unions. 

What  he  doesn't  admit  but  is  ru- 
mored is  that  he  was  fired  from  Krue- 
ger at  the  age  of  34. 

What  happened  apparently  was 
this:  Quadracci  thought  that  many  of 
the  company's  problems  were  due  to 
the  customary  relationship  in  the  in- 
dustry between  unions  and  manage- 
ments, wherein  management  in  effect 
surrendered  control  of  the  workplace 
to  the  unions  and  constantly  caved  in 
to  to  their  wage  demands.  Despite  his 
advice  to  hang  tough,  management 
decided  to  give  in  on  wages  and  work 
rules  after  a  bitter  14-week  strike  in 
1970.  Shortly  thereafter,  Quadracci 
was  out. 

The  experience  shook  Harry  deep- 
ly. His  dad,  Harry  R.,  had  founded  a 
small  printing  shop.  He  sold  it  for 
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$350  in  the  1930s  to  pay  the  debts  on 
s  grocery  business,  then 
to  work  for  the  buyer,  William 
A.  Krueger,  becoming  director  of 
manufacturing.  He  spent  40  years  on 
the  job,  but  never  owned  a  significant 
share  in  the  business. 

Harry  reached  an  obvious  conclu- 
sion from  his  dad's  position  and  his 
own  unemployment:  He  had  better 
become  his  own  boss.  "He  had 
always  talked  about  starting  his  own 
company,  but  I  guess  you  don't  do 
it  until  your  back  is 
against  the  wall,"  says 
Betty  Quadracci. 

But  why  printing,  a 
stodgy,  crowded,  slow- 
growth,  union-riddled  in- 
dustry? Because  Harry 
Quadracci  looked  beneath 
the  surface  and  saw  an  in- 
dustry on  the  verge  of  a 
technological  revolution. 

For  generations,  most 
printing  was  done  by  one- 
or  two-color  letterpress, 
with  cast  metal  plates  ap- 
plied directly  to  paper.  But 
four-color  offset  lithogra- 
phy, an  indirect  image - 
transfer  process,  was  com- 
ing in.  Harry  understood 
that  the  new  process  would 
produce  better  and  quicker 
printing. 

This    meant,    in    effect, 
that    billions    of    dollars'      Betty  and 
worth  of  expensive  equip-      From  the 
ment  was  on  the  verge  of 
obsolescence.  "We 

thought  we  had  as  much  chance  as  the 
established  companies  to  get  business 
if  we  had  the  latest  technology.  We 
didn't  have  old  presses  to  phase  out 
and  write  off,"  Quadracci  says. 

After  leaving  Krueger  he  got  a  job 
running  a  small  Detroit  printing  oper- 
ation and  began  planning  the  next 
step.  He  would  buy  a  press  with  the 
latest  four-color  offset  lithography 
technology.  But  how?  The  press  he 
wanted  alone  cost  $900,000 — about 
20  times  more  than  he  had. 

And  now  Harry  Quadracci  demon- 
strated for  the  first  time  the  financial 
astuteness  that  was  to  take  him  so  far. 
Tax  shelters  were  flourishing  in  those 
days,  and  they  offered  shrewd  people 
a  cheap  way  of  raising  money.  Harry 
formed  Press  Associates,  a  limited- 


partnership  tax  shelter,  and  persuaded 
15  of  Milwaukee's  wealthy  business- 
men to  put  up  a  total  of  $250,000. 

With  that  much  front  money  Press 
Associates  was  able  to  borrow 
$650,000  from  a  local  bank  to  buy 
the  press  and  lease  it  to  Quad/ 
Graphics.  The  investors  got  juicy  tax 
benefits,  including  an  investment  tax 
credit  and  accelerated  depreciation. 

Quadracci  obtained  an  additional 
$90,000  in  equity  capital  by  taking 
out  a  second  mortgage  on  his  house, 


Harry  Quadracci  with  children 

top:  Joel,  Elizabeth,  Kathryn  and  Richard. 


selling  a  30%  stake  in  the  company, 
getting  loans  from  relatives  and  per- 
suading a  few  potential  employees  to 
tap  their  savings.  That  produced 
money  to  buy  an  abandoned  ware- 
house to  house  the  press  and  provide 
working  capital.  He  and  his  wife  solic- 
ited business,  signing  up  such  small 
publications  as  Mail,  Inc.,  Investor 
Magazine  and  Fishing  Facts. 

Soon  the  press  was  running  around 
the  clock  and  the  15  tax  shelter  inves- 
tors got  their  money  back  in  24 
months;  they  also  received  warrants 
that  amounted  to  a  10%  interest  in  the 
operation. 

That  first  financing  set  the  pattern. 
With  each  of  his  presses  Quadracci 
relied  on  one  form  or  another  of 
short-term  equipment  financing.  His 


second  press,  for  example,  was 
nanced  by  the  manufacturer,  Harr 
Graphics,  happy  to  lend  most  of  tl 
price  on  the  strength  of  the  compa 
ny's  record. 

In  1974,  Quadracci  set  up  all 
Employee  Stock  Ownership  PlanJ 
which  bought  back  most  of  the  Presj 
Associates  warrants  over  time.  Sinai 
then,  Harry  Quadracci  has  nevcj 
taken  an  equity  partner. 

"Harry   knew   we   were   what   i] 
known  as  a  'story  credit,'  "  says  tt|| 
company's  longtime  chiij 
financial      officer,       Johi 
Fowler.    "And    Harry's 
great  storyteller."   Quad  I 
Graphics  wasn't  just  boil 
rowing  on  collateral  but  ol 
the  strength  of  Harry  QuiT 
dracci's  ability  to  articulaij 
his  ideas  and  to  convinol 
lenders  that  he  was  a  goc 
risk.  Adds  Fowler:  "Harr 
was  so  entertaining  and  ei 
thusiastic  about  the  buiil 
ness  that  the  senior  crecj 
officers    who    toured 
plants  were   clamoring 
lend  to  us." 

Quadracci  recalls,  "TPj 
banks  actually  started  conf 
peting  with  each  other 
lend  to  us.  And  that  was  a  J 
time  when  cash  gene  rati 
by  the  entire  operation  ;j 
counted  for  only  about  111 
of  the  capital  spendii[ 
budget."  In  short,  Qij 
dracci  was  expanding  so  f  I 
that  he  was  investing 
plant  and  equipment  almost  se\j 
times  his  annual  cash  flow. 

In  1985,  at  $121  million  in  re.| 
nues,  Quad/Graphics  was  finally 
enough  to  tap  the  private  placem 
market.  Quadracci  won  a  true  belieJ| 
in  Thomas  S.  Shattan,  now  head  of; 
private'  equity  group   at   Prudenj 
Securities.  Shattan  helped  bring] 
General    Electric's    Pension    Trl 
which  purchased  convertible  subo: 
nated  notes  to  finance  Quadracj 
equipment  purchases  and  building 
pansions.  Explains  Shattan:  "Gettj 
a  long-term,  equity-oriented  inve: 
like  General  Electric  Pension  T 
meant  that  Quad/Graphics  got  se  | 
permanent   financing   without 
having  to  go  to  the  public  market  I 
Today  Quad/Graphics  has  an 
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Merry  Land  &  Investment 
Company,  Inc. 

$120,000,000 
6%%  due  September  30,  2001 

Senior  Notes 

The  undersigned  structured  and 

arranged  a  private  placement  for 

Merry  Land  &  Investment  Company,  Inc. 

First  Union  Capital  Markets  Group 
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Capital  Markets  Group 


Asset  Based  Finance  •  Asset  Securitization  •  Foreign  Exchange  •  International  Trade  Finance  •  Leasing  •  Mergers  and  Acquisitions 

Mezzanine  and  Eouity  Capital  •  Money  Market  Investments  •  Municipal  Securities  Underwriting  •  Private  Placements  •  Public  Finance 

Risk  Management  Products  •  Structured  Finance  •  Syndications  •  Tax  Advantaged  Products 

Tins  announcement  appears  as  a  matter  a*  record  only  ;,  1995  First  Union  Corporation 
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ide  credit  raring  of  tri- 
ple B  and  borrows  from  about  20 
i  e  companies.  These  institu- 
lenders  also  get  a  tour  of 
i /Graphics. 

By  such  long-term,  fixed-rate  fi- 
nancing Harry  Quadracci's  company 
has  grown  from  one  heavily  mort- 
gaged press  to  64  presses  in  six  loca- 
tions. Quad/Graphics'  presses  aver- 
age just  six  years  of  age,  versus  ten 
years  for  the  industry  as  a  whole. 
Today  Quad/Graphics  prints  nearly 
half  of  Newsweek,  much  of  Time  and 
all  of  Black  Enterprise  and  Mother 
Jones,  among  others. 

Newsweek  was  Harry  Quadracci's 
first  big  catch.  Says  Angelo  Rivello, 
Newsweek's  senior  vice  president  of 
manufacturing  and  distribution, 
"This  is  the  top  quality  printer  in  the 
industry:  By  that  I  mean  it  prints  more 
pages  per  hour  with  less  paper  waste 
than  anyone  else  in  the  business.  The 
product  is  nearly  flawless."  In  addi- 
tion to  magazines,  the  company 
prints  catalogs  and  freestanding 
newspaper  inserts.  In  volume,  Quad/ 
Graphics  is  fourth,  surpassed  only  by 
R.R.  Donnelley,  Quebecor  and 
World  Color  Press. 

As  rivals  have  spent  heavily  and 
matched  Quad/Graphics'  technol- 
ogy, Harry  Quadracci  has  broken  new 
ground.  His  so-called  demographic 


But  why  printing,  a  stodgy, 
slow  growth,  union-riddled 
industry?  Because  Harry 
looked  beneath  the  surface. 


binding  machines  allow  customers  to 
add  and  delete  pages  and  to  send 
customized  messages  to  each  and  ev- 
ery catalc  reader.  A  Quad/ 
Graphics-prii  od  catalog  may  thus 
contain  a  mess  such  as  this:  "John 
Doe,  there's  a  ket  on  page  5  that 
would  go  well  th  the  pants  you 
purchased  last  spring." 

So  there's  more  v-    !  larry  Quadrac- 
ci's success  than  blue  unifi  rms  and 
elephants.  But  the  unifoi         nd  die 
elephants  are  important,  t< 
that  publicity  doesn't  do  Qua 
any  harm  when  it  solicits  busin 
credit:  Today  everyone  knows  who 
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Harry  Quadracci  in  feathered  admiral's  hat,  Christmas  1981 
The  first  of  many  public  performances. 


Harry  Quadracci  is,  everybody  knows 
he's  somebody  special. 

His  early  confrontation  with  the 
unions  at  Krueger  also  taught  him  a 
powerful  lesson:  You  can  often  get 
more  effort  and  creativity  from  people 
with  kindness  and  care  than  you  can 
with  money.  A  good  many  people 
whom  society  would  dismiss  as  losers 
have  been  given  a  chance  at  Quad/ 
Graphics,  and  they  are  grateful.  "We 
hire  people  who  have  no  education 
and  little  direction,"  Quadracci  ex- 
plains. "They  are  the  kind  of  people 
who  look  at  their  shoes  when  they 
apply  for  a  job.  They  join  the  firm  not 
for  its  high  wages — starting  salaries 
on  the  floor  are  only  about  $7.50  an 
hour — but  because  we  offer  them  a 
chance  to  make  something  out  of 
themselves." 

Employees  have  a  full-time  free 
medical  clinic  and  discount  pharma- 
cy, a  generous  health  insurance  plan 
and  three  subsidized  on-site  day  care 
centers. 

There's  even  Quad/Cuisine,  the 
company  cafeteria,  which  provides 
24-hour  food  service  and  has  a  liquor 
license.  No  drinking  allowed  on  the 
job,  but  at  the  twice-yearly  "think 
small"  meetings,  where  10  or  12  peo- 
ple on  the  same  press  get  together  to 
discuss   problems   and   build   team- 


work, nobody  minds  if  you  qu 
beer  or  sip  a  highball. 

It  seems  to  work.  Quad/Grap 
7,500  employees  work  rotating  th 
day,  12-hour  shifts,  plus  every  oi 
Sunday.  They  go  home  tired 
those   12 -hour  shifts,  but  they  I 
three  or  four  days  to  recuperate — m 
they  know  they  have  a  chance  to  risi 
the  world. 

A  high  school  dropout  who  jo 
the  company  on  the  lowest  rung 
the  ladder  can  often  become  a  f<J 
man  within  five  to  six  years,  compl 
with  the  seven  or  eight  years  it  wdj 
take  at  competitors. 

All  Quad/Graphics  employees U 
become  owners  through  the  Empl 
ee  Stock  Ownership  Plan  that  boui 
out  Quadracci's  early  backers.  1 
esop  also  has  helped  keep  contrci 
Harry  Quadracci's  hands. 

Sometimes  Harry  Quadracci  seq 
a  bit  sheepish  about  some  of  the  an 
he  performs  in  living  up  to  his  roldi 
New  Age  kind  of  boss. 

"When  I  read  some  of  the  stu 
these  books  I  wonder,  'Did  I  realr 
that?'  "  Quadracci  confesses.  1' 
the  serious  businessman  br 
through  the  showman:  "What 
particularly  proud  of  is  that  to  tl 
this  company  I  relied  almost  ent' 
on  credit." 


m 


Forbes  ■  February'  27, 


%,% 


NPLUGGED 

ut  still  working. 


***** 


^ 

# 

£ 


3 

5 

1 


HS  BUSINESS  ANYTIME.  ANYWHERE 


You're  unplugged  and  now  you  hove  the  freedom  to  do  business  and  communicate  with 


Dur  corners  of  the  world  from  just  about  anywhere.  Introducing  Zaurus,  the  Keyboard-enhanced  Personal  Digital  Assistant  (K-PDA). 
powerful  pocket-size  ounces  of  technology  that  work  with  a  pen  and  keyboard.  To  jot  notes,  to  sketch  ideas,  to  type  then  sign  a 
ment,  to  wirelessly  connect  to  your  PC.  And,  with  PCMCIA  Type  II  cards,  expand  memory  or  communication  via  e-mail  or  fax.  All  so 
an  work  anytime,  anywhere.  For  more  information,  call  1-800-BE-SHARP 


FROM  SHARP  MINDS 
COME  SHARP  PRODUCTS 

DAs  •  NOTEBOOK  COMPUTERS  •  WIZARD*  ORGANIZERS  •  LASER  PRINTERS  •  COLOR  SCANNERS  •  COPIERS  •  FACSIMILE  •  CORDLESS  TELEPHONES  •  CALCULATORS 

O  1995  Sharp  Electronics  Corporation.  Optional  accessoges  may  be  required  for  some  applications. 
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iced  out  of  sponsoring  the  Olympics? 
Have  we  got  a  sled  dog  for  you. 

Adventure 
marketing 


By  Randall  Lane 

Norman  Vaughan  celebrated  his 
89th  birthday  two  months  ago  in  an 
unusual  fashion:  He  scaled  the 
10, 000 -foot  Antarctic  mountain  that 
bears  his  name.  Standing  on  the  peak 
Admiral  Richard  Byrd  named  for  him 
back  in  1931,  Vaughan  saluted  "the 
tenacious  spirit  of  the  Antarctic  sled 
dogs  who  never  gave  up." 

But  first,  he  thanked  his  sponsors. 
Sponsors?  That's  right.  Over  70  com- 
panies helped  underwrite  Vaughan's 
$1.5  million  expedition.  Among 
them  were  Federal  Express,  Penske 
Transportation  and  the  Zimmer  Co., 
which  manufactured  Vaughan's  arti- 
ficial knee.  "We  use  all  the  products 
or  we  wouldn't  endorse  them," 
Vaughan  says. 

Welcome  to  the  brave  new  world  of 
"adventure  marketing,"  an  aspect  of 
narrowcasting  in  which  companies 
sponsor  bizarre  expeditions  and  com- 
petitive sports  designed  for  the  physi- 
cally fearless.  Jim  Andrews,  vice  presi- 
dent of  International  Events  Group,  a 
Chicago-based  consulting  firm,  says 
marketers  spent  $50  million  last  year 
on  such  events,  triple  the  amount  of 
five  years  ago. 

Adventure  marketing  is  a  cheap 
way  to  flash  your  logo  on  the  screen. 
Example:  Two  years  ago  Du  Pont 
sponsored  Helen  Thayer's  trek  from 
Resolute  Bay,  Canada  to  the  North 
Pole.  Accompanied  by  her  dog,  Char- 
lie, 56-year-old  Thayer  plastered  Du 
Pont's  logo  on  all  her  insulated,  ex- 
treme-temperature gear.  The  chemi- 
cal company  got  great  exposure  when 
morning  talk  shows  and  evening 
newscasts  began  picking  up  the  story. 
Cost  to  Du  Pont:  just  $60,000.  Com- 
pare that  with  $1  million  for  a  30- 
second  spot  on  the  Super  Bowl.  "For 

118 


sion   ponied   up   $35,000    to   back! 
Dwight  Collins  as  he  pedaled  41  day 
across  the  Atlantic  on  his  aquatic  bic\  | 
cle — a  kind  of  Rube  Goldberg  pad     i 
die-wheel   contraption.   Collins  put  iw 
the  Moet  name  across  the  cabin  and'  .;•' 
gamely  toasted  network  cameras  wilfciff C1 
the  sponsor's  bubbly  at  the  finish  is  is<i 
Plymouth,  England.  He  also  thretjftti 
Moet  bottles  out  in  midocean — witfc  fk 
notes  inside.  A  Frenchman  in  N*»jon 
mandy  found  one  and  was  rewardm,^ 
with  his  weight's  worth  of  chan-iiAr 
pagne.  Nice  stunt,  great  local  medlai,^ 
pickup.  r '-. 


Dwight  Collins,  and  his  aquatic  bicycle 
Providing  Moet  &  Chandon  more 
marketing  bang  for  the  buck. 


a  relatively  small  investment,  [Du 
Pont]  got  a  lot  of  publicity,"  says  Dan 
McConnell,  a  Seattle-based  marketer 
who  brought  Du  Pont  and  Thayer 
together. 

This  summer  ESPN  is  sponsoring  an 
Olympics-style  "Extreme  Games" 
event.  Events  include  sky  surfing — a 
skydiving  stunt  involving  a  snow- 
board and  a  video  camera — and 
downhill  in-line  skating.  Among  the 
backers:  GM  and  AT&T,  which  each  put 
up  about  $1  million  for  sponsorship 
rights  to  the  eight-day  event.  That's 
big-ticket  as  adventure  marketing  op- 
portunities go,  but  even  so  it  com- 
pares nicely  with  the  $40  million  that 
Sara  Lee  paid  for  a  full  sponsorship  for 
next  summer's  Atlanta  Olympics. 

Last  year  Schieffelin  &  Somerset's 
Moet  &  Chandon  champagne  divi- 
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Like  the  adventurers,  the  sponsors 
<e  risks.  An  event  that's  ignored  by 

media  doesn't  do  much  for  the 
rporate  image.  Neither  does  a  failed 
ission.  The  Hilton-sponsored 
irthwinds  balloon  tried  four  times 
circumnavigate  the  globe  in  1993 
d  1994.  Combined,  the  four  trips 
ted  less  than  400  miles.  For  this 
>nevent  Hilton  and  over  100  lesser 
onsors  forked  over  about  S7  million 
cash  and  equipment. 
Another  risk:  In  adventure  market- 
y  something  might  go  disastrously 
ong.  "You've  got  a  strong  respon- 
'ility  not  to  send  somebody  out  to 
;ir  death,"  says  Jeff  Blumenfeld, 
10  runs  a  Darien,  Conn. -based 
mpany  that  matches  companies 
th  explorers  and  other  stuntmen. 
st  month,  a  sailor  in  a  round-the- 
rld  yacht  race,  sponsored  every 
Ur  years  by  British  conglomerate 
C  Group,  nearly  drowned.  She  was 
>re  fortunate  than  a  sailor  who  was 
t  at  sea  during  the  same  race 
1986. 

aturally  there  are  thousands  of 
uld-be  Norman  Vaughans  and 
len  Thayers  dreaming  of  corpo- 
e-sponsored  glory .  "We  don't  have 
look  very  hard  anymore  for  spon- 
ship  opportunities,"  says  Beth 
lkers,  3M's  insulation  products 
nd  manager.  She  says  she  received 


over  100  solicitations  last  year — most 
in  search  of  free  Thinsulate  Insulation 
sleeping  bags  and  camping  gear. 

So  how  do  companies  discern 
what's  marketing  gold  versus  financ- 
ing some  wacko's  vacation?  Blumen- 
feld adheres  to  a  "So  what?"  rule. 
Among  the  recent  rejects  that  failed  to 
answer  that  question  satisfactorily:  a 
three-year,  186,000-mile  motorcycle 
ride  to  represent  the  distance  light 
travels  in  one  second,  and  a  four- 
wheel-drive  road  rally  across 
Greenland. 

Blumenfeld  does  hold  out  hope  for 


Maury  Kravitz.  A  self-styled  real-life 
Indiana  Jones,  Kravitz,  62,  has  spent 
the  last  35  years  studying  Genghis 
Khan  and  7  years  trying  to  locate  his 
tomb  deep  in  the  frozen  steppes  of 
Mongolia — and  he  finally  thinks  he's 
found  it.  The  Mongolian  government 
has  given  him  the  go-ahead,  and  Kra- 
vitz plans  to  lead  an  excavation  team 
next  summer.  He's  looking  for  more 
than  $7  million  in  sponsorship  mon- 
ey. "Chicken  feed,"  scoffs  Kravitz. 
"I'll  get  more  coverage  than  the  Su- 
per Bowl."  If  he  can  unearth  the  great 
Khan,  he  probably  will.  H 


The  ill-fated  Hilton  Earthwinds  balloon  prepares  for  liftoff 
Betting  on  adventures  is  never  a  sure  thing. 
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There's  no  telling 

where  the  next 

Fortune  500  leaders 

will  come  from. 


Who  knows,  one  of  these  kids  from 
Anchorage,  Alaska  may  one  day  design  a 
downhill  ski  that  revolutionizes  the  sport. 
Or  develop  new  aquaculture  techniques 
to  harvest  bigger,  faster-growing  Alaskan 
king  crabs. 

When  that  happens,  they'll  need  more 
than  just  their  vision  to  keep  their  companies 
strong.  They'll  need  to  manage  a  seemingly 
endless  flow  of  information. 

For  25  years,  Martin  Marietta  has  been 
helping  companies  do  just  that.  From  an 
overnight  delivery  company  to  a  multi-office 
government  agency.  From  a  national  food 
supplier  to  a  video  game  maker. 

As  an  established  systems  integrator, 
Martin  Marietta  works  closely  with  industry 
and  government  to  energize  aging  systems, 
switch  to  advanced  technologies,  and  imple- 
ment totally  new  information  strategies. 
All  to  ensure  that  our  customers  have  the 
resources  to  stay  focused  on  their  business. 

Tomorrow's  business  leaders  will  come 
from  anywhere,  just  as  one  of  these  children 
may  one  clay  pioneer  a  way  to  tap  glaciers  to 
irrigate  the  arid  Southwest. 

The  right  information  technology, 
however,  will  not. 


A*XI#7T-#JV  MARIETTA 


6801  ROCKLEDCE  DRIVE.  BETHESDA.  MARYLAND  20817 
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Can  you  get  rich  off  a  232-year-old  mathematical 
equation?  Some  entrepreneurs  specializing  in  computer 
encryption  are  going  to  try— if  they  can  stop  squabbling 
long  enough  to  divide  the  spoils. 

Patented  secrecy 


By  Simson  L.  Garfinkel 

In  1763  a  Swiss-born  mathematical 
genius  by  the  name  Leonhard  Euler 
came  up  with  an  equation  that  de- 
scribes what  kind  of  remainders  you 
get  when  you  divide  whole  numbers 
of  a  certain  kind.  For  the  next  two 
centuries  Euler's  equation  was  the 
plaything  of  mathematicians— a  start- 
ing point  for  academic  researches  into 
the  abstractions  of  number  theory. 
Then,  in  1977,  Euler's  discovery 
turned  into  something  extremely 
valuable  in  the  commercial  world.  It 
became  the  basis  of  a  system  of  en- 
cryption, that  is,  a  technique  for  turn- 
ing confidential  messages  into  gibber- 
ish comprehensible  only  to  the  in- 
tended recipient. 

Secret  codes  go  back  to  the  time  of 
Julius  Caesar,  if  not  earlier;  they  have 
played  an  important  role  in  war  and 
diplomacy  since  then.  But  commer- 
cial encryption  has  gained  new  impor- 
tance in  the  modern  digital  age.  En- 
cryption protects  your  password  as  it 
is  transmitted  from  an  automatic  tell- 
er to  a  bank  computer;  it  keeps  crooks 
from  stealing  money  by  forging  bank 
wire  transfers;  it  enables  television 
show  owners  to  collect  from  people 
who  own  satellites;  it  may  someday 
give  rise  to  a  thriving  marketplace  on 
the  Internet.  Encryption  also  makes 
possible  virtually  untappable 
phones — vei  useful  to  businessmen, 
frightening  to  law  enforcers. 

If  computers  create  the  demand  for 
encryption,  they  are  also  the  solution. 
To  make  a  code  mcrackable,  or  nearly 
so,  you  have  to  make  it  complicated. 
Cheap  microprocessor  chips  are  there 
to  do  the  arithmetic.  They  can  handle 

Simson  L.  Garfinkel  is  the  author  of  Pretty  Good 
Privacy:  Encryption  for  Everyone  (O'Reilly  & 
Associates,  1995). 
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the  millions  of  calculations  typically 
necessary  to  encode  and  decode  a 
secret  message  on  the  fly. 

The  1977  application  of  Euler's 
mathematics  to  encryption  was  the 
work  of  three  professors  at  the  Massa- 
chusetts Institute  of  Technology: 
Ronald  Rivest,  Adi  Shamir  and  Leon- 
ard Adleman.  Sensing  the  commercial 

President  James  Bidzos  of  RSA  Data  Security 

If  you  use  Lotus  Notes, 

he's  collecting  royalties  on  you. 


import  of  their  work,  mit  patentcdu 
their  coding  formulas.  The  university  J 
then  licensed  the  patent  to  a  newly 
formed  company,  RSA  Data  Security. 

The  beauty  of  the  RSA  coding 
scheme  is  a  feature  that  Caesar  would] 
scarcely  have  imagined  possible:  a 
public  key.  The  key  is  the  formula  thai  j 
translates  the  plaintext  message  indj 
the  encoded  gibberish.  If,  for  examf 
pie,  your  code  moves  every  letteil 
three  places  forward  in  the  alphabqJ 
(so  A  becomes  D  and  Z  becomes  Cj[ 
then  the  number  of  places  moved  iil 
the  key.  The  key  is  at  once  an  encodjj 
ing  and  decoding  device. 

In  conventional  encryption,  key:| 
must  be  shared  by  the  sender  an« 
receiver  of  the  message,  and  they  musij 
be  kept  secret.  That  is  the  great  weakl 
ness  of  conventional  encryption^ 
What  messenger  can  be  trusted?  If  hi 
is  compromised  or  his  codebook  stoJ 
len  and  copied,  the  code  is  worthies;] 
In  a  digital/wireless  age,  this  dangcj 
is  immense. 

In  RSA  encryption,  the  key  thai 
encodes  is  published  for  all  to  set  J 
friend  and  foe  alike.  That  kev  is  creati  v 
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y  the  person  who  wants  to  receive 

fidential  messages.  A  different  key 

odes  messages,  and  this  key  is 

wn  only  to  the  receiver.  He  calcu- 

s  this  key  from  certain  arithmetic 

s — facts   he   keeps   to   himself — 

ut  the  published  encoding  key. 

mathematics  of  this  system  is 

that  the  public  key  gives  no  clue 

to  how  to  construct  the  secret 

oding  key  (see  box,  p.  124). 

esides  keeping  secrets  secret,  pub- 

ey  cryptography  will  have  another 

payoff  within  the  next  few  years. 

>  is  the  closely  related  technology 

igital  signatures.  Simply  stated,  a 

tal  signature  is  public  key  cryptog- 

hy  run  in  reverse.  Instead  of  mak- 

secret  messages,  the  math  creates 

nforgeable  electronic  seal  that  can 

>laced  at  the  bottom  of  an  elec- 

ic  document.  It  could  be  any- 

g  digitized — a  memo,  a  purchase 

er,  a  tax  return,  even  a  photo- 

ph.  The  seal  can  be  used  to  check  if 

document  has  ever  been  modified 

e  it  was  first  sealed;  it  also  proves 

identity  of  the  person  who  signed 

since  only  he  or  she  would  be  able 

ake  the  seal. 

Nearly,    RSA    Data    Security    has 

ething  extremely  valuable  in  its 

ryption  patent.   But  it  does  not 
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Jimmy  Omura,  chairman  of  Cylink 

If  someone  is  eavesdropping,  call  him. 


have  this  field  to  itself.  Indeed,  the 
MIT  professors  did  not  even  invent  the 
concept  of  public  keys;  that  distinc- 
tion goes  to  two  other  academics. 
Shortly  before  Rivest,  Shamir  and  Ad- 
leman  invented  their  system,  Stanford 
professor  Martin  Hellman  and  gradu- 
ate student  Whitfield  Diffie  had  pub- 
lished a  different  system  of  public  key 
cryptography.  Like  MIT,  Stanford 
knew  it  had  something  valuable,  and 
won  patents.  It  later  licensed  the  pat- 
ents to  newly  formed  Cylink  Corp.  in 
Sunnyvale,  Calif. 

Cylink  has  used  the  Stanford  pat- 
ents to  become,  by  its  reckoning,  the 
world's  largest  supplier  of  commercial 
secure  communications  equipment, 
with  200  employees  doing  sales  of 
some  $30  million.  "We  had  a  custom- 
er who  was  bidding  against  foreign 
competitors  for  huge  projects  in  for- 
eign countries,"  recalls  Jimmy  Omu- 
ra, 54,  Cylink's  founder  and  chair- 
man. "They  knew  that  their  lines  were 
being  tapped  because  their  bids  were 
consistently  underbid  by  a  very  small 
amount.'"  Cylink's  product  put  an 
end  to  the  problem. 

Rival   rsa — headejuartered    a    few 


miles  from  Cylink  in  Redwood  City — 
hired  James  Bidzos,  a  former  interna- 
tional technology  broker,  as  president 
and  focused  on  selling  algorithms  to 
software  companies.  Bidzos,  40,  is  a 
good  salesman.  RSA  encryption  tech- 
nology can  be  found  inside  more  than 
300  products,  including  Lotus  Notes, 
Novell  NetWare  and  Apple's  Macin- 
tosh operating  system,  rsa  employs 
35  people  and  has  annual  revenues 
between  $5  million  and  $10  million. 

The  federal  government  is  in  the 
middle  of  the  fray.  It  wants  to  be  able 
to  receive  E-mail  that  is  secret  and/or 
contains  an  unforgeable  digital  signa- 
ture— think,  for  example,  of  tax  re- 
turns. So  Uncle  Sam  wants  public  key 
encryption  to  be  widely  available.  But 
it  doesn't  want  the  technology  to  be 
too  good.  Terrorists  and  drug  smug- 
glers could  use  it  to  make  their  phones 
untappable. 

It  may  be  too  late  to  put  the  genie 
back  in  the  bottle.  Already,  for  less 
than  $200  you  can  buy  software  that 
will  turn  a  multimedia  personal  com- 
puter into  an  encrypting  telephone 
that  will  thwart  any  eavesdropper,  the 
FBI  included. 

Clearly  there  is  a  big  business  in 
encryption.  What  is  not  clear  is  who,  if 
anyone,  will  collect  the  big  royalties  on 
it  in  coming  years.  To  begin  with,  the 
MIT  patent  is  an  improvement  on  the 
Stanford  ideas,  muddying  mathemati- 
cal and  legal  waters. 

Rather  than  fight,  in  1990  Cylink 
and  RSA  pooled  their  patents  into  a 
partnership  and  went  about  their 
mostly  separate  lines  of  business,  to- 
gether telling  potential  users  not  to 
touch     their    patented     technology 


Uncle  Sam  doesn't  want 
encryption  to  be  too  good. 
Terrorists  could  use  it. 


without  a  license. 

The  federal  government,  mean- 
while, was  getting  very  interested  in 
digital  signatures  as  a  means  of  receiv- 
ing official  government  filings.  In 
1991  the  National  Institute  of  Stan- 
dards &  Technology,  an  arm  of  the 
Commerce  Department,  issued  its 
initial  draft  for  a  federal  digital  signa- 
ture standard.  Instead  of  using  rsa 
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The  key 
that  locks 
does  not 
unlock 


Public  KEY  cryptography 
is  a  clever  scheme  for  en- 
coding secret  messages 
with  encryption  keys  that 
are  known  to  the  public. 

Think  of  it  this  way. 
Anyone  can  send  you  a 
message  in  a  locked  box. 
Copies  of  the  key  that  will 
lock  the  box  are  widely 
available.  But  once  the  lock 
is  snapped  shut,  it  takes  a 
special  key  to  unlock  the 
box.  The  key  that  opens 
doesn't  look  anything  like 
the  one  that  locks.  There 
is  only  one  copy  of  the 
opening  key,  and  you,  the 
recipient,  have  it. 

The  first  step  in  encod- 
ing a  message  is  for  the 
sender  to  convert  it  into  a 
number.  So,  "Transfer  $10 
million  to  my  Swiss  bank 
account"  becomes  a  long 
string  of  digits. 

Next,  the  sender  raises 
this  large  number  to  an  ex- 
ponent. In  the  first  equa- 
tion on  the  blackboard 
above,  4  is  the  exponent. 
It  means  that  3  is  to  be  mul- 
tiplied by  itself  4  times.  In 
a  real-life  case,  the  message 
number — maybe  hun- 
dreds of  digits  long — 
would  go  where  the  3  is. 

Now  the  sender  does 
some  modular — that  is,  re- 
mainder— arithmetic.  To 
say  that  81  equals  1  modulo 
1 0  is  to  say  that  when  you 
divide  81  by  10  you  get  a 
remainder  of  1 . 

Why  remainder  arith- 
metic? Because  it  does  such 
a  wonderful  job  of  scram- 
bling numbers. 

The  public  key  consists 


of  two  numbers — the  expo- 
nent and  the  modulo. 
The  scrambled  message 
that  is  sent  along  is  the 
remainder — comparable  to 
the  1  in  this  example. 

Okay.  We've  now  used 
encryption  formulas 
known  to  everyone  to 
scramble  a  message  and 
send  it  to  a  receiver.  How 
does  the  recipient  read  it? 

The  secret  unscram- 
bling key  is  another  expo- 
nent. The  message  re- 
ceiver calculates  this  expo- 
nent from  some  other, 
secret  numbers.  Lacking 
these  numbers,  a  hacker 
would  need  thousands  of 
years  on  a  good  computer 
to43reak  the  code. 

Where  does  Leonhard 
Euler  fit  in?  In  1763  he  de- 
vised an  elegant  little 
equation  about  exponents 
and  modular  arithmetic. 
That  equation  is  vital  to  cal- 
culating the  decrypting 
key.  We  don't  show  the 
equation  here,  but  it 
looks  a  lot  like  the  second 
line  on  the  blackboard. 

Euler's  math  became 
useful  for  cryptography 
only  with  the  advent  of 
cheap,  powerful  comput- 
ers. Without  a  computer, 
you  can't  do  this  kind  of 
encoding  or  decoding. 
The  computations  are  way 
too  large.  Indeed,  even 
PCs  need  to  take  shortcuts. 
If  they  didn't,  one  of  the 
numbers  would  be  so 
large  that  its  digits 
wouldn't  fit  into  a 
computer  memory  the 
size  of  the  universe.  ■■ 


124 


digital  signatures,  which  were  becor 
ing  a  de  facto  worldwide  standard,  t) 
feds  chose  a  new  algorithm  desigm 
in  secret  by  the  National  Securi 
Agency,  the  spy  agency  headqu; 
tered  at  Fort  Meade,  Md. 

Did  the  NSA  algorithm  infringe  t 
Cylink/RSA  patents?  Federal  offici; 
said  it  didn't.  But  rsa's  Bidzos,  whe 
also  president  of  the  Cylink/RSA  p; 
ent   partnership,   argued   otherwi 
Anybody  who  used  the  nsa  alg 
rithm,  he  said,  risked  an  expensive  a 
lengthy   patent   litigation.    But   ti 
partnership  and  Commerce  came 
with  a  deal:  Give  the  RSA/Cylink  pa 
nership  an  exclusive  license  for  t 
NSA  algorithm,  and  the  partners  v 
give  the  government  free  use  a^ 
license  nongovernment  users  at 
more  than  $1  per  key  per  year,  p 
certain  royalties  on  products  usi 
encryption.  So  if  10  million  taxpay 
had  signed  up  for  electronic  filing 
tax  returns,  the  RSA/Cylink  partn 
ship  could  have  raked  in  $10  millio  I 
year  in  royalties. 

At    first    government    negotiat 
agreed  to  the  deal,  but  after  a  torr 
of  public  objections  they  decided 
private  patent  holders  were  asking 
too  much.  Last  May  the  Departm 
of  Commerce  declared  the  NSA 
mula  was  officially  available,  anc 
October  said  if  anyone  got  sued 
using  it  to  satisfy  a  government  c 
tract,  the  government  would  help 
fend  the  suit. 

By  then,  long-simmering  disag^j 
ments  between  rsa  and  Cylink 
boiled  to  the  surface.  RSA  threate 
to  sue  Cylink  for  patent  infringem  l 
In  a  preemptive  strike  last  June, 
link  sued  rsa,  alleging  that  the  A 
patent  is  invalid.  Now  both  are  tr  g 
to  have  the  partnership  dissolved. 

What  if  Cylink  were  right  that  £ 
rsa  patent  is  unenforceable?  ".  it 
would1  mean,  retorts  rsa's  Bid  s, 
that  Cylink  is  guilty  of  collecting  t- 
ent  license  fees  on  a  patent  it  beli<  xl 
to  be  invalid.  "I  think  they  have  s  i 
their  foot  into  something  they  re 
finding  it  very  difficult  to  extri  te 
themselves  from,"  he  says. 

In  the  end,  there  is  probably  n  b- 
ing  to  stop  encryption  of  one  so  or 
another  from  becoming  ubiquito  in 
the  computer  industry.  But  it  w  i'i 
be  as  lucrative  to  the  original  pui  f 
ors  as  it  might  have  been.  9 
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April  26,  1994.  Nelson  Mandela  called 
it  a  day  like  no  other  before  it.  Some  called 
it  a  dawn.  Because,  tor  the  tir>t  tune  ever,  all 
the  people  ot  South  Africa  went  to  the  polls 
to  vote  for  a  new  government. 

Yet,  months  before  the  election,  there 
was  the  overwhelming  task  of  registering 


election  day.  A  task  that  once  took  six  weeks, 
done  in  mere  minutes. 

Today,  the  machinery  of  change  is  a  com- 
puter. We're  pleased  to  say  it's  often  been 
designed  and  built  by  AST,  one  of  the  world's 
largest  manufacturers  of  personal  computers. 

Our  products  include  Premmia  high  per- 
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more  than  a  million  new  voters.  AST 
was  chosen  to  help. 

From  urban  townships  to  the  Transvaal, 
AST  Premmia""  computers  were  installed  in 
voter  registration  offices.  While  mobile  units 
and  a  roving  technical  support  team 
reached  out  to  remote  tribal  areas. 

Soon,  400  AST 
computers  were  reliably 
creating  voter  iden- 
tification cards  at  a 
rate  of  about  200,000 
a  week  right  up  to 


formance  business  desktops,  affordable 
Bravo  business  desktops,  a  full  range  of 
Ascentia"  notebooks,  Advantage!"  PCs 
for  the  home  and  small  office,  as  well  as 
Pentiurrf-based  Manhattan"  servers.  For 
more  information,  please  give  us  a  call  at 
800-876-4AST  One  day,  you  might 
use  our  latest  technology  to  do  some- 
thing new.  Perhaps  you'll  learn  to  use 
a  spreadsheet  program  or  E-mail  the 
Johannesburg  sales  office. 
Or,  just  maybe,  leam  what 
it  feels  like  to  be  free. 


YOU'LL        LIKE        THE        WAY        WE        WORK 


COMPUTER 
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Executive  Vice , 
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Most  of  the  transfer  of  technology 
within  TRW  has  been  from  aerospace  to 
automotive.  More  than  200  automotive  prod- 

ave  been  advanced  by  TRW  space  and  defense 

jffl 

ilities.  Today,  technology  is  also  being  transferred 

I 

other  direction.  Aerospace  products  are  benefit- 

k 

.  om  TRW  automotive  capabilities. 


one  pilot  program,  military  avionics  and  commer- 
51 
nfllectronics  will  be  produced  on  the  same  production 

0  n  this  case,  the  transfer  of  technology  means  the 

p,,,,  ix  of  the  entire  production  process.  TRW's  aero- 

ISlO  and  automotive  engineers  are  working  together  to 

!■<?"  avionics  modules  that  can  be  produced  on  auto- 

'""'s  lines.  This  dual  use  of  production  facilities  has 

"    tential  of  reducing  costs  of  military  parts  by  more 

0  percent. 

>elieve  this  ability  to  make  a  production  line  do 

\.  duty  strengthens  our  nation's  manufacturing  base. 

lercial  facilities  can  be  adapted  quickly  to  meet  a 

e  emergency.  Our  military  customers  gain  a  high- 

',  lower-cost  source  of  supply.  Our  automotive  cus- 

i  have  an  opportunity  to  expand  their  technology 


base.  And  TRW  keeps  its  production  lines  running  at 
high  efficiency,  which  makes  us  more  competitive. 


MANUFACTURING  COST  COMPARISON 
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Material    Labor    Overhead     Tooling  TOTALS 

LJ  Automotive  Line  H  Military  Line 


A  military  crash  sensor  produced  on  a  TRW 

automotive  line  is  projected  to  cost  significantly  less  than  if 

it  were  produced  on  a  military  line. 

Sharing  a  production  line  is  a  tangible  kind  of 
technology  transfer.  TRW  is  in  a  unique  position  to 
combine  production  facilities  because  we  have  comple- 
mentary automotive  and  military  capabilities.  In  a  time 
of  declining  defense  budgets  and  increasing  commercial 
competition,  doing  double  duty  is  a  way  for  all  of  us  to 
operate  more  efficiently. 

Automotive.  Aerospace.  Information.  Innovation. 
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MrRW  Annual  Report,  write  TRW  Inc.,  Dept.  H,  1900  Richmond  Rd.,  Cleveland,  Ohio  44124-3760. 
■  :  995  TRW  is  the  name  and  mark  of  TRW  Inc. 
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COMPUTERS/COMMUNICATIONS 


Our  Jan.  30  article  on  Internet  hyperbole,  "Where's  the 
money?"  attracted  a  flood  let  of  E-mail  to  author  David 
Churbuck  (dbuck@world.std.com).  A  sampling. 

Internet:  fans 


and  flame 


Sir:  You  make  a  mistake  un- 
derestimating the  value  of  the  Inter- 
net as  a  communication  tool.  Or  do 
you  think  it  is  not  "yet  time  for  the 
average  insurance  broker  or  freight 
forwarding  firm"  to  own  a  fax 
machine? 

Lately  I  have  been  bugging  my 
stockbroker  about  why  I  can't  E-mail 
him.  He's  always  with  a  customer  or 
on  the  phone.  Why  can't  [brokers] 
get  with  it? 
-Flint  Harding  III 
Florence,  S.C. 
f.harding@genie.geis.com 

Sir:  I  have  only  one  friend  over  25 
who  is  on  the  Net.  She's  26  and  lives 
in  Germany.  She  uses  the  Net  to 
communicate  with  her  friends  and 
professional  associates  in  the  U.S. 

The  Net  will  start  to  take  off  once 
the  under- 2  5  population  starts  raising 
families. 

-Robert  Campanell 
Austin,  Tex. 
robcamp@io.com 

Sir:  I  agree  with  your  slant  on  the 
Internet.  You  can't  pick  up  any  read- 
ing material  without  seeing  some- 
thing about  it.  Just  like  a  high-tech  cb 
radio.  It  would  figure  that  Forbes 
would  show  it  for  what  it  is. 
-William  L.  Jepsen 
McHenry,  111. 
Jepsentire@aol.com 
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Sir:  The  utility  of  digital  connectiv- 
ity will  eventually  triumph,  though,  as 
you  point  out,  just  posting  some- 
thing on  the  current  Internet  and 
waiting  for  buyers  to  magically  flock 
to  your  door  is  no  different  from 
opening  up  a  store  in  a  side  alley  and 
expecting  to  be  discovered. 
-Robert  Frankston 
Newton  Highlands,  Mass. 
©frankston. com 

Sir:  When  I  joined  the  mailing  list 
INET-L,  all  about  marketing  on  the 
Internet,  I  asked  the  naive  question: 
What  are  the  skills  people  bring  to  this 
new  medium?  Not  surprising  to 
you,  perhaps,  but  surprising  to  me, 
not  a  one  cited  any  sort  of  avant- 
garde  design  training  or  experience. 
Instead,  most  of  the  companies  I 
bumped  into  are  led  by  people  out  of 
advertising  or  traditional  graphics 
arts,  probably  the  least  likely  types  to 
succeed  on  any  interactive  medium 
of  communications.  Shocking. 
-Bob  Jacobson 
Worldesign  Inc. 
Seattle,  Wash. 
Bob@worldesign.com 

Sir:  I  find  it  interesting  that  for  all 
the  lip  service  you  dedicate  to  tech- 
nology, you  still  force  readers  to 


send  in  letters  to  the  editor  via  snail  I 
mail.  I  agree  that  the  hype  regarding' 
Net  commerce  is  premature,  but  reaBt 
ly,  Forbes  needs  to  inch  ahead. 
-Marc  F.  Rogers 
Portola  Valley,  Calif. 
buckrog@ix .  netcom  .com 

Sir:  Internet  is  a  lot  of  fluff,  and  a 
potentially  serious  threat  to  produc- 
tivity. If  I  were  running  a  large  cor 
pany,  there's  no  way  I'd  allow  unbr 
died  access  to  it.  It's  like  putting  a 
television  on  every  desk. 
-John  Foust 
Syndesis  Corp. 
Jefferson,  Wis. 
76004 . 1 763@compuserve  .com 

Sir:  My  first  experience  with  the  Net 
was  as  an  M.B.A.  in  1993.  Since  then 
I've  spent  many  hours  lost  in  the 
black  hole  of  the  Net.  Although  there 
an  abundance  of  technical  informa 
tion  available,  there's  little  useful  infoi 
mation  for  my  work  or  studies. 

When  it  comes  to  down-and- 
dirty  research,  the  most  productive 
time  is  still  spent  in  the  ol'  library. 
-James  Carter 
Jackson,  Miss. 
cartejh@okra.millsaps.edu 

Sir:  The  audience  is  not  yet  accli- 
mated to  buying  merchandise  or  i 
formation  on-line.  But  all  this  will 
change  in  a  couple  of  years,  sooner 
than  we  think. 
-Jeffrey  Melin 
Philadelphia,  Pa. 
jmelin@infomed.com 


Sir:  Even  over  the  highest- speed 
link,  it  often  takes  10  to  30  seconds 
get  a  page.  I'm  not  that  patient, 
I  doubt  many  other  consumers  are 
-Scott  Louis  Byer 
Mountain  View,  Calif. 
byer@mv .  us .  adobe  .com 

Sir:  This  new  medium  will  eventu 
ly  evolve  to  find  its  own  niche  be 
tween  mail  order  and  Qvc.  Comp; 
nies  are  still  using  the  print  mediui 
the  paradigm  for  their  selling  ef 
forts.  That  needs  to  change  so  that  th 
electronic  shopping  place  has  its 
own  identity. 
-John  Culter 
Edina,  Minn. 
jculter@winternet.com 
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Intel  as 
conquistador 


COMMENTARY  BY  RICHARD  A.  SHAFFER 


Richard  A.  Shaffer  is  founder  of 
Technologic  Partners,  a  technology  consulting 
company  in  New  York  City,  and  publisher  of 
Technologic  Computer  Letter. 


It's  a  nice  problem  to  have,  but  it's 
still  a  problem  for  Intel:  The. compa- 
ny is  too  successful.  Where  does  it  go 
from  here? 

Intel's  position  cannot  improve 
because  it  already  ranks  first  in  micro- 
processor chips.  So  all  of  its  compet- 
itive efforts  amount  to  running  in 
place.  And  run  it  does,  driven  by 
Chief  Executive  Andrew  Grove's 
belief  that  only  the  paranoid  survive. 

Last  year,  for  the  third  year  in  a 
row,  Intel  was  the  world's  largest 
semiconductor  company,  and  the  first 
ever  to  sell  more  than  $10  billion  in 
products.  Even  after  a  $475  million 
pretax  charge  to  cover  the  cost  of 
replacing  faulty  Pentiums,  the  com- 
pany netted  $2.3  billion.  Intel  proces- 
sors run  eight  of  every  ten  personal 
computers  sold  in  the  world;  its  clos- 
est rival,  Motorola,  accounts  for  fewer 
than  one  n.  Yet  Intel  runs,  look- 

ing over  its  si  i  ilder  all  the  while,  and 
its  competitive  strategies  reveal  a  lot 
about  its  ;  >wer  and  about  its 
prospects  for       ,  ing  number  one. 

So  far  other  .  dware  and  software 
platforms — inch  ing  Apple  Com- 
puter's Macintosh  tnd  the  Unix  sys- 
tems based  on  reduced  instruction  set 
computing  chips — are  scarcely  any 
threat  to  Intel-based  computers. 
Apple  has  barely  managed  to  hold  on 
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to  its  market  share  in  personal  com- 
puters, and  the  Rise  vendors  are  more 
threatened  by  Intel-based  worksta- 
tions than  the  other  way  around. 
Intel  gets  more  competition  from  the 
Intel  doners:  Advanced  Micro 
Devices,  Cyrix,  Nexgen. 

Intel's  defense  starts  with  its  $1.1 
billion  of  research  and  development, 
enabling  it  to  push  customers  into  the 
next  generation  of  electronic  power 
as  soon  as  the  knockoff  artists  catch 
up  with  the  old  one.  That  R&D 
budget  is  more  than  the  revenues  of 
some  of  Intel's  competitors.  Intel 
spent  $2.4  billion  last  year  to  build 
and  equip  new  factories. 

At  the  Intel  "architecture  laborato- 
ry" in  Hillsboro,  Ore.,  engineers  are 
trying  to  expand  the  market  for 
microprocessors  beyond  personal 
computers  to  home  entertainment 
centers  and  handheld  communica- 
tions gadgets.  The  architecture  lab  is 


ments.  Other  projects  with  Microsol 
include  systems  for  displaying  videl 
on  a  PC  and  connecting  it  to  a  tel< 
phone   line.    Perhaps   Intel's   ma 
ambitious  standard-setting  effort  < 
all  is  known  as  the  Serial  Bus.  This 
an  effort  to  consolidate  the  spaghet 
of  cables  and  ports  just  inside  th 
back  of  the  PC  with  a  single  multipat 
connector.  That  wouldn't  eliminate 
the  mess  of  wires  draped  across  t 
back  of  your  desk,  but  it  would  low< 
the  cost  and  increase  the  reliability  < 
the  computer. 

Intel  has  teamed  with  Hewlel 
Packard  to  develop  future  generatioi 
of  microprocessors.  The  hope  is  th 
the  two  companies  will  be  able 
devise  some  new  family  of  processon 
that  have  powers  far  greater  th 
what    might    be    done    simply   i 
extending  today's  designs  but  that 
manage,  nevertheless,  to  be  compa 
ible  with  today's  software. 


If  the  Pentium's  successors  swallow  up  nearby  chips  inside 
the  PC,  that's  probably  good  news  for  the  user. 


also  busy  expanding  the  territory  con- 
trolled by  a  computer's  central 
processor. 

The  Pentium's  successors  will  swal- 
low up  functions  (like  video,  sound 
and  telecommunications)  now  han- 
dled by  nearby  chips  inside  the  PC. 
Makes  sense;  as  often  as  not,  the  aux- 
iliary chips  are  not  made  by  Intel. 
Very  bad  news  for  other  chip  compa- 
nies, but  probably  good  news  for  the 
user,  who  will  get  a  faster  and  cheap- 
er multimedia  box. 

Another  defensive  bulwark  consists 
of  alliances.  With  Novell,  Intel  creat- 
ed a  system  to  help  users  cope  with 
complex  networks  of  PCs.  Intel 
helped  Microsoft  develop  the  "plug 
and  play"  standard  that  will  make  it 
easier  to  upgrade  PCs  with  new  attach- 


. 


Moving  beyond  chipmaking,  I 
is  invading  the  adjoining  turf  of 
malting.  It's  a  tricky  business  to  coi 
pete  with  your  customers,  but  Inte 
running  out  of  room  for  growth] 
chips.  And  so,  for  some  smaller  P 
manufacturers,  Intel  now  designs  ant 
builds  everything  from  subsystems 
complete  machines. 

If  Intel  achieves  its  ambitions,  the 
is  every  chance  that  five  or  ten  year 
from  now  it  will  still  be  number  oil 
in  semiconductors,  while  the  field 
American  competitors  will  be  fil 
smaller.  It  would  be  an  ironic  twist 
U.S.  semiconductor  firms  were  to 
done  in  not  by  the  Japanese  I 
once  feared  but  by  one  of  their  o' 
although  Intel  would  probably  di 
miss  such  concerns  as  paranoid.    1 
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Taking  a  page  from  medicine,  engineers 
are  using  CAT  scans  to  see  inside  machinery, 
especially  machinery  that  might  blow  up. 

Scanning 
for  trouble 


By  Carolyn  T.  Geer 

A  conventional  X  ray  sometimes 
can't  see  the  trees  for  the  forest,  which 
is  why  doctors  love  the  refinement 
known  as  computerized  tomography. 
cat  scanners,  as  they  are  called,  re- 
duce a  bunch  of  X  rays  from  different 
angles  to  a  single  cross-sectional  im- 
age, where  deep-buried  problems — 
like  a  tumor  or  weakened  artery — 
come  clearly  into  view. 

Now  industrial -strength  versions 
of  these  machines  are  helping  engi- 
neers see  around  corners.  Such  sec- 
ond sight  can  save  lives  by  finding  a 
weak  weld  that  might  burst  a  boiler  or 
an  imbalanced  turbine  that  might  un- 
spool  its  blades  in  a  hail  of  shrapnel. 

Leading  the  charge  is  Waltham, 
Mass. -based  Arkwright  Mutual  In- 


Scan  showing  crack  in  welded  steam  pipe 
(above);  prototype  of  mobile  CAT  scanner 
How  engineers  see  around  corners. 

surance  Co..  which  covers  the  equip- 
ment inside  the  likes  of  power  plants 
and  pulp  mills.  Insurance  companies 
would  rather  fend  off  disasters  than 
pick  up  the  pieces  afterwards,  and  CAT 
scans  are  turning  into  a  surprisingly 
useful  u  »ol  to  that  end.  "This  is  excit- 
ing stuff,"  effuses  William  Poutsiaka, 
Arkwrightis  chief  executive.  "You  can 
take  existing  technologies  where  bil- 
lions have  already  been  spent  on  R&D 
and,  with  some  creative  engineering, 
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transform  them  into  tools  that  pre- 
vent losses." 

Two  years  ago  Klaus  Ullmann, 
Arkwright's  chief  engineer,  stumbled 
across  a  small  research  outfit  in  Austin 
that  had  invented  a  deeply  penetrat- 
ing cat  scan  to  inspect  steel  tubing  as 
it  rolled  off  the  assembly  line.  The 
company,  Integrated  Diagnostic 
Measurement  Corp.  (idm),  was  also 
working  with  a  nearby  utility  that 
wanted  to  inspect  high-pressure 
steam  pipes.  Conventional  inspection 
methods  like  ultrasound  cost  $1.5 
million  and  take  8  to  1 1  weeks,  idm's 
method  tookjust  4  weeks  and  cost 
$800,000.  Arkwright  brass  liked  idm 
so  much  they  bought  it. 

idm's  founder,  Ira  Morgan,  is  a 


nuclear  physicist  who  has  been  rd 
searching  industrial  uses  for  cat  scan 
for  two  decades.  Along  the  way  he1 
scanned  artifacts  for  the  $mithsoni 
Institution,  including  a  Mayan  urn, 
Stradivarius  violin,  a  Ming  dynasi 
doorknob  and  an  Eskimo  totem  pol 

Perhaps  most  intriguing  was  Mot 
gan's  assignment  ten  years  ago 
build  a  scanner  for  General  Motor; 
engine-block  plant  in  Defiance,  Ohii 
GM  says  it  uses  the  machine  to  scan  ft 
casting  defects.  But  the  same  machi 
could  also  be  useful  for  looking  insidl 
a  rival  manufacturer's  product.  "Ycl 
could   find   out   how  a   competitor 
makes  its  parts,  and  do  it  without  ev 
cutting  them  up,"  says  Morgan. 

It  takes  more  than  X  rays  to  sc 
hunk  of  metal,  idm  uses  gamma  ra 
higher- frequency   radiation   emitte* 
from  the  nucleus  of  radioactive  mate 
rials,  such  as  cobalt  and  iridium.  A 
1.25  million  electron  volts,  a  gam 
ray  photon  is  four  to  six  times 
powerful  as  the  photons  of  X  rays  us> 
in  medicine.  The  high-power  rays  c 
finger  a  microscopic  crack  throu 
more  than  10  inches  of  solid  metal 

idm's  machine  passed  muster 
tests  on  the  now-canceled  Supercor) 
ducting  Supercollider  and  at  a  Texa 
Utilities  Electric  plant.  One  problem 
is  its  size.  The  so-called  mobile  uni 
requires  an  overhead  structure  to  sui 
pend  its  nearly  2  tons  of  weight.  (X 
the  drawing  board  is  a  more  portabl 
version  weighing  500  pounds. 

Meanwhile,  idm  has  come  up  with! 
handheld  backscatter  gauge  dr 
works  on  the  same  principle.  Whii 
the  cat  scanner  takes  360  measur 
ments  around  an  object  to  record  i 
shape  and  thickness  throughout,  tit 
backscatter  unit  takes  just  one  mei 
surement  at  a  time,  revealing  the  o. 
ject's  thickness  at  that  point  only.  Fl j 
many  applications,  that's  all  you  net' 

Recently,  at  New  England  Ekl 
trie's  power  plant  in  Salem,  Mas; 
Arkwright  tested  the  gauge  on  1 
story-high  boiler  tubes.  The  backsc 
ter  makes  sandblasting  unnecess^ 
and  saves  the  utility  $140,000. 

Arkwright  believes  its  backseat 
gauge  could  also  be  used  on  c 
decaying  infrastructure.  It's  talki 
with  the  Department  of  Transpor 
tion  about  testing  bridges  to  see  if  t 
metal  girders  are  corroding  under  < 
cades-old  layers  of  paint. 
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Meet  LG,  the  new  name  for 
the  Lucky-Goldstar  Group. 

We're  still  the  same  company  you've  come  to  rely  on  for  quality  products. 
And  we're  still  dedicated  to  providing  complete  customer  satisfaction.  But  now 
we're  looking  to  the  future.  And  as  one  of  the  largest  global  corporations  in 
the  world,  we  want  to  concentrate  on  what  we  do  best— using  advanced 
technology  to  create  products  like  256M  DRAMs  and  High  Definition  TVs 
(HDTVs)  that  make  your  life  easier  and  more  comfortable.  So  say  hello  to  LG, 
the  Face  of  the  Future,  today! 


•Chemistry  •Electric  &  Electronics  •Trade  •Finance  •Construction  •Public  Service 


Surgeon's  helper 


■^■l^'J^/^VIiVl^^liWiMmiiM 


Michael  Gianturco  is  a  portfolio  manager. 
His  forthcoming  book  on  investing  in  technology 
stocks  and  funds  is  The  Market  that  Beats  the  Market 
(Little  Brown,  1995). 


Two  GOOD  STRATEGIES  for  technol- 
ogy investors:  Buy  a  technology  after 
Wall  Street  has  already  soured  on  it; 
buy  it  obliquely,  not  head-on.  A  rath- 
er obscure  medical  equipment  firm, 
Steris  Corp.,  illustrates  both  of  these 
principles. 

The  technology  in  question  is  en- 
doscopic surgery.  This  is  a  way  to  do  a 
gall  bladder  removal  or  knee  or 
abdominal  operation  with  a  mini- 
mum of  cutting.  The  surgeon  oper- 
ates by  remote  control,  with  instru- 
ments inserted  through  a  half-inch 
incision  in  the  body.  A  miniature 
video  camera,  at  the  end  of  a  fiber- 
optic stalk  inserted  through  the  same 
small  opening,  allows  the  doctor  to 
see  what  he  is  doing.  Patients  recover 
much  faster  than  they  would  with 
traditional  big-incision  surgery. 

The  technology  turned  into  a  fad 
on  Wall  Street  in  the  early  1990s,  with 
stocks  like  U.S.  Surgical,  Laserscope 
and  Surgical  Laser  doubling  or  tri- 
pling in  the  space  of  a  year.  Then  came 
the  inevitable  crash.  U.S.  Surgical,  for 
this  and  other  reasons,  is  now  trading 
down  82%  from  its  high  near  136. 
Perhaps  the  field  is  worth  a  second 
look  now. 

Prices  appear  weak,  but  the  difficul- 
ty is  in  finding  a  stock  that  can  capture 
a  major  percentage  of  growth  in  the 
whole  field  of  endoscopy.  It  is  an 
important  trend  in  medicine.  Within 
five  years  50%  of  all  general  surgical 
procedures  will  be  performed  using 
these  techniques. 

Turn  now  to  the  second  principle: 
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oblique  investing.  This  is  the  instinct 
that  tells  you,  when  a  technology  is 
catching  on,  to  avoid  the  obvious 
suppliers  of  that  technology  and  look 
to  ancillary  firms.  At  a  time  when  IBM 
personal  computer  clone  manufactur- 
ers were  first  hot  on  Wall  Street,  for 
example,  the  oblique  investor  would 
have  ignored  the  lot  of  them  and 
bought  stock  in  the  firm  that  made  all 
of  their  microprocessors:  Intel. 

Steris  Corp.  is  an  oblique  play  on 
endoscopic  surgery.  This  company 
doesn't  make  endoscopes.  It  makes 
machines  to  sterilize  endoscopes. 

It  is  an  easy  and  sure  procedure  to 
clean  and  sterilize  conventional  surgi- 
cal instruments  with  a  pressure  cooker 
called  an  autoclave.  Inside,  the  tem- 
perature ranges  from  250  degrees  to 
275  degrees  Fahrenheit.  If  you  run  an 
autoclave  for  the  recommended  time, 


tion   of  trained    people — and    th 
time.    Given    the    risk   of  litigati 
against   medical    professionals,    it 
wise  to  document  the  sterilizatw 
process  in  some  way.  This  is  diffi 
with  a  manual,  chemical  sterilizi 
procedure.  The  chemicals  used  (g 
taraldehyde  and  ethylene  oxide,  pi 
marily)  are  noxious. 

Finally,  the  hospital  may  have 
urgent  need  for  the  endoscope.  Th 
is  no  time  for  a  long  steriliza 
process.  Because  the  scope  represei 
such  a  large  capital  investment, 
hospitals  cannot  stock  drawers  fu 
extras  as  they  do  with  traditional  si 
gical  instruments. 

Find  a  need  and  fill  it.  Steris  Coin 
of  Mentor,  Ohio  received  federal  a 
proval  for  a  small,  fast,  "smart"  chen 
ical  sterilizer  for  endoscopes  in  1: 
1988.  It  started  selling  the  machi: 


Oblique  investing:  You  don't  buy  the 
suppliers  of  a  hot  technology,  you 
buy  the  ancillary  firms. 


you  know  the  result.  The  bacteria  and 
viruses  are  dead.  There  is  no  place  in  a 
steam  sterilizer  for  a  germ  to  hide. 

With  the  new  endoscopic  surgery, 
however,  comes  a  new  problem.  En- 
doscopes should  not  be  subjected  to 
temperatures  higher  than  140  de- 
grees Fahrenheit.  They  are  made  from 
tiny  electronic  parts,  optical  fiber, 
plastics  and  special  adhesives.  Auto- 
clave one  and  you  have  ruined  it.  A 
new  instrument  costs  $35,000  to 
$50,000. 

For  this  reason,  endoscopy  devices 
are  sterilized  with  chemicals  instead  of 
heat.  This  works,  but  the  problem  is, 
you  must  somehow  control  and  mon- 
itor the  chemical  sterilization  process 
in  such  a  way  that  you  know  it  has 
worked.  This  is  more  complex  than 
just  turning  on  a  pressure  cooker. 

If  you  are  using  chemicals,  there  are 
questions  of  concentration,  exposure 
times  and  bacterial  resistance.  In 
short,  chemical  sterilization  involves 
doing  chemistry.  It  requires  the  atten- 


if 


m\ 


in  1989  and  has  sold  5,000  to  date 
about   $16,000   apiece.   The 
market  is  estimated  at  135,000  u 
Steris  also  does  a  nice  business  selliil  im 
$5  refills  of  the  sterilizing  chemica 
It  netted  $7.7  million  last  year 
revenues  of  $59  million. 

The  Steris  sterilizer  kills  bugs  in  \ 
minutes.  With  just  two  endoscope!"1  'lftt  B 
surgical  team  can  alternate,  keepin  dvi 
one  scope  in  use  and  the  other  in  t 
Steris  machine — and  keep  on  workk  niiiw 


}  nthet 


all  day.  The  machine  fully  automat  j 
the  chemical  sterilization  procedil 
and  prints  out  a  record  of  each  rum 
Understand  this:  Although  the  e;i 
ly  plays  in  endoscopic  surgery  ; 
looking  cheap  now,  Steris  is  not  in  t 
bargain     basement.     The    compa 
went  public  at  7  in  June  1992  and  1 
climbed  steadily  to  a  price  of  3 1 ,  or 
times  trailing  earnings  of  83  cents] 
share.  This  young  company  alrea 
has  woven  its  machines  and  produ 
into  its  customers'  work  lives.  It  i 
buy  at  or  below  28. 
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Can  Conservative  Management 

Lead  to  Financial  Strength 

in  Today's  Banking  Environment? 


t  Republic 
onal  Bank,  the 
/er  to  that  question  is 
nequivocal  YES.  The  proof  is  in  our 
wrs. 

the  June  24,  1994  analyst's  report, 
irst  Boston  notes:  "In  our  opinion, 
iblic  has  developed  a  flexible  entrepre- 
ial  approach  in  meeting  clients'  needs, 
n  addition,  RNB  has  approached  new 


, 


business  both  cautiously  and 
prudently,  making  sure  the 
product  provides  consistent 
profitability  and  generous  spreads.  Along 
these  same  lines,  we  believe  RNB  has  made  a 
strategic  commitment  to  internally  expanding 
its  domestic  private  banking  business." 

Cautious  in  risk  management.  High  pro- 
ductivity. Traditional  banking  values  that 
help  build  a  strong  financial  institution. 


Republic  National  Bank 


For  more  information  about  Republic  National  Bank, 
please  call  1  800  REPUBLIC.  Outside  the  U.S.  (718)  488-4049. 

Prom  the  collection  of  Republic  National  Bank  ni  New  >ork.  i    Republic  National  Bank  of  New  York  1995. 
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Some  business  folk  travel  these  days  loaded  down 
with  electronic  gear.  Others  just  sit  and  think. 

Curious  customs 
among  the 
road  warriors 


"7  whs  on  a  flight  to  Charlotte,  and  it 
was  the  first  time  I  really  noticed  how 
many  people  have  laptops  with  them.  The 
first  guy  I  saw  with  a  laptop  was  playing 
solitaire.  The  second  guy  was  playing 
solitaire.  The  next  two  guys  were  playing 
some  sort  of  Sega  Genesis  street  fighting 
game.  This  is  the  Tway?" 

— author  Tom  Wolfe 
Tom  Wolfe  is  an  acute  observer  of  our 
folkways,  but  lots  of  people  have  fig- 
ured out  how  to  convert  travel  time 
into  work  time,  not  play  time. 

That's    what    we    learned    in    a 
FoRBES-conducted    survey   of  busi- 


nessmen and  women  who  have  to 
work  when  they  travel.  What  we  also 
learned  is  that  there  are  different  styles 
among  road  warriors. 

William  Savoy,  president  of  Vulcan 
Ventures  Inc.,  based  in  Bellevue, 
Wash.,  is  a  heavy-weapons  carrier. 
The  personal  finance  manager  is  on 
the  road  a  third  of  the  year,  and  travels 
loaded  for  bear.  His  impedimenta 
weigh  in  at  over  10  pounds,  including 
spare  batteries. 

Key  to  his  arsenal  is  a  Texas  Instru- 
ments TravelMate  4000  notebook — 
with    full-color    monitor   and    extra 


memory.  It's  loaded  with  softva 
that  lets  Savoy,  even  while  airbon 
tap  into  the  financial  markets  ( 
Bloomberg  Information  Services 
tie  into  his  own  office  for  E-mail  a 
other  files.  That's  provided,  of  com 
he  can  use  a  phone.  So  he  prel 
carriers  that  have  plenty  of  air  phor 
such  as  United  Airlines,  Alaska  I 
Northwest. 

For  a  sidearm,  Savoy  carries  a  po 
et-size  personal  data  assistant,  or  P 
He  uses  Sharp's  Wizard,  in  which 
keeps  his  appointments  calendar  ;i! 
his  contact  database.  "It's  easier1 
open  a  3x5 -size  thing  to  search  f< 
name  than  to  boot  up  the  compute.  \ 
he  says. 

Also  in  his  kit  bag  is  a  Sega  G; 
Gear  machine,  on  which  Savoy  t 
new  releases  to  gauge  their  comri 
cial  success  (cartridges  such  as  S< 
the  Hedgehog,  the  Lion  King 
Aladdin). 

When  he  hits  the  ground,  S*. 
reaches  for  his  cellular  phone,  a 
torola  flip-top,  and  checks  his  ^ 
alphanumeric  pager. 

Savoy  used  to  carry  a  Sony 
Discman,  but  it  added  to  airporr 
lays.  "At  security  I  have  to  turn  on 
pager,  open  the  laptop,  turn  on 
cellular  phone  and  turn  on  the  1 
ard.  If  I  have  to  show  that  the  I 
man  works,  I'm  with  the  guard  fc 
minutes." 

Unlike    the    heavy-weapons 
like  Savoy,  a  larger  group  manag  jj 
work  with  only  minimal  hardwar  fa 

Myrna  Blyth,  editor-in-chief  o>  office de 
dies  Home  Journal,  takes  alonj.  «  uc 


nputer,  \ 
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Apple  Powerbook  only  if  she  i 
Usually  she'll  just  take  printed  fil 
the  road,  to  edit  by  hand. 

While  traveling,  Jonathan  Gu 
berg,  director  of  new  media  for 
tarn  Doubleday  Dell,  tries  to 
without  electronic  assistance, 
ing,  writing  notes  and  doing 
work  that  is  not  computer-d< 
dent.  "The  weight  tradeoff  isr 
ways  there,"  he  says,  although  1 
a  fully  loaded  NEC  laptop  ready 
when  he  needs  it. 

Peter  Gilbert,  second  vice  pre: 
of  the  New  York:  based  Colleg 
tirement  Equities  Fund,  ma 
money  invested  in  South  Arr 
Canada,  South  Africa,  Australi 
New  Zealand.  He  discoverer 
Hewlett-Packard     200LX     pa 
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lputer,  which,  coupled  with  Ace 
xms  hnologies  software,  can  carry  all 
mug  same  data  and  spreadsheets  as  a 
nhra  der  laptop,  and  act  as  a  satellite  for 
iKio  office  desktop. 

:20s  Angeles-based  sports  agent 
ihc  t  n  Reich  uses  lots  of  equipment  but 
:cdfl  aptops.  Reich  is  a  telephone  man. 
a  coast-to-coast  flights  I'm  usually 
the  phone  about  an  hour."  He 
::  W  res  flying  first  class  pays  off  for  him 
:.  •  1  iuse  the  seats  are  usually  provided 
ace,  1  seat  phones. 

loog  £ich  also  travels  with  not  one  but 

;:cf-d<    cellular  phones,  for  when  he 

-  srtls.  One,  for  use  mainly  on  the  East 

il^st,   is   an   Audiovox    MVX-700 

ing  only  6.2  ounces  and  is  billed 

of  Pittsburgh.    The    Motorola 

950,    for    West    Coast    calls, 

s  about  a  pound  and  is  billed 

Los  Angeles.  Reich  carries  two 

ery   chargers   for   these   cellular 

nes. 

■crate   also   totes   his   own   cordless 
pj  ne,  a  Motorola  for  use  in  hotel 


rooms.  "I  like  to  pace  when  I  talk,"  he 
says.  So  he  hooks  up  the  cordless  to 
the  hotel  line. 

On  long  trips,  he  brings  a  tele- 
phone answering  machine. 

Robert  Crandall,  chairman  of  AMR 
Corp.,  parent  of  American  Airlines, 
usually  takes  paperwork  with  him  on 
flights.  But  Crandall  doesn't  diddle 
with  a  laptop — on  board  or  on  the 
ground. 

Nor  does  Herb  Kelleher,  chairman 
of  Southwest  Airlines,  who  also  sticks 
to  paperwork  while  flying.  Likewise 
Donald  Trump,  who  used  to  own  his 
own  airline  and  still  spends  a  lot  of 
time  in  the  air.  "Being  on  a  plane  is 
one  of  the  greatest  places  ever  to  do 
paperwork.  Generally,  you  can't  be 
interrupted,"  he  says. 

Some  other  tips  from  veteran  road 
warriors  on  how  to  turn  that  travel 
time  into  money: 

■  Carry  a  shortwave  radio — which  is 
small  and  lightweight.  It's  handy  for 
getting  news  while  abroad  and  for 
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getting  a  foreign  perspective.  One 
respondent  cites  another  reason:  "It 
helps  me  with  my  Spanish." 

■  Write  thank-you  notes.  "I  take  a 
bunch  of  them,  already  stamped,  on 
the  plane.  You  can  write,  seal  and  then 
mail  them  upon  arrival,"  says  one 
sharpshooter.  "It's  gotten  me  a  lot  of 
business,  because  no  one  writes 
thank-you  notes  anymore." 

■  Pray.  Business  broker  Fred  Zirkle, 
based  in  Spokane,  Wash.,  stores  the 
King  James  Bible  and  the  Book  of 
Mormon  in  his  Toshiba  T1950CS 
notebook  computer. 

■  Think.  "When  I'm  not  using 
phones,  I'm  just  thinking,"  says 
sports  agent  Reich.  "Thirty-two 
thousand  feet  is  a  good  place  to  think 
about  strategy." 

Gabby  neighbor  keeping  you  from 
business?  Here's  mortgage  broker 
Christopher  Cruise's  suggestion: 
"Just  keep  saying,  'Huh?  huh? 
huh?'  "  He  insists  it  works.  -W.G.F. 
and  Vicki  Contavespi  h 
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PERSONAL  AFFAIRS 


More  families  own  pianos  than  play  them. 
Modern  electronics  can  make  them  live  again. 

Play  it  again 


By  Maria  Matzer 

The  piano  is  still  the  most  popular 
musical  instrument  in  the  U.S.,  good 
for  about  $800  million  a  year  in  annu- 
al shipments. 

Yet  the  piano  is  more  than  a  musical 
instrument:  With  a  good  Steinway 
grand  running  $60,000,  it's  an  invest- 
ment. And,  at  up  to  9  feet  long,  it's  a 
major  piece  of  furniture.  But  it's 
something  more.  It's  a  mood. 

"People  fantasize  that  buying  a  pi- 
ano will  give  them  some  Victorian 


ideal  of  life,  with  the  family  gathered 
around  together,"  says  Leopold 
Holder,  president  of  Manhattan's 
New  York  Piano  Center.  "It's  a  total- 
ly emotional  purchase." 

There  is  something  about  the  qual- 
ity of  sound  produced  by  a  classic 
piano  that  assures  its  survival  even  if 
there's  no  one  around  who  plays  the 
thing.  Does  that  make  it  merely  deco- 
rative? No.  You  can  buy  modern  play- 
er pianos,  driven  by  floppy  diskettes, 


that  will  recreate  works  by  the  gr< 
masters. 

Want  George  Gershwin  to  play 
"Rhapsody  in  Blue"  for  you?  YamahJ 
sells  a  diskette  ($35),  made  from  a| 
old  paper  roll  for  a  player  piano,  origl 
nally  recorded  by  Gershwin  himself.J 

The  instrument  has  a  long  and  rich 
history.  The  modern  piano  becarnl 
widely  popular  in  the  Victorian  agl 
but  keyboard  instruments  had  beef 
favorites  for  several  centuries.  Thei 
were  clavichords,  harpsichords 
virginals  of  all  sizes. 

The  1700s  and  early  1800s  wei 
the  heyday  of  the  harpsichord.  Wi 
its  quill-plucked  strings  and  its  brigi 
unvaried  tone,  the  harpsichord 
limited  in  dynamic  range.  Sir  Tho 
Beecham  once  likened  its  sound 
that  of  two  skeletons  copulating  o 
tin  roof. 

Introduced  in  the  early  1700s, 
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Leopold  Holder 
of  the  New  York 
Piano  Center 
regulating 
the  action  of 
a  Steinway  grand 
They're  high 
ticket  and  high 
maintenance,  but 
pianos  are  still 
America's  favori' 
instruments. 
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mo  was  far  more  versatile.  Original- 
called  a  pianoforte  (soft-loud),  its 
idness  could  be  regulated,  and  its 
ings  were  struck  with  hammers, 
:ating  a  clear,  strong  sound.  It's  a 
and  that  has  been  resonating  in  the 
man  spirit  ever  since. 
The  piano  took  its  present  form 
Vz  octaves,  cast-iron  plate)  about 
0  years  ago.  Pre- 1850  pianos  are 
linly  of  interest  as  furniture,  not  as 
isical  instruments.  "People  want 
:m  for  the  cabinetry  and  for  the 
tory  they  represent.  They're  rarely 
ught  to  be  played,"  says  Albert 

kham,  an  appraiser  for  Butterfield 
Butterfield's  auction  house  in  Los 

geles. 

\uctions  of  these  older  types  of 
nos  are  held  at  Sotheby's  in  Lon- 
n  every  autumn.  "Condition  is  all- 
portant,"  explains  Graham  Wells, 
theby's   head   of  musical   instru- 


Modern  pianos,  since  they're  more 
likely  to  be  bought  to  be  played,  are 
most  valuable  if  they're  in  perfect 
condition.  Some  buyers  prefer  post- 
World  War  II  models,  because  they're 
more  likely  to  be  in  top  form;  others 
swear  by  pianos  made  from  1900  to 
1940.  The  most  sought-after  names 
are  Steinway  (made  in  the  U.S.  and 
Germany),  Bechstein  (German- 
made)  and  Bosendorfer  (Austrian). 

There  are  other  factors  that  can 
make  a  piano  valuable — including 
provenance.  Two  pianos  owned  by 
Liberace  sold  for  $25,000  each  at 
auction  in  1988. 

For  a  while  in  the  1970s,  it  ap- 
peared that  the  old,  classic  piano 
would  face  a  serious  challenge  from 
electronic  keyboards.  But  the  jangly 
sound  they  produced  had  limited  ap- 
peal, and  sales  of  portable  keyboards 
and  synthesizers  have  fallen  by  more 


Classic  acoustic  pianos  still  outsell 
all  other  kinds,  but  even  here  elec- 
tronics is  now  playing  a  role.  Austria's 
Bosendorfer,  now  owned  by  Jasper, 
Ind. -based  Kimball  International, 
was  the  first  great  name  to  introduce 
disk-driven  player  pianos  (Forbes, 
Sept.  4,  1989).  Its  SE  series  pianos  can 
be  played  normally.  The  series  can 
also  be  played — and  even  record — via 
floppy  disk.  But  they  are  well  beyond 
the  reach  of  most  people,  priced  at 
$145,000  to  $230,000. 

If  you  want  electronic  features  but 
don't  want  to  spend  that  kind  of 
money,  there's  Yamaha's  Disklavier. 
Last  year  the  Disklavier  accounted  for 
29%  of  Yamaha's  acoustic  piano  sales. 
It  performs  most  of  the  same  func- 
tions as  the  Bosendorfer  SE,  but  the 
cost  is  $9,000  to  $40,000. 

Last  year  Yamaha  introduced  its 
Silent  Series,  acoustic  pianos  that  can 


flque  pianos  are  valued  as  furniture,  not  instruments 

f>  1785  "side  table"  pianoforte  fetched  $51,000  in  1994. 


The  Yamaha  Disklavier,  a  $25,000  electronic  player  piano 
The  disk  and  controls  are  under  the  keyboard  at  right. 


flnts.  "But  it's  almost  better  for  an 
■rument  to  be  a  bit  of  a  wreck  than 
nave  been  restored  in  an  inauthen- 
■way,  as  many  pianos  were  just  a  few 
ades  ago." 

to:  Sotheby's    1994   auction,  the 

I  hest  price  paid  for  a  piano  was 

,000,  for  an  unusual  1785  piano- 

:e  in  the  form  of  a  side  table,  in 

tutiful  condition.  A  stunning  1802 

#     >adwood      pianoforte      brought 

iW    ),000.  But  prices  generally  were 

A  number  of  square   pianos, 

ch    were    the    U.K.'s    common 

sft^ivalent  of  uprights  in  the  1800s, 

mis.      not  sell  at  all. 
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than  50%  over  the  past  ten  years. 

However,  the  new  breed  of  digital 
electronic  piano,  which  replicates  the 
sound  of  an  acoustic  grand,  has 
gained  ground.  With  no  strings — just 
a  computer  mechanism — the  digital 
piano  is  smaller  and  lighter  than  the 
traditional  piano.  It's  also  cheaper.  An 
average-price  digital  costs  about 
$2,500,  against  $3,000  for  a  low-end 
upright  piano. 

With  the  digital  pianos  you  can  buy- 
software  to  help  you  learn  to  play  or 
compose  on  the  piano;  many  also 
record,  shift  into  different  keys  or 
mimic  other  instruments. 


be  played  normally,  or  silently  when 
headphones  are  plugged  in.  Cost: 
$9,000.  A  piano  combining  the  self- 
playing  and  silent-mode  technol- 
ogies— the  Silent  Disklavier — is  cur- 
rently in  the  works. 

Do  you  have  a  piano  at  home  that 
goes  unplayed?  If  it  is  just  collecting 
dust  and  photo  frames,  look  into  the 
PianoDisc.  The  Sacramento,  Calif.  - 
based  company  makes  systems  and 
software  to  convert  acoustic  pianos 
into  self-players.  The  conversion 
costs  start  at  $4,500,  including  pick- 
up, installation  and  delivery  (call 
800-566-3472).  wm 
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Ambitious  young  people  are  skipping  rungs 

on  the  career  ladder  by  doing  internships  overseas. 

"I  definitely 
leapfrogged" 


By  Brigid  McMenamin 


After  a  one-year  master's 
program  at  Harvard's  Ken- 
nedy School  of  Govern- 
ment in  1990,  social  work- 
er Jerome  Madigan,  then 
30,  took  a  summer  job.  He 
planned  spending  a  couple 
of  months  in  Warsaw  with  a 
United  Nations  group  ad- 
vising Poles  on  how  to  cope 
with  a  developing  market 
economy.  That  little  fling 
changed  his  life. 

Fascinated  with  life  in  an 
evolving  society,  he  stayed 
on  to  work  in  the  Polish 
privatization  program.  In 
1991  Price  Waterhouse 
hired  him  as  a  consultant  to  help 
auction  off  over  30  glass  companies, 
including  Sandomierz,  which  Pilk- 
ington  and  others  snapped  up  for 
$170  million. 

Madigan  had  become  an  expert  on 
privatization  in  former  socialist  coun- 
tries. He  was  soon  working  for  Price 
Waterhouse  in  Ukraine  and  later  in 
Tashkent,  Uzbekistan.  This  year,  at 
35,  Madigan  returned  to  the  U.S.  as  a 
manager  with  Price  Waterhouse's  In- 
ternational Privatization  Group  •  in 
Washington,  D.G.  "I  definitely  leap- 
frogged," admits  Madigan. 

Robert  Carter  had  a  similar  experi- 
ence. A  former  bank  credit  analyst,  he 
was  studying  at  the  University  of 
Houston  for  an  M.B.A.  in  1992  when 
he  learned  that  the  Institute  for  Inter- 
national Education  was  recruiting 
first-year  students  to  work  in  develop- 
ing countries. 

The  institute  selected  16  students, 
and  the  U.S.  Agency  for  International 
Development  put  them  to  work  in 
places  like  a  brick  and  tile  company  in 

140 


Botswana,  a  condiment  company  in 
Dominica,  a  seafood  exporter  in 
Gambia,  a  glassmaker  in  Guatemala 
and  a  furniture  company  in  the 
Philippines. 

Carter  went  to  Nepal  to  help  start  a 
new  bank  called  National  Finance. 
Carter,  then  29,  analyzed  the  com- 
mercial banking  market,  produced  a 
business  plan,  set  up  a  computer  sys- 
tem and  helped  train  local  workers. 
Carter  returned  to  Houston  to  finish 
business  school  and  look  for  a  job. 

Which  didn't  take  long.  On  the 
strength  of  Carter's  Nepal  experi- 
ence, Tenneco  snapped  him  up  to 
analyze  opportunities  in  Chile,  Ar- 
gentina and  the  South  Pacific. 

Because  international  experience 
makes  job  candidates  more  salable, 
Arizona's  American  Graduate  School 
of  International  Management 
(known  as  Thunderbird)  and  Whar- 
ton's Lauder  Institute  encourage 
overseas  internships.  When  Claire 
Gaudiani  left  the  Lauder  Institute  to 
become    president    of   Connecticut 


College  in  July  1988,  she  decided  to 
make  foreign  internships  part  of  the 
liberal  arts  program. 

Selected  students  learn  a  foreign 
language,  master  the  history,  politics 
and  economics  of  a  region  and  create 
a  research  project  connected  with  that 
region.  Connecticut  College  helps 
them  line  up  an  assignment  abroad. 

In  1991  Connecticut  College  eco- 
nomics major  Kevin  Dodge  worked  at 
Salomon  Brothers  AG  in  Frankfurt, 
Germany  doing  research  in  mergers 
and  acquisitions.  "I  grew  a  lot,"  says 
Dodge,  who  graduated  in  1992.  He 
credits  the  experience  with 
|  helping  him  land  a  job  do- 
|  ing  private  placements  at 
Barclays  de  Zoete  Wedd. 
When  his  boss  moved  to  UBS 
Securities,  Dodge  was  one 
of  the  few  he  took  along. 

Other  colleges,  from  No- 
tre Dame  to  the  University 
of  Cincinnati,  now  offer 
similar  work  opportunities. 
Interested  in  gaining  ex- 
perience, or  do  you  know 
someone  who  is?  These  or- 
ganizations can  help: 

Association  for  Interna- 
tional   Practical    Training 
(AIPT),  10400  Little  Patux- 
ent    Parkway,    Suite    250, 
Columbia,  MD  21044-3510;  410- 
997-2200;  410-992-3924  (fax). 

Association  Internationale  des  Etu- 
diants  en  Sciences  Economiques  et 
Commerciales  (Aiesec),  135  W.  50th 
St.,  20th  floor,  New  York,  NY  10020; 
212-757-3774;  212-757-4062  (fax). 
Institute  of  International  Educa- 
tion, Free  Market  Development  Ad- 
visers Program,  1400  K  St.  NW, 
Washington,  D.C.  20005-2403; 
202-962-8835;  202-962-8834  (fax). 
International  Association  for  the 
Exchange  of  Students  for  Technical  I 
Experience,  10400  Little  Patuxenti 
Parkway,  suite  250,  Columbia,  MD 
21044-3510;  410-997-3068;  410- 
997-5186  (fax). 

MBA  Enterprise  Corps,  cb  3440, 
University  of  North  Carolina,  Chapel 
Hill,  NC  27599-3440;  919-962- 
2682;  919-962-2784  (fax). 

If  you  line  up  a  foreign  internship 
on  your  own,  the  Council  on  Interna- 
tional Educational  Exchange  (212- 
661-1414)  will  help  with  arranging 
for  work  permits.  M 
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FORGET    ABOUT     LEATHER 


AND     WALNUT    AND     GOLD-PLATED     FIXTURES 


HERE     ARE     THE     FACTS. 


Today,  a  company 
jet  is  an  investment 
in  productivity,  not 
a  perk.  It  has  to 
carry  more  people 
to  more  places.  It 
has  to  prove  itself 
on  the  bottom  line, 
every  day. 

Here  are  the 
specifications  for 
the  midsize  busi- 
ness jet  category. 
Total  the  scores 
and  you  will  learn 


SEATING  (TYPICAL) 


CABIN  SIZE  (CU  FT) 


1.  Hawker  800 

2.  Citation  VII 

3.  Learjet  60 

4.  Astra  SP 


1.  Hawker  800 

2.  Learjet  60 

3.  Citation  VII 

4.  Astra  SP 


604 

453 
438 
430 


RATING 
10.0 

7.5 
7.3 
7.1 


2.  Citation  VII 

3.  Learjet  60 

4.  Astra  SP 


0 
1231 
1200 
1060 


SPEED  (MAX) 


1.  Astra  SP 

2.  Citation  VII 

3.  Learjet  60 

4.  Hawker  800 


463 
462 
453 
442 


RATING 

10.0 

8.1 

7.9 
7.0 


RATING 
10.0 
10.0 
9.8 
9.5 


RANGE  (8  PAX.  NBAA  IFR  RESERVES) 


1.  Astra  SP 

2.  Hawker  800 

3.  Learjet  60 

4.  Citation  VII 


ACQUISITION  COST  (U.S.  S)  (MM) 


1.  Astra  SP 

2.  Learjet  60 

3.  Citation  VII 

4.  Hawker  800 


8.35 
9.10 
9.93 
9.95 


RATING 

10.0 

9.2 

8.4 

8.4 


Source  of  data  from  Business  6  Commercial  Aviation  1994  Planning  6  Purchasing  Handbook  and  Conklin  h  de  Decker  Associates.  Inc. 

what  hundreds  of  operators  around  the  world 
know:  No  other  midsize  business  jet  offers  the 
u, MB   utility  of  the  Hawker  800. .    /        No  other  plane  is 
more  versatile.  No  ^      other  plane  can  do 

so  much  for  so 


and  you  have  the 
perfect  aircraft  for 
business  aviation. 
Whether  corporate 
office  or  corporate 
shuttle. 

Now,  granted, 
every  business 
jet  will  have  its 
leather  and  wal- 
nut. But  at  the 
end  of  the  day,  the 
Hawker  800  will 
simply  prove  to  be 
the  more  prudent 
investment.  And  that's  a  fact  no  luxurious  amenity 
can  overshadow.  For  more  information,  call  Raytheon 
Aircraft  Company  at  316-676-7072,  or  in  the  U.S.  at  800- 
835-7767. 


1.  Astra  SP 

2.  Hawker  800 

3.  Learjet  60 

4.  Citation  VII 


947 
1013 
1055 
1068 


UTILITY  INDEX/OVERALL  RANKING 


1.  Hawker  800 

2.  Astra  SP 

3.  Learjet  60 

4.  Citation  VII 


RATING 
66.9 
61.6 
59.4 
57.9 


3w 
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rod : 
lurru 
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I 
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ttle.  Add  to  that  a  rep- 
utation for  unequaled  reliability, 


Raytheon  Aircraft  Company 

l^eecheraft  Hawker 

BUILT    LIKE    NO    OTHER 
BUSINESS    JET    ON    EARTH. 


O  1994  Binhion  Corporal!  Jan.  let 
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Fairfield  bound? 

Deborah  Coleman  has 
never  been  modest  about 
her  ambitions.  Coleman, 
chief  financial  officer  of  Ap- 
ple Computer  by  34,  told 
a  reporter  in  1986  what  she 
really  wanted  to  do  was 
run  General  Electric  some- 
day. Her  car  even  briefly 
sported  a  license  plate  that 
read  GECE02B. 

But  for  now,  Coleman, 
42,  must  be  content  to  run 
Merix  Corp.,  the  Forest 
Grove,  Ore. -based  Tek- 
tronix spinoff  that  makes 
circuit  boards.  After  11 
years  at  Apple,  Coleman 


took  the  helm  at  Merix  last 
March. 

Merix  should  ring  up 
some  $100  million  in  sales 
its  first  year.  Since  the 
company  went  public  in 
May,  its  stock  has  risen 
150%,  to  22V2,  making 
Coleman's  5.5%  stake 
(including  options)  worth 
$8  million.  Within  five 
years  she  hopes  Merix  will 
be  the  first  $500  million 
company  in  its  industry. 

After  that?  "I  think  I'd 
certainly  be  a  candidate  to 
run  a  much  larger  corpo- 
ration," she  says. 

In  Connecticut,  per- 
haps.     -Kerry  A.  Dolan 


ITh 


Merix's  Deborah  Coleman 
Building  the  resume. 


Rescue  mission 

Back  in  1979  VernRa- 
burn  was  the  first  president 
of  Microsoft's  consumer- 
product  division,  at  28.  Bill 
Gates  was  best  man  at  Ra- 
burn's  1986  wedding. 

Now  after  a  12-year  hi- 
atus at  Lotus  and  Syman- 
tec, Raburn,  44,  is  back  in 
the  fold.  Last  year  Raburn 
became  head  of  Paul  Al- 
len Group — the  manage- 
ment company  for  the 
Microsoft  cofounder's  in- 
vestments in  22  high- 
tech  firms.  "What  really 
drives  this  is  deciding 
where  we'll  be  in  ten  years 
and  what  technology  will 
be  doing,"  says  Raburn. 


His  job:  integrate  services 
and  products. 

It  won't  be  easy.  Since 
Forbes  last  profiled  Allen 
(July  4,1 994),  Virtual  Vi- 
sion filed  Chapter  1 1 .  And 
Allen  sold  off  his  remain- 
ing 18%  stake  in  America 
Online,  which  adopted  a 
poison  pill. 

So  Raburn  is  trying  to 
turn  around  multimedia 
software  developer  Asy- 
metrix by  cutting  the  work 
force  by  a  third.  And  he's 
talking  to  Microsoft  about 
putting  Starwave,  a  pro- 
ducer of  cd-roms  and  on- 
line services,  on  Gates' 
planned  online  network. 
-Stephen  S.  Johnson 


Vern  Raburn  of 
Paul  Allen  Group 
Running  with  the 
Microsoft  crowd. 
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DNA  buster 

With  a  mandate  to  find 
cancer  treatments,  one  of 
French  pharmaceutical 
giant  Rhone-Poulenc  Ro- 
rer's  rising  young  stars  is 
now  in  the  U.S.  to  do  just 
that. 

Thierry  Soursac,  an  on- 
cologist with  a  Ph.D.  in 
pharmacology  and  an 
M.B.A.,  heads  up  rpr's  new 
Gencell  division.  Based  in 
Collegeville,  Pa.,  Gencell 
includes  a  consortium  of 
14  biotechnology  compa- 
nies and  labs  working  to 
bring  gene  and  cell  therapy 
to  market. 

Soursac,  37,  made  his 
mark  at  Rhone-Poulenc 
with  Lovenox — used  to 
prevent  blood  clots — 
which  last  year  was  the 
firm's  bestselling  drug, 
with  $200  million  in 
sales.  He  was  promoted  to 
head  of  worldwide  mar- 
keting for  rpr  in  1990. 

At  Gencell,  Soursac  has 
already  shelled  out  $135 
million  of  Rhone-Pou- 
lenc's  money  for  equity  and 
rights  to  the  technologies 

Gencell's  Thierry  Soursac 
Leading  another 
French  revolution. 


the  14  groups  are  develop- 
ing. Clinical  trials  on  six 
products  are  already  under 
way.  Soursac  is  hopeful 
the  unusual  group  effort 
will  soon  produce  prom- 
ising results. 

"This  is  a  revolution," 
Soursac  says.  Who  better 
than  a  Frenchman  to 
know  one. 

-Philippe  Mao 
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The  f  desktop 

laser  print        ^ 

that  talk  b< 

to  you\  Company 


The  Xerox  4500  Scries  laser  printers  print  more  than  just  pages.  They  also  make  an 
imprint  on  the  way  yon  work.  That's  v\  by  they  come  w  ilh  Document  Services  for 
Printing.  For  instance,  while  you  work  at  your  PC,  this  intuitive  software  tells  you  what 
you  want  to  know  11  of  the  way  and  in  real  time.  What's  more,  with  600x600  dpi 

resolution  and  image  smoothing  technology,  you  make  better  looking  documents  more 
productively.  And  it  all  \  ith  the  Xerox  Total  Satisfaction  Guarantee.  So  why  settle 

for  printers  yoo  don't  have  to  think  about,  when  you  can  get  printers  that  think  about  you? 
To  learn  more,  call  1-800- 54-XEROX,  ext.  962. 


THE  DOCUMENT  COMPANY 
XE 

KOX*  The  Document  Company*  Document  Services  for  PrtnUnK,  Ihe  4*Xi  >-  ■  ■•«  awl  Die  m»  h/.-il  X  are  t.  ITIOS 

nlact  Xerox  for  further  details  on  the  Total  Satisfaction  Guarantee.  50  I  St.  5»0. 
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ber  the  Mexican  economy  was  fundamentally 
sound.  What  the  Administration  doesn't  say — 
and  perhaps  can't  grasp — is  that  this  currency 
crisis  was  unnecessary. 

It  was  easily  avoidable.  In  fact,  the  devalua- 
tion can  be  reversed — and  must  be  reversed. 

The  Mexican  government  had  been  making 
enormous  economic  progress  since  the  mid-1980s. 

■  Inflation  had  been  reduced  from  200%  to 
under  10%. 

■  The  peso's  value  had  become  relatively  stable 
against  the  dollar. 

■  Interest  rates  had  been  brought  down 
substantially. 

■  The  Mexican  government's  budget  had  been 
balanced — something  the  U.S.  hasn't  done  in 
25  years. 

■  Mexico's  national  debt  had  been  slashed.  As 
a  percent  of  the  economy,  Mexico's  national 
debt  is  far  lower  than  that  of  the  U.S. 

■  Income  tax  rates  had  been  cut,  and  tax  rev- 
enues had  increased. 

■  Capital  flight  had  been  reversed  to  capital 
inflow.  For  several  years,  Mexicans  had  been 
repatriating  money.  Right  through  October 
1994,  foreign  inflows  had  been  more  than 
adequate. 

■  Imports  had  grown  in  the  way  that  they 
should  grow.  Imports  were  primarily  made  up 
of  capital  goods  and  economy-building  prod- 
ucts and  services. 

■  The  trade  deficit?  Mexico's  was  large,  but 
that  is  not  unusual  for  developing  countries. 
In  most  cases,  trade  deficits  go  hand-in-hand 
with  development. 

The  United  States,  for  example,  had  trade 
deficits  for  its  first  100  years.  Japan  had  trade 
deficits  in  the  1950s  and  early  1960s.  South 
Korea  had  trade  shortfalls  in  the  1960s  and 
1970s.  More  recently,  impressive  economies 
such  as  those  of 
Malaysia,  Thailand 
and  the  Philippines 
have  had  large  trade 
deficits. 

Mexico's  major 
mistake  was  that  it 
didn't  tighten  up  on 
money  in  1994.  The 
U.S.  was  raising  in- 
terest rates,  which 
meant  that  Mexico 
had  to  raise  its  rates. 
Moreover,  there  was 
considerable  political 
turmoil — uprisings 
and  political  assassi- 
nations. It  was  an 
election  year.  Mexico 
was  printing  too 
many  pesos.  Mexico 


wasn't  the  first  country,  and  probably  won't  be 
the  last,  not  to  carry  out  good  monetary  policy 
during  an  election  year.  But  the  mistake  wasn't 
catastrophic  and  could  easily  have  been 
reversed.  The  solution  was  — and  is — basic: 
Tighten  up  on  monetary  policy. 

How?  The  traditional,  old-fashioned  way.  The 
central  bank  should  soak  up  excess  pesos  by  sell- 
ing off  assets  such  as  government  bonds.  The 
Federal  Reserve  does  this  all  the  time.  So  do 
other  central  banks.  There's  no  rocket  science 
involved. 

Would  interest  rates  have  gone  up?  Yes.  At 
the  beginning  of  1994,  short-term  interest 
rates  in  Mexico  were  around  10%.  By  Decem- 
ber they  were  14%.  If  Mexico  had  tightened  as 
it  should  have,  interest  rates  might  have  hit 
18%  to  20%.  But  these  rates  would  have  been 
temporary  until  Mexico  sopped  up  those 
excess  pesos. 

Instead,  Mexico  was  advised  by  its  own  min- 
isters, the  U.S.,  the  IMF  and  others  to  partake 
of  the  most  seductive,  destructive  of  economic 
drugs — devaluation . 

The  results  were  catastrophic.  Short-term 
interest  rates  are  now  approaching  40%. 

It  was  as  if  a  patient  had  a  sprained  ankle  and 
were  advised  by  misbegotten  physicians  to  have 
his  leg  cut  off. 

Why  the  devaluation?  The  real  villain  is  bac 
economic  theory,  a  theory  that  holds  sway  noi 
only  in  Mexico  but  also  in  the  U.S.,  with  the 
IMF,  the  Federal  Reserve  and  others.  Th<; 
theory  says  that  devaluation  will  make  youi 
imports  more  expensive  and  your  export; 
cheaper.  This  will  give  you  a  trade  surplus 
which  will  help  your  economy.  That's  the 
theory.  The  reality  is  uglier.  The  result  is  highei 
inflation  and  higher  interest  rates.  The  econo 
my  contracts.  The  price  of  capital  goes  up 
Investors  lose  confidence   because  of  th 
increased  risks.  There  is  less  capital  available.  Ir; 
Mexico,  for  example,  the  stock  market  ha: 
plunged  by  43%,  a  crash  of  1929-like  propor 
tions.  Living  standards  have  fallen.  The  Mexi 
cans  have  suffered  the  equivalent  of  a  40%  cu 
in  pay. 

The  blunt  truth  is  that  countries  with  unsta 
ble  money,  funny  money,  grow  less  economi 
cally,  make  less  progress  than  countries  witl 
sound  money. 

The  consequences  of  this  devaluation  crisi: 
for  Mexico  are  inflation  and  economic  stagna 
tion.  There  will  be  a  political  price  as  well 
Mexico  has  an  emerging  middle  class  that  wa 
anticipating  better  times  after  the  economii 
horror  of  the  1970s  and  the  early  1980s 
Instead  of  moving  ahead,  these  people  now  fao 
financial  ruin.  The  newspapers  are  full  of  storie 
of  Mexicans  no  longer  able  to  meet  mortgagi 
payments  or  car  payments.  It  is  estimated  tha 
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tip  to  one  third  of  Mexico's  small  businesses  will 
qp  bankrupt  by  year's  end. 

For  the  United  States,  there  will  be  fewer 
xports  to  Mexico,  probably  S10  billion  to  SI 5 
million  less  than  there  would  have  been  other- 
wise. These  lost  exports  will  cost  us  at  least 
100,000  jobs.  There  wiJl  be  social  and  political 
allout  as  well — millions  of  desperate  Mexicans 
,\  ill  try  to  cross  our  borders. 

This  is  important  to  understand.  If  the  deval- 
uation is  not  reversed,  if  the  rate  of  3.5  pesos  to 
3ne  dollar  is  not  restored,  we  will  have  fewer 
exports  to  Mexico,  and  we  will  experience  a 
>urge  of  illegal  immigration. 

What's  to  be  doner  The  surprising  fact  is  that 
his  devaluation  is  easy  to  reverse.  We  can  go 
Dack  to  a  rate  of  3.5  pesos  to  the  dollar. 

Mexico  now  has  lines  of  credit  so  it  can  amass 

nough  money  to  buy  up  its  entire  monetary 

;>asc  (a  monetary  base  is  composed  of  currency 

n  circulation  and  bank  reserves).  Mexico's 

monetary  base  is  now  less  than  $16  billion. 

The  current  peso  price  anticipates  that  the 
government  will  go  on  a  peso-printing  binge. 
But  this  hasn't  yet  happened  on  the  scale  the 
markets  are  now  anticipating.  It  is  still  possible 
:o  restore  the  status  quo  ante. 

Thus,  the  solutions  suggest  themselves: 

1.  The  Mexican  government  must  fix  the 
:>eso  at  a  3.5-to-l  ratio. 

2.  The  Mexican  government  should  buy  up 
.-nough  pesos  to  arrive  at  that  rate  by  mobiliz- 
ng  its  credit  lines,  government  bonds  and  any 
issets  it  receives  from  selling  shares  of  state - 
Wned  companies.  Once  the  markets  realize 
..hat  Mexico  and  its  partners  are  truly  serious 
ibout  restoring  the  peso's  integrity,  the  peso 
'will  quickly  soar  in  value. 

3.  Mexico  should  establish  a  currency  board 
Jilong  the  lines  of  Argentina's.  In  Argentina  no 
j  ?esos  are  issued  unless  they  are  backed  by  gold 
,  Dr  by  dollars.  In  1990,  the  year  before  Argenti- 
na enacted  its  variant  of  a  currency  board,  the 

!ro?or':ountry  had  experienced  inflation  of  2,300%. 
cD]Today  Argentina's  inflation  rate  is  under  4%. 
The  government  budget  is  balanced.  Taxes 
lave  been  cut,  and  internal  obstacles  to  eco- 
lomic  growth  are  being  removed.  In  the  past 
our  years,  the  Argentine  economy  has  experi- 
enced an  average  annual  growth  rate  of  7%.  In 
Vlexico  the  central  bank  only  releases  its 
eserve  figures  three  times  a  year.  In  Argenti- 
la,  by  contrast,  those  reserve  figures  are  pub- 
ished  every  day.  Hong  Kong  also  has  had  great 
.uccess  with  its  currency  board.  Lithuania  and 
Estonia  have  recentlv  established  currency 
wards  and  have  achieved  a  monetary  stability 
that  is  the  envy  of  their  neighbors  in  the  former 
feviet  Union. 

'  4.  Mexico  should  also  reform  its  tax  code. 
lates  on  lower-income  people  are  far  too  high. 
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Mexico  has  a  capital  gains  tax  provision  that  is 
grossly  punitive  toward  small  businesses. 
Mexico  also  needs  to  encourage  domestic  sav- 
ings. These  are  internal  changes  that  a  reform- 
minded  government  should  be  ready  and  able 
to  enact. 

The  Clinton  Administration's  bailout  thus  far 
fails  to  deal  with  the  real  problems.  It  does  not 
reverse  the  devastating  devaluation  and  the  con- 
sequent decline  in  Mexico's  standard  of  living. 
It  does  not  change  Mexico's  bad  economic 
policies.  It  encourages  bad  behavior.  There  is  a 
moral  issue  here  as  well.  This  deliberate  deval- 
uation— and  it  was  deliberate — violates  the  free- 
trade  spirit  of  Nafta.  The  whole  purpose  of  a 
devaluation  is  to  encourage  exports  and  to 
block  imports. 

A  devaluation  such  as  Mexico's  is  also  un- 
democratic. It  arbitrarily  cheats  people  who  can 
least  afford  a  40%  cut  in  their  pay  and  savings. 

If  the  officials  of  the  International  Monetary 
Fund  and  other  economists  truly  believe  in  the 
efficacy  of  devaluation,  let  them  be  paid  hence- 
forth in  unindexed  pesos.  Let  their  pension 
assets  be  invested  in  unindexed  pesos.  Let's  see 
how  quickly  they  continue  to  tout  the  virtues 
of  devaluation. 

The  IMF,  the  World  Bank,  central  bankers 
and  finance  ministers  are  far  too  accustomed  to 
making  major  decisions — decisions  that  can 
adversely  impact  the  lives  of  hundreds  of  mil- 
lions of  people — in  private,  in  secret,  behind 
closed  doors. 

Such  secrecy  may  have  been  appropriate  in 
the  past,  but  it  is  not  today.  These  momentous 
policies  should  not  be  made  behind  closed 
doors.  They  should  be  discussed  and  debated  in 
open,  democratic  forums  such  as  this  one.  To 
do  otherwise  violates  the  democratic  principles 
of  this  nation. 

Thank  you,  Mr.  Chairman.  ■ 


Mexico's  misbe- 
gotten misman- 
agement, 
applauded  by 
flat-earth  econo- 
mists in  the  U.S. 
and  elsewhere, 
will  drive  desper- 
ate millions  to 
our  borders. 
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THE  FOBBES/BARRA  WALL  STREET  REVIEW 


BY  JOHN  H.  CHRISTY 


iftward  Burke,  portfolio  manager  of 
he  Yamaichi  Global  Fund  in  New 
brk,  is  becoming  more  bullish  on 
vvo  markets  most  investors  are  ner- 
ous  about:  the  U.S.  and  Japan. 

On  the  homefront,  Burke  thinks 
J.S.  stocks  have  great  potential,  but 
westors  must  be  selective.  Burke 
kes  regional  telephone  operating 
ompanies:  "These  companies  have 
arnings  predictability  and  high  divi- 
end  yields  on  one  hand,  with  cellu- 
ir  operations  and  international  joint 

ntures  providing  exciting  growth 
pportunities  on  the  other."  He 
tes  GTE,  which  has  a  5.6%  yield  and 
ades  at  13  times  his  1995  estimate 
f  S2.60  a  share.  For  similar  reasons, 
urke  likes  Nynex  and  U  S  West. 

What  about  Japan?  Burke  expects 
nly  2%  growth  for  the  overall  econ- 
my  but  thinks  that  small  and  mid- 
ze  firms  in  health  care  and  services 
lould  do  well.  One  of  his  picks  is 
>aiichi  Clinical,  a  drug  distributor. 


Special  focus 


These  railroads  are  off  an  average  22% 
from  their  52-week  highs,  but  Lehman 
Brothers'  Burton  Strauss  Jr.  still  expects 
substantial  profit  growth  for  the  indus- 
try in  1995,  even  if  the  economy  weak 
ens.  Another  possible  plus  for  the  indus- 
try: Washington  may  abolish  the 
Interstate  Commerce  Commission. 

Ahead  of  schedule 


Company 

Yield 

1995  est 
P/E 

Burlington  Northern 

2.5% 

9.0 

Chicago  &  North  West 

0.0 

10.1 

Con  rail 

2.8 

11.9 

CSX 

2.4 

10.5 

Illinois  Central 

3.1 

11.0 

Kansas  City  Southern 

0.8 

11.7 

Norfolk  Southern 

3.3 

11.5 

Union  Pacific 

3.5 

10.8 

Sources:  Market  Guide  &  I8ES.  Inc. 


The  overall  market 
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The  Barra  All-US  price  index  as  of  2/2/95 

Market  value:  $5,495.6  billion 

P/E:  18.4 

P/E  minus  negative  EPS:  14  7 

Price/book:  2.6 

Yield.  2.4% 


12-month  closeup 


Performance 

Last  4  weeks 
Since  12/31/94 


Price       Total  return 
2.3%  2.5% 

2.2  2.3 
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Closeup  on  the  market 


Index  or  investment 

2-week  change 

%  change  from 
1  year  ago        5-year  high 

Barra  All-US  index 

0.6  % 
1.7 
1.0 
-0.3 

1 

■ 
1 

1 

-4.6  % 

-4.9% 

S&P/Barra  Growth  index 

4.1 

0.0 

S&P/Barra  Value  index 

-2.0 

-2.3 

Bow  Jones  industrials 

-2.4 
-1.6 

-2.7 
-1.9 

S&P  500 

1.2 

1 

NYSE 

1.1 
-0.6 
-0.2 

1 

1 

1 

-3.7 

-3.9 

Nasdaq 
Amex 

-4.3 
-10.0 

-5.0 

-10.1 

EAFE3 

-1.0 

1 

-6.0 

-8.0 

CRB  futures  index'5 

-1.7 

1 

2.0 

-8.0 

Gold  ■  (Comex  spot) 

-12.1 

-13.0 

-20.2 

Yen   (per  $US) 

Oil  '■  (W  Texas  Intermediate) 

0.3 
-0.8 

1 
1               _ 

-8.1 
16.7 

-38.0 
-54.9 

The  best  and  worst  performing  stocks 

Best                                    Price 

2-week 
change 

1995 
EPS6 

Worst 

Price 

2-week 
change 

1995 
EPS5 

Affymax  NV                           29  % 

74% 

$-1.27 
0.84 

Aldila 

5 

-52% 

$0.85 
0.99 

Wellcome  ADS                         16 

51 

Autotote 

73/8 

-40 

Interdigital  Communications     1 1 7/s 

48 

NA 

Bufete  Industrial  ADS 

123/8 

-34 

1.79 

Ameristar  Casinos                     8  ]/2 

45 

0.56 

Network  Systems 

51/2 

-34 

0.48 

Indigo  NV                               25  l/2 

38 

0.55 

Storage  Technology 

22 

-32 

2.88 

The  best  and  worst  performing  industry  factors7 


Best 

2-week 
change 

Since 
12/31/94 

Worst 

2-week 
change 

Since 
12/31/94 

Hotels,  restaurants 

9.2% 

10.6% 

Iron  &  steel 

-10.8% 

-8.3% 

Tobacco 

8.4 

5.3 

Motor  vehicles 

-6.6 

-9.2 

Health  care 

5.2 

7.5 

Trucking 

-5.8 

-12.2 

Pharmaceuticals 
Household  products 

4.9 
4.9 

5.9 

4.1 

Publishing 
Chemicals 

-4.9 
-4.9 

-6.8 
-0.3 

|te:  Data  for  period  ending  2/2/95.  The  Barra  All-US  price  index  consists  of  all  publicly  traded  common  U.S.  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  trading  on  U.S. 
ikets.  ADRs,  REITs  and  closed-end  funds  are  excluded. '  Total  return  of  a  portfolio  of  more  than  1 50  large-capitalization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above-average  earnings 
rtal  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios. !  A  dollar-denominated  capitalization-weighted  index  of  more 
In  1.100  stocks  from  Europe.  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley  Capital  International  Perspective.  *  Index  of  21  commodity  futures.  5  Source:  Knight-Ridder  Financial  Publishing. 
Itimate  Source:  IBES,  Inc.  'Shows  return  to  the  industry  factor  after  controlling  for  other  influences,  including  company  size,  value  and  growth  characteristics.  Multi-industry  firms  have  proportional 
ws  in  two  or  more  groups.  NA:  Not  available.  Principal  source:  Barra.  inc.  Be'keley.  Calif. 
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BY  ROBERT  J.  SHERWOOD 


S&P  500  P/E*  vs.  Aaa  bonds 


IBES  estimate  revisions  index 

S&P  500  estimate  increases  to  decreases 


Forecasting  the  S&P  500 


Aaa  bonds 


'89      '90      '91      '92      '93      '94      '95 

*P/E  is  the  recent  price  of  the  S&P  500  divided  by 
estimated  earnings  over  the  next  12  months. 
tActual  and  projected  price-to-coupon  ratio  for 
Moody's  Aaa  corporate  bond  index. 


1.50 


1.00 


0.50 


0.00 


I 


JmrwrwFm 


Estimated 
Year         P/E 

current  est         year-to-year 
vs  10  weeks  ago       EPS  growth 

1994        14.8 

1.0%               17% 

1995        12.5 

0.4                  18 

1996        109 

-0.1                  15 

1995  estimates  for  IBES  industry  groups 

FMAMJJASONDJ 

1994  1995 


Rising  estimates 

nonferrous  metals 
containers 
forest  products 
computer  mfg 
chemicals 


Falling  estimates 

savings  &  loans 
airlines 
natural  gas 
home  building 
investments 


If  anything,  security  analysts  have  been  underestimating 
the  growth  in  corporate  profits — unusual  given  the  fact 
that  most  analysts  work  on  the  commission-generating 
side  of  the  securities  business  and  often  remain  optimistic 
even  though  things  may  be  changing  for  the  worse. 

These  days  analysts  are  predicting  that  earnings  for  the 
s&P  500  will  rise  18%  this  year,  to  about  38  a  share  before 
writeoffs.  But  Richard  Pucci,  research  director  of  New 
York-based  ibes,  Inc.,  which  tabulates  earnings  estimates 
on  4,798  U.S.  companies  from  2,662  analysts,  warns  that 


Who's  hot 


Wall  Street's  seers  may  soon  be  wiping  egg  from  the 
face.  He  thinks  that  anemic  retail  sales  and  unsustainab 
steel  price  increases  are  early  signs  of  a  1995  econom 
slowdown.  So  right  now  Pucci  is  predicting  that  actu; 
growth  of  s&P  profits  might  increase  by  10%  to  12%. 

Even  if  Pucci  is  right,  a  few  industries — such  as  fore 
products — should  have  a  good  year.  The  current  foreca 
for  this  industry — 70%  profit  growth — may  be  scaled  bac. 
but  Champion  International,  Weyerhaeuser  and  Intern; 
tional  Paper  should  show  big  increases  in  earnings. 


Greatest  increase  in  estimates  over  the  past  ten  weeks 


Company/industry 
Stone  Container/paper  packaging 
Inco/nickel  and  copper 
Kaiser  Aluminum/aluminum 
Magma  Copper/copper  mining 


1994  est 
EPS 

$-1.91 

-0.12 

-1.52 

1.20 


Aracruz  Cellulose  ADS/paper  products      0.34 


Who's  not 


1 995  EPS  estimate 1 0-week 

recent  10-week  change  P/E  price  change  Reason 

$2.06  76%  8  7%  Improved  demand  and  higher  prices  for  linerboard  and  pul 

2.04  40  13  -4  Higher  metal  prices;  lower  production  costs  for  nickel 

0.68  26  16  -7  Higher  aluminum  prices 

2.19  25  7  -12  Strong  demand  for  copper 

1.11  12  12  1  Higher  wood  prices 


Greatest  decrease  in  estimates  over  the  past  ten  weeks 


Lower  prices  for  natural  gas  in  spot  market 

Poor  sales  of  cold  weather  clothing 

Higher  depreciation  costs  and  lower  natural  gas  prices 

Increased  consolidation  costs  and  marketing  programs 

Higher  interest  rates  hurt  housing  starts 

Note:  Data  for  period  11/16/94  through  1/31/95.  Listed  companies  have  a  market  capitalization  of  $100  million  or  more.  Earnings  projections  are  Wall  Street  consensus  estimati 
from  3,000  security  analysts  compiled  by  IBES,  Inc.  Aaa  bond  yield  forecasts  supplied  by  Blue  Chip  Economic  Advisors. 


Company/industry 

1994  est 
EPS 

1 

recent 

395  EPS  estimate  - 
10-week  change 

P/E 

10-weel 
price  char 

Pennzoil/integrated  oil 

$0.85 

$1.14 

-28  % 

39 

-7% 

Spiegel/catalog  sales 

0.31 

0.77 

-25 

12 

-38 

Western  Gas  Resources/natural  gas 

0.07 

0.78 

-24 

23 

-15 

Mohawk  Industries/carpets 

1.29 

1.44 

-19 

9 

-24 

Ryland  Group/construction 

1.38 

1.77 

-17 

8 

-4 
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Addition  is  a  positive  sign,  both  for  the  Essar  Group,  and  the 
country  it  is  resident  in,  India.  While  we  were  building  a 
professionally-led,  $2  billion-asset  company,  the  country's  consumer 
base  swelled  to  an  enticing  200  million. 

We  achieved  business  leadership  in  steel,  shipping,  oil  &  gas, 
power,  finance  and  are  looking  to  expand  our  scope,  internationally. 
India's  corporate  performance,  exhibiting  a  similar  trend,  is  expected  to 
spurt  by  30%.  Parallel  to  our  reckoning  among  the  world's  largest 
enterprises,  was  India's  recognition  among  its  5  premier  investment 
markets.  As  we  achieved  strategic  integration,  the  nation  reposed  faith 
in  a  market-driven  economy. 

It  is  only  logical  today  for  the  world  to  focus  on  the  new  India. 
Once  there,  converging  on  Essar  similarly  adds  up. 

STEEL'SHIPPING'OIL  &  GAS«POWER«FINANCE«TURNKEY  PROJECTS-TRADING 


ESSAR 


INDIA 

A  positive  a++itude 


Fax  business  enquiries  to  Bombay  91-22-493-2695,  London  44-71-839-3542,  New  York  1-212-758-5860,  Hong  Kong  852-526-5220. 
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The  Kaufmann  Fund  is  swollen  with  new  money 
attracted  by  extraordinary  performance.  Is  it  the  same 
fund  at  $1.6  billion  that  it  was  at  a  tenth  that  size? 

For  swingers 
only 


IN  THE  MOSTLY  BULLISH  market  fol- 
lowing the  1987  crash,  the  Kaufmann 
Fund  has  stayed  well  ahead  of  die 
pack.  Kaufmann,  which  traffics  in  fast- 
growing  small  stocks,  burst  out  with  a 
59%  return  in  1988;  in  1991,  79%.  Its 
five-year  compound  annual  return  is  a 
scorching  19.3% — double  the  gain  of 
Standard  &  Poor's  500  index  and  the 
Russell  2000  small-stock  average. 

In  1994,  when  many  conservative 
and  aggressive  hinds  alike  stumbled 
badly,  Kaufmann  returned  9%. 

Today's  money  follows  yester- 
day's performance,  and  investors 
are  piling  in.  Six  years  ago  die  hind 
had  just  $5.7  million  in  net  assets; 
even  four  years  ago  it  had  only 
$140  million.  Today  Kaufmann 
has  $1.6  billion.  Last  year  more 
dian  $500  million  in  new  money 
came  gushing  into  die  hind. 

The  inevitable  question:  Can 
portfolio  managers  Hans 
Utsch,  58,  and  Lawrence  Au- 
riana,  51,  move  big  money  as 
adroitly  as  they  moved  small 
money?  "You  don't  know  if  you 
can  do  it  until  you  dare,"  says 
Auriana.  "But  I  think  we  can." 

You  don't  get  extraordinary 
returns  widiout  taking  extraordi-  ■ 
nan'  risks.  Kaufmann  takes  risks. 
The  fund  lost  37%  in  1987,  a  year  when 
the  overall  m.irket  was  up  a  bit.  Kauf- 
mann gets  an  F  from  FORBES  for  down- 
market performance.  It's  not  for  folks 
who  can't  take  a  bit  of  excitement. 

What  the  customers  may  not  fully 
understand  is  that  the  gush  of  new- 
assets  has  changed  the  fund's  charac- 
ter. Having  billions  to  invest  inevita- 
bly crimps  a  small-cap  style.  If  the 
manager  of  a  $1  billion-plus  fund 
takes  small  positions  in  the  target 
companies,    then    hitting    a   winner 
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doesn't  do  much.  If  Kaufmann's 
$175,000  stake  in  Consep  Inc.,  a  pest 
control  company,  rose  one  hundred- 
fold, it  would  contribute  barely  1%  to 
Kaufmann's  total  return. 

If,  on  the  other  hand,  a  big  hind 
makes  larger  bets  in  small  companies, 
then  it  creates  a  liquidity  problem. 
Kaufmann  owns  5%  or  more  of  the 
outstanding  stock  of  at  least  30  com- 
panies, accounting  for  a  quarter  of  the 
hind's  net  assets.  In  an  apparent  viola- 


Kaufmann  Fund's  Hans  Utsch  and  Lawrence  Auriana 
'We  think  we  earn  our  fee." 


tion  of  Securities  &  Exchange  Com- 
mission rules,  Kaufmann's  financial 
statements  do  not  itemize  these  hold- 
ings as  "affiliated  companies."  Thus 
prospective  shareholders  may  miss  the 
potential  liquidity  problem  here.  But 
problem  it  is. 

Kaufmann  owns  5%  to  17%  of  Al- 
tera Corp.  (electronics;  market  value, 
$1  billion);  Life  Partners  (insurance, 
$580  million);  MedChem  Products 
f  medical  products,  $57  million);  Nu- 
kote  Holding  (office  supplies,  $200 


million);  and  Zoll  Medical  (cardia< 
surgery  equipment,  $70  million). 

Can  Kaufmann  sell  such  big  block 
of  such  stocks  if  the  market  panics 
"In  a  crash,  we'd  be  hurt,"  says  Aur 
iana,  "but  so  would  everybody  else.' 
Maybe  so,  but  a  fund  manager  wh< 
had  to  liquidate  would  get  a  bette 
price  selling,  say,  Philip  Morris  o 
Coca-Cola  in  a  panic  than  he  woul 
selling  little  Zoll  Medical. 

The  skills  of  Auriana  and  Utsch  d 
not  come  cheap.  They  assess  the  ftinc 
1.5%  of  assets  annually  for  their  ser 
vices,  twice  the  norm  for  U.S.  stocl 
funds,  a  fee  probably  worth  $24  mil 
lion  this  year.  "We  think  we  earn  ou 
fee,"  says  Auriana  flatly.  "If  you  wan 
to  take  a  chance  with  us,  that's  th 
price  you  pay." 

That,  plus  a  little  extra  for  trading 
Utsch's  brokerage  firm,  Bowlin 
Green  Securities,  took  in  $128,000  i 
Kaufmann  commissions  in  1994 
Bowling  Green  might  have  reaped  fa 
more  if  the  SEC  had  not  stopped  i 
from  unlawfully  acting  as  one  of  th 
fund's  over-the-counter  brc 
kers  in  1991 ;  the  sec  shut  Bowl 
ing  Green  down  for  a  year  am 
ordered  it  to  reimburse  the  fun  i 
$257,000  in  "improperl 
charged"  commissions. 

Throw  in  a  marketing  an 
distribution  fee,  plus  otht 
charges,  and  Kaufmann's  pub 
lished  expense  ratio  totals  2.53' 
a  year.  That  is  more  than  twice ; 
much  as  what  all  but  a  handful  ( 
good  domestic  hinds  cost. 

So  is  this  swinger  a  buy?  OnJ: 

for  those   who   are   either  e; 

tremely  bullish  on  the  currer 

stock  market  or  who  are  quii 

willing  to  risk  a  wild  ride  an 

serious   fluctuations.    Only   ft\ 

those  who  are  persuaded  th; 

Utsch  and  Auriana  can  manei 

ver  as  adroidy  with  a  couple  of  billic 

dollars  as  they  could  with  a  few  millioi 

If  you  want  to  play  the  market  ft 

fast- growing  small  stocks,  you  can  d 

it  for  much  lower  fees  in  any  of  the: 

funds:  Fidelity  Low-Priced  Stock,  I. 

Emerging     Growth,     Meridian, 

Rowe  Price  New  Horizons  and  W 

satch  Aggressive  Equity.  All  have  in 

pressive  past  returns,  albeit  not 

high  as  Kaufmann's.  But  then  th 

charge   barely  half  what  Kaufmar 

charges  for  its  services.  -J.Z.  I 
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ne  play  can  mean  the  difference  between  winning  and  losing.  One  fax  can  mean  the  difference  between  the 
right  play  and  the  wrong  one.  Perched  high  in  a  press  box  at  Soldier  Field  with  a  bird's  eye  view  of  the  opposing 
defense,  Chicago  Bears  offensive  coordinators  diagram  plays  and  send  them  down  to  the  sideline.  They 
send  them  down  to  a  Muratec  plain-paper  fax  with  superfine  resolution  and  image  smoothing.  After  all, 
a  picture  can  be  worth  more  than  a  thousand  words.  Six  points  to  be  exact.  Muratec.  1-800-543-4636 
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INTERNATIONAL  STATISTICAL  SPOTLIGHT 
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French  stocks  have  been  weak  for  the  past  two  years. 
Is  this  about  to  change? 

A  bet  on  Balladur 


FRANCE 


By  Gustavo  Lombo 

The  Parisian  bourse  ought  to  be  feel- 
ing good  about  the  coming  elec- 
tions. If  you  believe  recent  polls, 
Edouard  Balladur  will  handily  beat 


Facts  about  France 


Widely  followed  Index 

CAC40 

1-year  index  change  In  $US 

-9% 

Year-to-date  Index  change  in  $US 

0% 

Price/earnings 

23.0 

Price/book 

1.4 

Yield 

3.4% 

Market  capitalization 

$433  billion 

French  francs  per  $US 

5.28 

Number  of  traded  stocks 

922 

Correlation  with  US  equities  (1.00  is  perfect)     0.54 

Sources:  Barra,  Inc:  Morgan  Stanley  Capital  International 
Perspective;  Paris  Stock  Exchange. 


Index  performance 


Value  of  $100  invested  1/31/90 
$140 


120  Morgan  Stanley 


100 


60 


Morgan  Stanley  EAFE  index 


'90        '91  '92         '93  '94  '95 


his  right-wing  counterparts  and  his 
socialist  opponents  in  the  May  elec- 
tion to  replace  retiring  Francois 
Mitterrand  as  president  of  France. 
That  is,  a  socialist  will  be  replaced  by 
a  center-right  politician. 

Investors,  however,  have  been 
skeptical  about  France's  prospects. 
Since  the  beginning  of  last  year, 
French  stocks  have  delivered  a  total 
return  (in  franc  terms)  of  minus 
17.5%.  With  the  dollar  weakening 
against  the  French  franc,  U.S. 
investors  in  French  stocks  have  fared 
slightly  better,  with  a  13-month  total 
return  of  minus  7.4%. 

What's  wrong?  A  lot  of  things, 
among  them: 

■  The  strong  franc,  which  makes 
exported  French-made  products  less 
competitive. 

■  Corruption  scandals  involving 
high-ranking  politicians  and  corpo- 
rate executives,  similar  to  those 
seen  in  Italy. 

■A  flood  of  shares  from  privatiza- 
tions and  rights  issues. 
■A  fat  budget  deficit  (4%  of  gdp), 
which  is  expected  to  decline  only 
slightly,  to  $52  billion  this  year, 
according  to  David  Harrington,  a 
French-market  analyst  at  brokerage 
James  Capel  in  Paris. 

■  Near  13%  unemployment. 


French  values 


Company/business 

AXA/insurance 

Credit  Local  de  France/banking 

Recent  price 
($US) 

$39 

1995 
est  P/E 

11.9 

Price/ 
book 

1.0 

Yield 

2.4% 

Market  value 
($mil) 

$6,263 

72 

8.2 

1.4 
1.0 

2.9 
4.4 

2,558 
3,371 

Eridania  Beghin-Say/food  processing 
EuraFrance/fmancial  services 

131 

10.5 

291 

11.3 

0.6 

2.9 

980 

Generale  des  Eaux/water  utility 

90 

13.5 

1.7 

2.3 

9,909 

•Lafarge  Coppee/building  materials 
■  Roussell  Uclaf/drugs 
•Societe  Generale/banking 

68 

11.1 

1.4 

2.5 

5,591 

120 
96 

12.2 
9.1 

2.4 

1.9 

3,013 

0.9 

3.1 

7,899 

•  Sponsored  ADR.   ■  Available  in  the  U.S.  only  to  qualified  institutional  buyers. 
Sources:  Worldscope/Disclosure  Partners  via  Randall-Helms  DataScreen  II;  IBES  Internationa!.  Inc. 
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But  there's  good  news,  too 
French  corporate  earnings  should  b< 
strong.  Jacques  Franck  Dossin,  tin 
head  of  French  equities  at  cs  Firs, 
Boston  in  London,  expects  them  t( 
grow  by  33%  in  1995.  Deutsch< 
Bank  estimates  the  French  econom 
will  grow  a  respectable  3%  this  yea 
in  real  terms.  Inflation  is  supposed  t< 
come  in  at  only  2%,  one  of  the  low 
est  rates  in  Europe. 

Another  factor  that  could  benefi 
French  stocks  is  the  prospect  for  a: 
economic  slowdown  in  the  U.S.  Thii 
would  cause  a  move  from  U.S.  an.' 
European  cyclicals  into  markets  sue. 
as  France,  says  Harrington.  The  CA 
40,  Paris'  widely  followed  stock  mat 
ket  index,  has  relatively  few  cyclic; 
companies.  This  might  also  explair 
at  least  in  part,  why  France  undei 
performed  other  European  marke; 
over  the  last  two  years,  when  cycl 
cals  were  in  favor. 

Jacques  Dossin  doesn't  expect  thl 
market  to  make  a  significant  move  i 
the  first  quarter  but  is  predicting  a 
upswing  before  the  May  electioi 
For  the  year  as  a  whole,  Dossi 
expects  the  cac  40  to  gain  aboi 
24%,  when  measured  in  dollars. 

If  you  buy  this  bullish  view,  coii|k^w 
sider  these  stocks  recommended 
Harrington:  Credit  Local  de  Franc j  ^ 
Societe  Generale,  Unibail  (a  financi 
services  company)  and  axa  (an  insvjj  a 
er).  He  also  likes  car  maker  Peugec 
drug  companies  Roussel  Uclaf  ai  | 
Sanofi. 

Jacques  Dossin's  buy  list  includj  osNln 
several  quality  insurers  and  financi  urests. It 
stocks.  He's  also  recommendiil  mfaer. v.-f,, 
ECCO  (a  temporary- work  firrrj  »|jnrf 
Castorama-  Dubois  (a  French  Hon1  Fie  three 
Depot)  and  LVMH,  a  maker  of  spiri  ife^, 
fine  liqueurs  and  luxury  goods.  *At h0rr 

The  eight  stocks  in  the  accompam  fmany  ner 
ing  table  underperformed  the  Frem  int  r^ 
market  in  1994  but  sell  below  the  av<    • 
age  multiple  of  14  times  project!  ujt0 
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1995  earnings.  Among  them  2 
Eridania  Beghin-Say,  a  sugar  a; 
starch  producer;  EuraFrance,  a  fina 
cial  services  firm;  and  Lafar 
Coppee,  a  maker  of  building  materi 
and  cement,  which  sells  for  only 
times  estimated  1995  earnings.       | 
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■David  Rockefeller  on  living  with  the  arts. 


KM 

~)avid  Rockefeller  speaks  with  David  Finn, 
.  id  'oard  member  of- the  Business  Committee 
.':.'.  I  or  the  Arts,  and  Chairman  of  Ruder  -Finn, 
FnilC  'bout  his  experiences  with  the  arts. 

"My  grandfather  was  a  remarkable 
ISO  lan  and  his  achievements  in  business,  as 
well  as  education 


rt  of  Leadership 


and  other  fields, 
were  extraordinary; 
owever,  art  was  not  one  of  his  special 
iterests.  It  was  my  parents,  especially  my 
lother,  who  had  the  greatest  influence  in 
(iy  life  in  regard  to  the  arts.  She  was  one 
the  three  founders  of  the  Museum  of 
bdern  Art  in  New  York 
"At  home  I  was  surrounded  by  the  an 
Af  many  periods  -  Classical,  Asian, 
jnjiothic,  Renaissance,  and  works  from  the 
ii|8th  to  the  20th  centuries.  Initially  I  was 
awn  to  representational  art.  When  my 
hother  died  in  1948,  I  took  her  place  on 
:he  Board  of  the  Museum  of  Modern  Art, 

1  as  I  spent  more  time  at  the  museum 
L4iy  tastes  broadened.  Over  the  54  years 
-  m  my  wife  and  I  have  been  married  we 
ave  acquired  -  always  together  -  a  great 
I  lany  different  things. 


H 


David  Rockefeller  in  front  of  a  sculpture  by  Jean  Dubuffet  in  Chase  Manhattan  Plaza,  New  York 


"I  started  working  at  the  Chase 
Manhattan  Bank  in  1 946  after  I  had 
received  my  doctorate  in  economics  from 
the  University  of  Chicago.  The  Chase  art 
program  began  in  1959,  when  I  was 
Executive  Vice  President  and  in  charge  of 
planning  our  new  building  in  New  York. 
Gordon  Bunshaft,  the  leading  design 
architect  of  Skidmore,  Owings  and 
Merrill,  recommended  that  we  acquire 
works  of  art  for  the  new  building,  and  I 
thought  we  should  buy  works  by  living 
artists.  We  invited  a  group  of  knowledge- 
able people  to  advise  us  and  developed  a 
system  of  voting  which  we  use  to  this  day. 
There  were  seven  on  the  committee, 
including  two  of  us  from  the  bank,  and 
each  one  was  asked  to  rate  a  proposed 
work  from  zero,  meaning  we  shouldn't 
consider  it,  to  three,  meaning  "a  must," 
and  we  agreed  not  to  acquire  anything 
unless  it  had  a  minimum  of  eleven  votes. 
Later  we  acquired  works  for  other 
branches,  including  those  overseas. 
Today  the  bank's  collection  includes 
more  than  13,000  objects. 


"In  1 966  I  gave  a  speech  at  The 
Conference  Board,  in  which  I  suggested 
that  a  committee  for  the  arts  be  estab- 
lished, along  the  lines  of  the  Council  for 
Financial  Aid  to  Education,  created  some 
years  earlier,  which  had  successfully  stim- 
ulated corporate  support  of  education. 
That's  how  the  Business  Committee  for 
the  Arts  was  started.  Collecting  or  sup- 
porting the  arts  may  not  suit  every  com- 
pany; it  usually  comes  about  when  leaders 
of  companies  themselves  have  a  genuine 
interest  in  the  arts.  I'm  happy  to  say  that 
such  has  been  the  case  for  over  thirty 
years  at  Chase.  And  I  don't  think  there  is 
any  doubt  that  our  involvement  with  the 
arts  has  been  a  positive  factor  in  the  over- 
all image  of  the  bank  around  the  world." 

The  most  respected  companies  in  the  world  are 
involved  with  the  arts  in  altogether  new  ways. 
To  form  an  alliance  that  meets  your  strategic 
goals,  contact: 

Business  Committee 

for  the  Arts,  Inc. 

1775  Broadway 

New  York,  New  York  1 00 1 9 

212  664-0600 

Prepared  as  a  public  service  by  A.D.  Lubow,  Inc. 
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Forbes  Wagon  Creek  Ranch  is  offering  minimum  40  acre  ranches  starting  at  as  little  as  $25,000. 
We  provide  full  financing  and  buyer  protection.   If  you've  ever  dreamed  of  owning  your  own  piec' 
the  Rockies,  now  is  the  time  to  act.   This  property  can  provide  you  with  a  perfect  base  for  vacati 
cross-country  skiing,  hunting,  camping  and  a  host  of  other  outdoor  sports  and  family  fun.    For  ii 


information  without  obligation, 


Call  1-800-FORBES-5.    Outside  the  U.S.  (7 19)  379-3263. 


iteme'nt  has  been  filed  with  the  State  of  New  York.  Such  fi  fork  of 'the  value  < 

mailable  upon  reqm  Ihe  project  is  registered  New  Jersey  Real  1 

Kansas  Secui  ale  or  offer  for  sale  by  those  or  any  Federal  agenej 
pon  the  merits  or  value  fhe  Offering  Statement  for  each  Mat* 

pon  request  from  Sangre  de  Cristo  Ranches.  Obtain  and  i  before  signii  unent.   [iqq 

Sangre  de  Cristo  Rancl  lieensed  r  in  Colorado.  A.  Jack  Nerud.  Oshkosh 
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HOMEY  &  INVESTMENTS 


You  wouldn't  have  gotten  rich  from  my  1994  stock 
picks,  but  you  saved  yourself  a  bundle  if  you 
stayed  away  from  the  sectors  I  warned  against. 

Summing  up 


BY  DAVID  DREMAN 


David  Dreman  is  chairman 
of  Dreman  Value  Management,  L.P., 
Investment  Counsel,  New  Jersey,  and  author 
of  The  New  Contrarian  Investment  Strategy. 


Last  YEAR  was  a  tough  one  for  stocks, 
with  many  of  the  indexes  flat  to  down 
5%  or  more.  My  picks  were,  overall,  in 
positive  territory  but  just  barely. 
Had  you  purchased  an  equal  dollar 
amount  of  each  of  the  87  stocks  rec- 
ommended in  this  column  in  1994, 
you  would  have  been  ahead  1.7%, 
including  dividends. 

Let  me  add  this,  however:  I  have 
good  reason  to  be  proud  of  what  I 
would  call  my  negative  advice — what 
to  avoid.  My  column  warned  inves- 
tors to  stay  clear  of  three  sizzling 
sectors,  all  of  which  collapsed. 

The  most  important  advice  was  that 
given  in  the  Dec.  6, 1993  column,  "Say 
no  to  bonds."  Readers  were  cautioned 
that  the  speculative  scramble  by  big 
players  in  long  bonds  was  approaching 
"mania  proportions."  I  warned  that 
the  improving  economy,  accompanied 
by  fears  of  rising  inflation,  was  likely  to 
send  long  rates  sharply  higher.  Keep 
bond  maturities  short,  I  advised.  Not 
such  bad  advice  on  the  eve  of  the  worst 
bond  collapse  since  1927. 

My  second  negative  recommenda- 
tion was  to  stay  away  from  the  boiling 
IPO  market  (Jan.  3,  1994).  I  foresaw 
that  "new  issues  are  likely  to  see  a 
major  blow-off  beginning  in  1994." 
Again,  pretty  timely. 

Finally,  my  column  in  the  Jan.  31 
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issue  advised  investors  to  stay  away 
from  Mexico  and  other  red-hot  mar- 
kets. Emerging  market  "speculative 
activity  is  getting  dangerous."  I  re- 
peated the  warning  twice  more — Apr. 
25  and  July  18.  Need  I  say  more? 

Okay,  but  there's  no  question  that 
some  of  my  stock  picks  last  year  went 
sour.  The  three  poorest  performers 
have  been  Burlington  Coat,  down 
51%;  TJX  Cos.,  down  33%;  and  Signet 
Banks,  down  32%.  (All  percentage 
changes  in  this  column  are  for  year-end 
1994. )  What  should  you  do  if  you  own 
any  of  these?  I  would  continue  to  hold 
all  three  because  of  their  good  funda- 
mentals and  low  prices,  which  should 
show  a  good  bounce  from  here. 

Retailing  and  apparel  stocks  were 
the  worst-performing  groups,  al- 
though they  already  had  dropped 
substantially  prior  to  my  recommen- 
dation. Burlington  Coat  (9),  an  off- 
price  retailer,  was  recommended 
again  in  the  Dec.  19  issue  at  10.  Warm 
weather  and  the  poor  apparel  and 
retail  environments  were  the  chief 
culprits  in  the  stock's  mediocre  per- 
formance. With  an  improving  econo- 
my and  more  normal  weather  pat- 
terns, the  stock  should  be  a  rewarding 
holding,  bcf  trades  at  a  P/E  of  9. 

tjx  (13,  P/E  10,  yield  4.3%),  a  large 
off-price  retailer  concentrated  in 
women's  apparel,  was  also  hit  hard, 
with  last  year's  earnings  likely  to  be  off 
over  20%.  However,  it  has  an  excellent 
record  and  is  considered  to  be  one  of 
the  best-managed  companies  in  its 
industry.  The  stock  was  also  re-recom- 
mended in  the  Dec.  19  column. 

Charming  Shoppes(6,  P/E  10,  yield 
1.5%),  which  operates  an  expanding 
chain  of  women's  apparel  stores,  is 
another  stock  that  has  been  knocked 
down  that  should  be  held. 

The  financial  sector  suffered  a  drop 
in  the  second  half,  after  four  years  of 
sharply  outperforming  the  market. 
Many  financials  now  trade  at  levels  not 


seen  since  the  panic  of  1990.  I  think 
the  group  provides  excellent  funda- 
mentals and  is  dirt  cheap.  I  would 
continue  to  hold  A.G.  Edwards  (20, 
P/E  9,  yield  2.8%);  Bankers  Trust  (64, 
P/E  9,  yield  6.2%);  Signet  (33,  P/E  12, 
yield  3%);  Chubb  (79,  p/e  13,  yield 
2.3%);  Freddie  Mac  (57,  p/e  10,  yield 
1.8%);  and  Fannie  Mae  (76,  P/E  9, 
yield  3.5%),  all  of  which  are  somewhat 
under  their  recommendation  prices. 

My  losers  mentioned  above  were, 
happily,  offset  by  some  nice  winners. 
American  Cyanamid,  recommended 
twice  (Feb.  28  and  Mar.  28 ),  was  taken 
over  by  American  Home  Products  for 
an  average  gain  of  almost  140%. 

Other  health  care  stocks  also  scored 
big.  I  was  a  bit  early  on  them  in  1993, 
and  in  my  postmortem  for  that  year  I 
recommended  that  investors  hang  in. 
Those  that  did  were  rewarded. 

As  a  value  manager  I  was 
sometimes  early,  but  probably 
not  wrong.  Low-P/E  stocks 
require  patience. 

The  group  bounced  back  sharply  in 
1994.  Six  of  the  eight  top  performers 
were  health  care  companies.  Aside  from 
American  Cyanamid,  Becton  Dickin- 
son was  up  30%,  Baxter  International 
27%,  Bergen  Brunswig  31%,  Merck 
31%  and  SmithKline  Beecham  22%. 

My  picks  in  the  computer  group 
did  well,  too.  My  last  year's  review 
stated  that  "computer  analysts  were 
high  on  the  manic-depressive  scale," 
and  advised  readers  to  hold  the  stocks 
previously  recommended.  The  group 
did  well,  with  Apple  (40)  up  22%, 
Compaq  (35)  up  23%  and  Hewlett- 
Packard  ( 102)  up  39%.  I  would  con- 
tinue to  hold  these  stocks  and  liqui- 
date gradually  on  strength. 

Summing  up,  many  of  my  1994 
losers,  like  those  of  the  year  before, 
continue  to  have  good  fundamentals 
and  could  bounce  back  sharply  as  the 
drugs  and  computers  did  in  1994.  As  a 
value  manager  I  was  early  on  a  number 
of  occasions,  but  probably  not  wrong. 
Low-P/E  stocks  require  patience. 
Since  you  are  buying  them  cheaply, 
they  have  better  than  average  chances 
of  bouncing  back — which  is  what  the 
strategy  is  all  about.  That  is  why  we 
call  them  "value"  stocks.  H 
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Small  technology  stocks  are  not  for  those  with  nervous  stomachs,  but 
their  very  volatility  can  create  great  buying  opportunities. 


Buy  'em  when 
they're  cold 


BY  MARK  HULBERT 


Mark  Hulbert  is  editor  of  the  Alexandria,  Va.- 
based  Hulbert  Financial  Digest,  which  monitors 
the  performance  of  investment  advisory  letters. 
His  newest  book  is  The  Hulbert  Guide  to  Financial 
Newsletters  (Dearborn  Financial  Publishing). 


Two  YEARS  AGO  the  Medical  Technology 
Stock  Letter,  edited  by  James  McCa- 
mant,  was  one  of  the  top  performers, 
with  an  eight-year  return  more  than 
double  the  market's.  Since  then,  ac- 
cording to  the  Hulbert  Financial  Di- 
gest, McCamant's  portfolios  have  lost  a 
bloodcurdling  68%  on  average. 

But  remember  the  old  saw:  The 
time  to  buy  is  when  blood  is  running 
in  the  streets.  Even  though  some  of 
the  blood  is  McCamant's,  I  wouldn't 
count  him  out.  His  portfolios  have 
experienced  setbacks  almost  as  severe 
before,  and  have  come  roaring  back. 
McCamant's  experiences  point  to  a 
broader  moral:  what  to  do,  and  not 
do,  when  investing  in  emerging  tech- 
nology companies. 

The  first  lesson:  Investors  should 
stay  out  of  these  technology  issues  if 
they  have  nervous  stomachs.  With 
outsize  opportunities  come  outsize 
risk  and  outsize  fluctuations. 

Don't  count  on  gimmicks  like  stop- 
loss  orders  to  protect  you  against 
these  fluctuations.  These  simply  don't 
work  for  high-volatility  stocks.  Inso- 
far as  they  succeed  in  keeping  risk  low, 
they  also  forfeit  those  stocks'  upside 
potential. 
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McCamant  often  reminds  investors 
about  the  trading  pattern  traced  by 
Amgen,  the  stock  that  probably  has 
done  more  than  any  other  to  entice 
investors  into  the  biotechnology  sec- 
tor. Amgen  rose  fiftyfold  from  1985 
to  1992.  Yet  any  investor  who  used 
stops  to  trade  Amgen  would  have 
missed  out  on  the  bulk  of  its  gain: 
Along  the  way  it  experienced  four 
corrections  in  excess  of  30%  each — 
more  than  enough  to  trigger  any  rea- 
sonably placed  stop  loss  and  more 
than  enough  to  generate  sell  signals 
in  almost  any  mechanical  trading 
system. 

A  second  lesson  from  McCamant: 
Technical  analysis  doesn't  work  par- 
ticularly well  in  the  emerging  tech- 
nology sector.  Such  companies  typi- 
cally don't  have  the  long  trading 
history  necessary  to  establish  strong 
resistance  and  support  levels.  And 
their  relatively  small  market  capital- 
izations render  them  quite  vulnera- 
ble to  the  herd  behavior  of  institu- 


Remember  the  old  saw: 
The  time  to  buy 
is  when  blood  is 
running  in  the  streets. 


tional  investors.  McCamant  con- 
cludes that  the  investor  in  emerging 
technology  has  little  choice  but  to 
focus  on  finding  companies  with 
really  good  fundamentals  and  then 
tighten  his  seat  belt. 

This  leads  to  a  third  lesson — one 
that  McCamant  himself  hasn't  drawn 
but  that  seems  obvious  to  me  from  his 
record:  Don't  use  leverage  when  trad- 
ing such  companies.  Given  these 
stocks'  extreme  volatility,  you  could 


V 
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be  forced  by  margin  calls  into  sellir 
at  very  unfavorable  prices.   This 
precisely  what  happened  to  McC 
mant's   aggressive   portfolio,   whic 
uses  leverage.  It  lost  80%  in  1994. 

If  we  take  these  lessons  to  heai 
this  volatility  doesn't  have  to  be  a  b; 
thing.  If  you  are  patient  and  place  bi 
orders  well  below  current  prices,  f 
example,  there's  a  good  chance  yc 
will  be  able  to  buy  at  extremely  favc 
able  prices.  So  long  as  a  decline 
price  is  not  accompanied  by  any  det 
rioration  in  fundamentals,  it  can  pr 
sent  a  wonderful  buying  opportunity  - 

What  this  means  is  that  you  ca  ? 
turn  investor  psychology  to  your  a 
vantage.  This  is  the  case  curren 
with  biotechnology  stocks,  accori* 
ing  to  McCamant.  The  sector's  c ' 
cline  "was  caused  by  emotions,  it  ™a" 
bad  news." 

As  an  example,  McCamant  poii    ' 
to  Somatogen.  At  its  1992  high  i 
more  than  50,  Somatogen  had  yeti1  f*  w 
treat    its    first    patient.    Since    thr!  ^int 
the    company's    fundamentals    hd  ®Rm 
strengthened   considerably.    Clini   ™M 
trials  of  several  of  its  products 
going  well.  And  last  year  it  announc  J 
a  major  partnership  with  Eli  Lilly 
bring  its  blood  substitute  produ    ■throug 
to  market. 

All  this  good  news  notwithstaifl  wcyc 
ing,  Somatogen  today  is  selling  'j  i]*^\ 
less   than   $10   per  share.   A   st(  J 
McCamant  says. 

What  else  is  McCamant  betting1  *^«itl 
for  1 99  5  ?  The  largest  holdings  of  m<  "tela  c 
cal  technology  companies  in  his  mc  "'wtiniu 
portfolio  are  (all  trade  o-t-c):  Chi  S 
(recent  price  67),  Collagen  (1  'Hnc 
Agouron   Pharmaceutical   (16),   ]| 


m 
1  tetofti,! 

M<:!;h 


Immunochem  (4)  and  ProCyte  (3 
the  agbiotech  sector,  McCamant's  1 
est  holding  is  Calgene  (7).  He  wc  | 
buy  more  of  this  stock  if  and  whe  I 
drops  below  $12  per  share. 
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ie  very  strength  of  the  economy  last  year  frustrated  many 

:  my  stock  recommendations.  What  was 

-edicted  for  1994  now  looks  like  it  will  happen  in  1995. 


[too  soon 


Y  R.S.  SALOMON  JR. 


:es,  f< . 
ice  yo 

I'flYO 


i  let 

^pp  MY  PREDICTION'S  last  year  I  was 

[jujjpht  to  forecast  a  continuing  be- 
c  gn  inflationary  environment,  but 
01]rl>vas  wrong  to  expect  a  slowdown 
~nI  the  economy.  As  a  result,  a  good 
accor  any  of  my  stock  recommendations 


or"s  d 


ent  flat. 


A  ,td 


.  Salomon  Jr.  is  principal  and  founder 
•tamford,  Conn.-based  STI  Management, 
search  assistant:  Caroline  Davenport. 


^Ironically,  the  very  strength  of  the 
onomy — greater  than   expected- 
oked  investors  with  fears  of  infla- 
jjjwi.  In  several  columns  I  emphasized 

.|j  owth  in  the  economy  would  slow  to 

'i  (jjTiore  sustainable  rate.  This  slowing 

fuJuld  instill  confidence  in  investors 

...  at  the  business  cvcle  could  be  ex- 

n.ided  several  more  vears. 

|y  Instead,  economic  growth  acceler- 

joijppd  throughout  the  year.  In  a  per- 

rse  way  this  created  a  poor  environ- 

L-Mj-nt  for  cyclical  stocks  in  general  and 

to  stocks  in  particular. 

Hence  mv  auto  stocks  did  not  do 


:11,  though  all  the  companies  came 
rough  with  sparkling  earnings.  The 


•  £  to  stocks  offer  good  value,  but  they 
",.11  continue  to  struggle  in  the  mar 

:CI 


ace     until     economic     growth 

*ws — an  event  I  expect  to  occur 

j)st  likely  in  the  second  or  third 

,  arter  of  this  year.  In  short,  continue 
ilt'ijii     ij  '      , 

,  i  hold  auto  stocks. 
j     The  gambling  stocks  experienced  a 
■'■  bstantial  correction  in  1994,  and  I 
is  premature  in  trying  to  call  the 
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turn.  The  Caesars  recommendation 
worked  out  very  well  as  a  result  of  the 
ITT  takeover,  but  it  was  not  enough  to 
offset  further  declines  in  the  other 
stocks.  I  still  favor  the  group.  The 
fiscal  condition  of  state  and  local  gov- 
ernment has  improved  to  such  an 
extent  that  the  intense  need  for  addi- 
tional revenue  from  gaming  has  sub- 
sided a  bit,  slowing  the  growth  of  new 
gaming  jurisdictions.  At  this  juncture 
the  best  situated  companies  for  the 
longer  term  appear  to  me  to  be  Mi- 
rage (24)  and  Circus  Circus  (27). 

During  1994  I  did  two  columns  on 
emerging  markets — one  in  May  on 
Mexico  just  before  the  election  and 
just  after  the  assassination,  and  a  more 
general  piece  in  October  that  recom- 
mended investors  consider  emerging 
market  debt  as  well  as  equity. 

There  is  absolutely  no  change  in  my 
enthusiasm  for  investing  in  emerging 
markets,  as  I  strongly  believe  that 
recent  weakness  provides  a  terrific 
buying  opportunity.  The  critical  les- 
son to  be  learned  from  the  Mexican 
crisis  is  the  virtue  of  diversification 

■■ 


Western  Europe,  the  U.S.  and  Japan. 
This  growth  comes  at  a  much  higher 
risk  level,  principally  as  a  result  of 
possible  political  instability,  but  this 
risk  should  not  deter  investors  from 
having  5%  to  7%  of  their  long-term 
investments  represented  here.  I  con- 
tinue to  recommend  the  Emerging 
Markets  Income  Fund  (13)  for  debt 
and  the  Templeton  Developing  Mar- 
kets Trust  ( 14)  for  equity. 

In  a  more  recent  column  I  made  a 
somewhat  tentative  recommendation 
of  the  security  brokerage  stocks.  It 
was  tentative  in  the  sense  that  I  rec- 
ommended them  as  trading  buys  and 
not  long-term  investments.  The  sug- 
gested strategy  was  to  forget  about 
earnings,  which  in  this  industry  are 
impossible  to  predict,  and  to  focus 
instead  on  book  value  as  an  indicator 
of  value.  A  low  price-to-book  rela- 
tionship would  represent  a  buy  signal, 
while  a  sizable  premium  to  book 
would  represent  a  sell  signal. 

While  the  stocks  looked  cheap  on 
this  basis  at  the  time  of  the  article,  the 
Orange  County  debacle  hurt  the  in- 


The  developing  markets  still  have  the  potential  to  grow 
two  to  three  times  faster  than  the  mature  markets 
of  Western  Europe,  the  U.S.  and  Japan. 


across  many  different  developing 
markets  as  opposed  to  a  concentrated 
bet  on  any  specific  market.  I  remain 
convinced  that  emerging  market  debt 
is  at  least  as  good  an  investment  op- 
portunity, if  not  better,  than  emerg- 
ing market  equity.  The  debt  provides 
both  a  handsome  current  return  and 
appreciation  potential,  while  equity 
provides  only  the  growth  dimension. 
One  thing  hasn't  changed:  The 
developing  markets  still  have  the  po- 
tential to  grow  two  to  three  times 
faster   than    the   mature    markets  of 


dustry  in  general  and  Merrill  Lynch  in 
particular.  I  still  believe  that  the  bro- 
kerage stocks  represent  good  trading 
buys  for  the  agile  investor. 

In  short,  I  believe  that  while  my 
timing  was  off,  most  of  my  stock 
recommendations  remain  valid.  Once 
the  economy  shows  signs  that  it  is  not 
becoming  overheated,  the  stock  mar- 
ket should  do  much  better.  In  this 
environment  I  recommend  Magna 
International  (37),  Merrill  Lynch 
(40),  American  Express {Z2),  gt£(34) 
and  Boeing {47).  M 
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When  you  restructure  a  business, 
you  don't  just  cut  expenses; 
you  also  redeploy  assets.  Why  isn't 
the  new  Congress  redeploying  the 
federal  government's  single  biggest  asset? 

Frozen  money 


BY  STEVE  H.HAHKE 


Steve  H.  Hanke  is  a  professor 

of  Applied  Economics  at 

The  Johns  Hopkins  University  in  Baltimore. 


Will  the  loudly  heralded  "revolu- 
tion" in  Washington  turn  out  to  be  a 
bust?  I  suspect  it  may  unless  the  com- 
batants cease  looking  exclusively  at 
taxes  and  spending.  By  focusing  on 
the  flows  that  go  in  and  out  of  the 
government  coffers,  they  are  looking 
only  at  the  government's  "income 
statement."  This  is  worse  than  a 
crime,  it  is  a  mistake. 

Any  intelligent  businessman 
should  be  able  to  spot  the  error. 
When  downsizing  and  restructuring 
an  enterprise,  you  don't  just  cut  costs 
and  lay  off  people,  as  important  as 
those  factors  are.  You  also  look  for 
nonperforming  or  underperforming 
assets  and  find  ways  to  put  them  to 
better  use.  If  someone  else  can  em- 
ploy those  assets  more  profitably  than 
you  can,  then  you  sell  the  assets. 

If  the  wizards  of  Washington  truly 
want  restructuring,  they  should  pull 
out  the  balance  sheet  and  go  to  work. 
Even  a  cursory  examination  shows 
that  the  government  agencies  and 
departments  do  not  have  to  pay  capi- 
tal carrying  charges  or  rents  on  gov- 
ernment assets.  This  can  mean  only 
that  the  federal  balance  sheet  is  load- 
ed with  assets  that  return  little  or 
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nothing  and  serve  no  purpose  other 
than  to  swell  bureaucratic  numbers 
and  prestige. 

Of  course,  the  bureaucracy  has  lit- 
tle interest  in  maximizing  the  return 
on  these  assets.  If  the  government  sells 
assets,  the  revenues  are  usually  not 
earmarked  for  use  by  the  agency  or 
department  that  initiates  the  sale. 
Consequently,  no  bureaucratic  or 
budgeted  benefits  ensue.  In  fact,  there 
may  well  be  significant  costs  to  bu- 
reaucrats. Employment  and  promo- 
tion opportunities  would  be  reduced. 
The  bureaucrats  would  also  suffer  a 
loss  of  power.  Maybe  even  status,  and 
we  know  how  important  status  is  in  the 
world  capital  of  limo  service. 

Where  are  the  government's  non- 
performing  assets?  We  can  start  with 
the  federal  lands.  The  federal  govern- 
ment's holdings  comprise  about  one- 
third  of  the  surface  area  of  the  coun- 
try, embracing  an  area  six  times  the 
size  of  France.  This  federal  estate  is 

It's  no  surprise  that 
Adam  Smith  recommended 
that  every  great  monarchy 
privatize  its  crown  lands. 

potentially  one  of  the  most  valuable 
state-owned  enterprises  in  the  world. 
It  is  ripe  for  privatization. 

In  The  Wealth  of  Nations  (1776) 
Adam  Smith  realized  that  public  own- 
ership and  administration  was  negli- 
gent and  wasteful  because  public  em- 
ployees did  not  have  a  direct  interest 
in  the  commercial  outcome  of  their 
actions.  What  was  true  in  the  18th 
century  is  even  more  true  today.  It's 
no  surprise  that  Smith  recommended 


that  every  great  monarchy  privatize  i  i  |(ji'i[ 
crown  lands. 

If  we  followed  Smith's  advice,  tl 
benefits  would  be  impressive: 

■  The  productivity  of  the  lands  woul 
increase.  With  private  ownership  v 
would  obtain  more  commercial,  re 
reational  and  environmental  output 

■  With  increased  productivity,  tl 
value  of  the  lands  would  increase  ai 
employment  and  economic  activi 
would  be  enhanced. 

■  Consumers  would  be  served  mo 
efficiently.  After  all,  the  only  w 
that  private-land  owners  can  pro 
from  their  property  is  to  empl< 
it  for  the  satisfaction  of  other  pe 
pie's  wants.  Serving  consumers, 
course,  is  the  social  function  of  pi 
vate  property.  It  is  not,  all  protest 
tions  to  the  contrary,  the  real  fun 
tion  of  government. 

■  Privatization  would  eliminate  t 
negative  cash  flows  associated  wi 
the  federal  government's  retention 
the  lands.  This  would  shrink  the  bu 
get  deficit. 

■  Land  sales  would  generate  fede 
revenues  that  could  be  used  to  redi 
the  national  debt. 

■  A  new  state  and  local  tax  base  woi 
be  created.  Surely,  the  newly  elect r  mud 
Republican  governors  and  local  o    f 
cials  should  see  this  advantage.  T 
western  states,  where   most  of 
federal  lands  are  located,  would  I 
less  dependent  on  in-lieu  payme  i  itrto 
from  Washington.  Federalism  woi 
be  enhanced. 

■  Land-use  decisions  would  beco^  I 
less  politicized.  Commercial  and  n<i 
commercial  land  users  would  have* 
spend  less  time  and  money  obtain 
land -use  rights  through  political  i 
bureaucratic    processes.    Indeed, 
John  Maynard  Keynes  concluded 
1936:  "It  is  better  that  a  man  sho- 
tyrannize  over  his  bank  balance  tl| 
over  his  fellow  citizens." 

But  until  the  folks  inside  the  B 
way  take  out  their  sharp  pencils  anc  I  I 
to  work  on  the  government's  bala 
sheet,  we  will  be  denied  these  bene 
Ronald  Reagan  knew  this.  That  is  m  : 
his  budget  message  for  fiscal   1*1  sj^ 
proposed  the  privatization  of  fed 
lands.  Nothing  new  here.  Both  A 
ander  Hamilton  and  Thomas  Jeffei 
advocated    privatization    of    fed 
lands.  So  what  is  the  new  Republ 
Congress  waiting  for? 


ads.  over 


tocasv. 

■rofp 

erl 

nag 
jttiw 


•train; 
Forbes  ■  February  27,  1  i   fop,, 

i. 


Sfal 


invest,  ii 


COP  NG 


dvice,  some  of  it  from  bitter  experience, 
J  bout  how  to  pick  a  hedge  fund. 

Looking  for 
the  next  George 


*i 


m  3Y  SHELBY  WHITE 


by  White  is  a  New  York-based 
ancial  writer.  She  is  the  author  of 
hat  Every  Woman  Should  Know 
itk  wut  Her  Husband's  Money. 
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OliEDGE    FUNDS    REMIND    ME     of    the 

e.earoucho  Marx  line  about  clubs.  The 
id  dies  that  will  take  your  money  may 
T)t  be  the  ones  you  want  to  invest 
i:th.  Although  Michael  Steinhardt 
d  a  bad  year,  down  over  30%,  don't 
cjpther  to  call.  He  told  me  he  is  not 
j  \oi  king  new  money.  But  many  hedge 
nds,  over  800  managing  over  $100 
rL;oIlion  in  assets,  are  looking  for  inves- 
ts. Finding  the  next  George  Soros  is 
.  >t  so  easy. 

Hedge  fund  is  a  term  that  covers  a 

iiriety  of  partnerships,  each  limited 

under  100  investors  in  order  to 

cape  regulation  by  the  sec.  They 

.-.ale   managed   by   general   partners 

10  get  incentive  fees,  usually  20% 

any  profits. 

;BWhat  should  you  look  for  in   a 

dgc  fund?  First  of  all:  Who''!  Before 

u  invest,  interview  the  general  part- 

Jr.  I  jumped  into  a  hedge  fund  be- 

,*ise  I  heard  the  smart  guys  were 

esting.  I  didn't  check.  The  result 

a  fiasco. 

\fTo  me,  the  strategy  isn't  as  impor- 

it  as  the  manager.  You  are  likely  to 

t  ho-hum  results  going  with  a  for- 

i  llaic  manager  who  is  always  hedged 

%  or  always  50%  invested  in  equities. 

l{rbe.s«  February  27,  1995 


Investment  opportunities  change  over 
the  long  term.  You  want  a  pilot  who 
can  fly  even  if  the  weather  changes. 

Don't  consider  a  hedge  fund  unless 
you  have  $1  million  minimum  of 
investable  assets.  The  funds  are  not 
liquid,  you  usually  can't  borrow 
against  them  without  the  general 
partners'  permission.  Hedge  funds 
will  accept  money  from  trusts,  iras 
and  401(k)s,  but  can't  be  custodians. 

The  classic  hedge  fund  takes  long 
and  short  positions. 

Macro  hedge  funds  roam  the  globe 
for  opportunities  in  the  currency  and 
interest  rate  markets,  both  long  and 
short,  and  often  use  a  lot  of  leverage. 

Short-selling  funds  don't  hedge. 

Distressed  securities  funds — look 
for  workout  situations. 

There  are  many  funds  of  hedge 
funds  for  those  who  want  to  spread 
their  risks  among  managers. 

Opportunistic  funds  are  my  choice. 
They  go  where  the  money  is. 

Besides  who  and  how,  here  are 
other  questions  you  should  ask. 

What's  the  track  record?  Look  at  a 
five-year  average.  I  like  a  manager 


Don't  consider  a  hedge  fund 
unless  you  have  $1  million 
of  investable  assets. 


who  has  lived  through  a  downturn. 

Leverage.  High  returns  can  mean 
risk.  That  means  leverage.  You  can 
buy  stocks  on  50%  margin,  but  short- 
term  Treasurys  require  only  a  1%  or 
2%  margin  and  you  can  trade  curren- 
cies for  no  money  down,  if  you  have 
credit.  Here's  where  the  manager's 
judgment  is  critical. 

Fees  and  minimums.  Most  funds 


require  a  minimum  of  $250,000  up 
to  $5  million.  Count  on  an  override  of 
20%  on  profits  and  a  1%  annual  ex- 
pense fee.  Hedge  funds  usually  have  a 
high-water  mark.  That  is,  the  manag- 
er doesn't  get  an  override  until  your 
losses  are  recouped. 

What  percentage  of  the  general 
partners'  own  money  is  in  the  funds? 
The  manager  who  tells  me  he  has  all  of 
his  money  plus  his  mother's  in  his 
fund  wins  my  confidence. 

When  can  you  withdraw  your  mon- 
ey? Some  funds  allow  quarterly  with- 
drawals, some  year-end  and  others 
only  every  three  years.  Ask  if  the 
general  partner  can  take  his  money 
out  and  leave  you  holding  some 
slightly  damaged  merchandise.  (I 
know  about  this;  see  White  v.  Guar- 
enteetal.  372  N.E.  2d  315.) 

How  often  will  you  get  a  state- 
ment? A  quarterly  letter  that  seldom 
discloses  actual  holdings  is  usual. 

How  big  is  the  fund?  I'm  convinced 
that  it's  easier  to  invest  $100  million 
than  $2  billion.  Big  funds  take  such 
large  positions  that  many  investments 
are  simply  closed  to  them. 

You  can  tell  a  little  by  the  company 
a  hedge  fund  keeps.  Ask  who  are  the 
lawyers  for  the  funds,  the  accountants 
and  the  custodian. 

Read  the  partnership  contract  care- 
fully. I  spotted  a  deal  with  a  brokerage 
firm  that  revealed  a  conflict  of  inter- 
est. Look  at  the  balance  sheet. 

The  hedge  fund  manager  should 
ask  you  a  few  questions,  too.  He  will 
want  to  be  sure  you  understand  the 
risks.  Some  funds  want  to  be  sure  you 
are  not  investing  more  than  40%  of 
your  committed  capital.  If  you're  not 
required  to  sign  a  subscription  agree- 
ment asking  about  your  investment 
experience,  look  out.  A  fund  manager 
who  is  not  scrupulous  about  who  he 
takes  in  is  not  a  manager  to  be  trusted. 

Want  to  know  more?  Hedge  funds 
are  not  listed  in  newspapers.  Look- 
out Mountain  Hedge  Fund  Review, 
Hedge  Fund  News  and  MAR/Hedge  do 
report  fund  news.  The  U.S.  Offshore 
Funds  Directory,  Barclay  Hedge  Fund 
Report  and  the  Performance  and 
Evaluation  Directory  list  funds,  some 
available  to  U.S.  investors,  some  not. 
Republic  National  Bank's  Hedge 
Fund  Select  advises  clients  and  tracks 
funds'  results.  Van  Hedge  Fund  Advi- 
sors also  tracks  results.  IB 
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FINANCIAL  SERVICES 


Receive  Value  Line 
for  only  ^5:  $55 

An  introductory  subscription  to  The  Value  Line  Investment  Survey 

brings  you  the  2000-page  Investors  Reference  Library — Value  Line's  most 

recent  Ratings  and  Reports  on  1 700  stocks  and  the  practical  guide  How  to 

Invest  in  Common  Stocks.  You  will  also  receive  analyses  of  about  130  stocks 

each  week  for  10  weeks  forS65$55.  Available  only  once  every  three  years  to 

any  household    SPECIAL  BONUS:  J.K.  LASSER'S  Your  Income  Tax  1995. 

You  will  also  get  the  newest  edition  of  the  #  I  bestselling  tax  guide  for  58  years. 

You  get  •  all  the  latest  changes  and  pending  legislation  •  hundreds  ofpractical 

examples  and  tax-saving  strategies  •  a  free  update  supplement  •  tax  forms  for 

filing  •  a  24-hour  telephone  helpline.  (Free  with  your  trial  or  annual 

subscription...  while  supplies  last.)  Your  subscription  to  Value  Line  may  be 

tax-deductible.  Consult  your  tax  advisor.  Send  check  or  money  order 

along  with  name,  address  and  zip  code  together  with  this  ad  or: 

Call  Toil-Free  1-800-833-0046 

(Ext  2903-Dept.  416K27)  American  Express.  MasterCard  or  Visa  24  hours  a  day, 

7  days  a  week.  30  day  Money-Back  Guarantee  Allow  4  weeks  lor  delivery. 

NY  residents  add  sales  tax  Foreign  rates  upon  request. 


The  Value  Line  Investment  Survey' 

PO  Box  2037,  Secaucus. 

NJ  07096-2037 


Free  Trial  Issue 

Fidelity  Monitor 

Call  for  a  free  copy  and  information  about 
our  top-rated  newsletter  on  Fidelity  funds. 

(800)  397-3094 

Fidelity  Monitor  is  independent  of  Fidelity  Investments. 


BUSINESS  OPPORTUNITIES 


FINANCIAL  SERVICES 


"THE  TAX  EXILE  REPORT" 

by  Marshall  Langer 
Discover  how  you  can  become  a  suc- 
cessful legal  Tax  Exile.  Also,  learn 
the  secrets  of  dual  nationality  and 
escape  confiscatory  taxes. 

FREE  BROCHURE  AMD 

PRIVACY  NEWSLETTER 

Scope,  Box  4943,  Forestside  House, 

Forestside,  P0  9  6EE.UK 

Tel:  +44  705  631751  Fax:  +44  705  631 322 


SHARING 


IS  CARING 


For  15  years,  the  world's 
leading  source  of  information 
on  global  derivatives  and 
currency  advisors,  reporting  the 
performance  of  more  than  500 
funds  each  month. 
Managed  Account  Reports  Inc. 

220  Fifth  Ave..  NY,  NY  10001 
Fax  (2 12)  2 13- 1870  or  call 

Lydia  Soto  at  (212)  213-6202 


BUSINESS  OPPORTUNITIES 


Gain  Financial 
Independence  By 
Using  Inside  Secrets 
To  Help  Companies 
Get  Business  Loans 

(St.  Louis)  Every  day,  business  loans 
are  turned  down  because  borrowers 
either  didn't  approach  the  right  lender 
or  clearly  communicate  their  strengths. 

Enter  the  S&K  Group,  an  innova- 
tive CPA  firm  which  for  20  years 
has  helped  clients  fund  their  loans 
with  phenomenal  success.  S&K's 
"inside"  secrets  have  given  them  an 
almost  unfair  advantage,  attracting 
funds  for  their  clients  like  a  mag- 
net, receiving  a  substantial  fee  each 
lime  they  succeed. 

The  S&K  Group  is  now  training  as- 
sociates to  offer  this  same  service  in 
their  own  market  areas  to  clients  who 
have  been  knocking  on  the  wrong 
doors — and  who  have  been  making 
their  appeals  without  adequate  clarity, 
persuasiveness,  or  professionalism. 

In  addition  to  capital  acquisition 
skills,  S&K  associates  learn  how  to 
offer  expense  reduction  counsel.  Fo- 
cusing on  specific  overhead  areas,  as- 
sociates receive  half  of  the  first  year's 
savings  plus  half  of  all  refunds  they 
uncover.  Again,  their  fee  is  contingent 
on  results. 

With  fees  typically  ranging  from 
$  1 0,000  to  $50,000  or  more  on  a  si  ngle 
case,  just  one  client  each  month  can 
generate  a  six-figure  income.This  con- 
sultant business  requires  little  more 
than  a  personal  computer,  fax,  and 
phone.  Approximately  $12,000  is 
needed  for  start-up.  For  full  details,  call 
(800)  660-0330,  toll-free. 


S$S  900  NUMBERS  S$S 


Business  opportunity  of  the  decade! 

Low  investment,  high  income  programs! 

Potential  $10K-$50K  per  month! 

Live  Psychic,  Live  Chat,  Horoscope, 

Soap  Opera  Updates,  Sports  Scores, 
and  many  more!  Custom  programs  also 

available.  FREE  information  package! 


Call  International  Telecom  now!  1-800-865  1 000 


INCORPORATE  IN  DELAWARE! 


Specialists  In  setting  up  Delaware 
Corporations.  General,  Aircraft, 
Boat  &  Shelf  Corporations. 

TMuuk m    Call/Wri,e  ,or  *""  Krr- 

%$vistry         P.O.BOX484-FB 

mbki 


WHmington,  D€  19899 
800-321 -CORP  •  302-652-6532 


INCORPORATE 

BY  PHONE  OR  FAX 

800-318-7407 

FAX  302-652-6760 

CorpCo 


25 


Plus  stale 
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THE  TAX  HAVEN  REPOh 

by  Adam  Starchild 

Secure  your  life,  freedom  and  as.'  j 
away  from  coercion  and  high  ta> 
Over  30  Tax  Havens  discussed  i 
detail.  Legal  for  Americans. 

Scope,  Box  2056,  Forestside  House, 

Rowlands  Castle,  Hants,  P09  6EE,  Ur 

Tel:  44  1705  631751  Fax:  44  1705  63 
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EDUCATIONAL  SERVICE 


University  Dearee 


Approved  Self  Paced  Home  Stu] 
Associate  Bachelors  Masters  Do  I 
Business  Admin,  Public  Admin,  hi 
Care  Admin.  Human  Resources.  Fir  I 
International  Business,  Tech  Mgmt  T 
Paralegal,  Psychology,  Call  for  broil 
(800)  477-2254  (24  hrs) 
Southern  California  Universil  I 
for  Professional  Studies 
1 840  E.  1 7  St-F.  Santa  Ana,  CA  91 


COLLEGE  DEGR 

BACHELOR'S  •  MASTER'S  •  DOCTCl 

For  Work.  Life  and  Academic  Exper 

Earn  your  degree  thnl 
convenient  home  st ' 

(800)  423-3244  ex 
Fax:    (310)471-641 

send  detailed  resume  lor  fpcecv,  I 

Pacific  Western  UnivehJ 

IZIOAuahiStnwI.IMIH  Honolulu  HI  9681 


FREE  VIDEO,  19 


EXTERNAL  DEGRE  > 

BA/BS  MS/MBA  PhD/JC 
|  Credit  lor  work/life  exp.  •  Accre  »C 
(800)  955-8879  (24  hrs. 

LaSalle  Universit 

|  Dept.  879  Mandeville,  LA  70470 


Send  for  a 

FREE 
CATALOG 

of  business  books  for 
by  fhe  U.S.  Govern m< 

Write  to: 

Free  Business  Catalog 

U.S.  Government  Printing  C 

Office  of  Marketing — Stop  ! 

Washington,  DC  20401 


FOREIGN  REAL  ESTATE 


VOICE  MAIL 


EXECUTIVE  GIFTS 


Joint-stock  commercial  bank  TVERUNiVERSALBANK  of 
Russia  seeks  partners  to  complete  the  following  projects 
in  real  estate  development: 

Construction  of  International  Business  Centers — near  Gagarin  Square  in  downtown 
Moscow  (total  office  space  18-22.000  sq  meters.  60%  of  the  space  reserved  for  investor) 
in  Novye  Cheremushki  district  of  Moscow  (18.000  sq.  m:  60%  reserved  for  investor) 

a  Construction  of  Suburban  Hamlets— 15  km  to  the  south  of  Moscow  (17  houses)  45  km 
to  the  north  of  Moscow  (75  houses). 
Construction  of  a  Shopping  Mall— 1 0.000  sq.  m.  of  floor  space.  Yugo-Zapadnaya  (S-W ) 
Metro  Station 

TVERUNIVERSALBANK  offers  office  space  in  Moscow  and  the  suburbs;  houses  for 
irn/U  sale  10  km  to  the  south  of  Moscow  (7  houses  at  S80.000  each)  and  a  shopping  center 
*f  (1.000  sq.  m.  of  floor  space,  near  Yugo-Zapadnaya  (S.-W.)  Metro  station,  $1,000,000 
(construction  to  be  completed  by  December  31.  1994).  The  Bank  provides  all  kinds  of 
consulting  services,  assistance  in  acquiring  and  managing  stock  portfolios  of  privatized 
enterprises  in  Russia.  Contacts:  in  NYC  (212)  664-0977,  fax  (212)  245-4035,  in  Moscow 
(095)  299-0322,  299-46-70,299-4021 .  fax  (095)  203-7361. 
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EXECUTIVE  GIFTS 


TO  INDIA 


provide  overseas,  office 
:qrcJ    &  any  assistance  needed 
""  '-      to  enter  this  Vast  Market 

Greg  Robertson- 


MM 
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106  S.  Central  Ave. 
Alexander  City  Al  35010 


5)  329-2959  ■  Fax  329-9525 


iSCELLANEOUS  FOR  SALE 


/E  BUY  DIAMONDS! 

Call  or  fax  GIA  info 

for  cash  offer. 

-Any  quantity!- 

HOUSE  OF  ONYX 

St.,  Greenville,  KY  42345 
0-844-3 100  or  FAX  502+338-9605 


(SfOf 


AUTOMOBILES 


Automotive  art  meant  to  be  driven 
....  echoes  of  '30's  French  carros- 

siers Craftsmanship  in  design, 

metals,  wood. . .  .V-8  engine  & 
modern  technology. . .Comfort. 
Attention  to  every  detail,  from 
$98,900.  Brochure  &  video  $20.00 
TLC  Carrossiers,  Inc.  Palm  Beach,  FL 
407-844-5411 


FRANCHISE  CONSULTING 


Franchise 

your  business! 

For  the  expert  help  you  need  to 
become  a  franchisor,  call: 
1-800-877-1103 

Froncorp 

Specialists  in  Franchise  Development        -3 
%te  fir*  ■  Cfacay '  Lot  *jqttci*Wev  fl  ■  M«t«  City  *  Bwnoi  htn^ 


CONTACT  LENSES 


CONTACT  LENS 
REPLACEMENTS 

SAVE  UP  TO  70% 
All  Brands.  100%  guaranteed.  Sealed 

Vials.  No  Clubs  to  Join.  Prescription 

Required.  Call  for  prices  &  free  catalog 

1-800-568-5474  ext.  5 


j>rbes:CapitalistTooP 


GET  THE  MESSAGE 
-OR  ELSE! 


Don't  trade  your  lite  for  a  lost  message! 

Windows-Based 

♦  Voice  Mail 

♦  Auto  -Attendant 

♦  Fax  -  On  -  Demand 

1 '800-934-4864 

TALKING  TECHNOLOGY,  INC.     I, 
77/ 


CELLULAR  PHONES 


TWO  CELLULAR  PHONES 

WITH  THE  SAME  NUMBER 


Order  this  Motorola  Flip  Phone 

and  we'll  program  it  with  the 
same  number  as  your  existing 
cell  phone.  No  second  monthly 
bill!  No  second  number  to 
remember!  Your  Extension  f* 
phone  works  everywhere. 

Only  $495 

Other  programming 

from  $200  & "■':, 

1  -800 -81 9-9979  Eit.  #1 

JEM  MARKETING,  LLC 

100  SpringdaJe  Road/Suite  A3-113 
WBP  Cheny  Hill,  NJ  08003 


EXECUTIVE  GIFTS 


HAND  CARVED  MAHOGANY 
JET  FIGHTERS 


•  16"  to  22"  models  ore  tond 
crafted  from  solid  morogofty  with 
hondpoirrted  markings  and  detoils 

•  Over  160  models'  h  stock 

•  PncedfromS9950 

•  Satisfaction  guaranteed 

Call  1-800-950-9944 


I^itiTIC 


woaniuMHC  turns 
tooxommi 

U255Na*7*fcSir«t 
ScemUc  Arpart.AZ  83260 

KffilfflMI  —    *B 


FOR  INFORMATION 

WRITE  OR  CALL: 

LINDA  L0REN 

FORBES  MARKET/ 

CLASSIFIED 

60  Fifth  Ave    H  Y    NY  10011 

(212)  620-2440 
FAX  (212)  620-2472 


Ambassador  Lapel  Flags  s 

Your  Logo  with  any  flag  mix 

•  24K  Gold-finished  •  Full  colors 

•  100%  U.S.A.-made 

Free  brochure:  Ambassador  Flag  Line 
Delivery:  14  business  days  Worldwide. 

T  M  E  Co.,  Inc.  101  Bel  Air  Drive 
New  Mitford,  CT  06776,  U.SA 

(800)  535-6355  •  Fax  (203)  354-2786 


AUDIO  BOOKS 


BOOKS 
ON  TAPE 


■  vvono  s  Largest  belection  ol  Audio  Books  < 

Bestsellers  • 

on  Cassette  f 

Full-length  '% 

Readings  t 

•  Call  for  Free  I 
Brochure 


(800)  626-3333 


GOLF  VACATIONS 


Hilton  Head  Island,  SC 

Where  you  stay  says  a  lot  about  where 
you  play  We  offer  tailor-made  golf 
packages  &  guaranteed  tee  times  on 
all  courses  within  30  miles  from  public 
to  semi-private  and  then  some  Play 
well  &  live  well  from  oceanfront  to 
golf-view  private  homes  and  villas. 
Enjoy  12  miles  of  Atlantic  beach, 
tennis,  shopping,  fine  dining  &  many 
other  activities  to  keep  you  entertained 
day  &  night.  Call  800-476-4885  toll- 
free  in  the  U  S  &  Canada  for  a  free 
brochure  Fax  803-686-2650. 
Island  Getaway,  P.O.  Box  5429, 
Hilton  Head  Island,  SC  29938. 


STEEL  BUILDINGS 


Buy  Factory  Direct. 

Steel  Buildings.  All  sizes.  Ideal 

from  Back  Yard  Shops,  Airplane 

Hangars,  R V  &  Boat  Storages  to 

Large  Commercial  applications. 

Do-it-yourself  or  complete  set  up. 

20  year  warranty.  Call  for  free 

brochure.  STEELMASTER 

1-800-526-1110. 
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Nynex  rings  the  bell 

Nynex  Corp.  has  been  taking  a  drub- 
bing in  the  press  lately  tor  failing  to 
meet  such  regulatory  service  goals  as 
responding  quickly  to  customer  com- 
plaints. As  for  Big  Board-listed  Nynex 
stock,  for  much  of  the  past  year  or  so 
it's  been  stuck  in  the  mid-  to  high  30s. 
Recent  price,  38V2. 

Nynex  has  taken  a  bad  rap,  say  the 
bulls,  who  see  a  silver  lining  in  its  near- 
term  problems.  Nynex,  they  explain, 
is  having  difficulty  keeping  up  with  an 
unexpected  surge  in  access  lines  and 
volume.  Indeed,  last  year  its  customer 
base  in  New  York  State  alone  was  up 
3.3%,  versus  average  industry  growth 
of  around  2%.  Because  of  improving 
economies  and  higher  equipment  uti- 
lization, the  rest  of  Nynex's  service 
area — the  five  New  England  states — 
also  is  showing  good  growth.  Thanks 
to  both,  last  year  Nynex  managed  to 
offset  a  New  York  Public  Service 
Commission-ordered  revenue  cut  of 
$323  million. 

One  bull,  analyst  Donna  Coward  of 
Richmond,  Va. -based  Wheat  First 
Butcher  &  Singer,  figures  that  Ny- 
nex's productivity  was  up  13%  last 
year  on  a  nearly  9%  reduction  in  the 
employee  rolls.  And  the  payroll  cut- 
ting continues  apace. 

The  consensus  estimate  of  Wall 
Street  analysts  is  that  Nynex  will  earn 
around  $3.25  a  share  this  year,  up 
from  $2.97  in  1994.  With  Nynex 
stock  trading  at  around  12  times  esti- 
mated earnings  and  yielding  6.1% — 
putting  Nynex  at  the  lower  end  of 
valuations  for  Bell  operating  compa- 
nies— some  analysts  predict  the  stock 
will  make  45  over  the  next  12 
months.  -Richard  Phalon 

Chipmakers'  maker 

Watkins-Johnson  Co.,  based  in 
Palo  Alto,  Calif.,  made  its  name  as  a 
maker  of  aerospace  and  defense  elec- 
tronics systems.  But  in  recent  years 
the  $333  million  (sales)  company's 
growth  has  come  from  its  other  main 
business — equipment  for  the  manu- 
facture of  semiconductors.  Last  year 
this  division  accounted  for  more  than 
70%  of  profits. 

Between  1992  and  1994  earnings 
per  share  quadrupled,  from  66  cents 
to  $2.64.  The  stock,  too,  shot  up  to 
35%  by  the  spring  of  1994,  but  has 
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since  stalled.  Recent  NYSE  price,  34%. 

Time  to  buy,  say  Morgan  Stanley 
analysts  Robert  Maire  and  Phil  Fried- 
man. They  note  that  Watkins- John- 
son's growing  strength  is  in  the 
Asia/Pacific  market,  which  in  the 
fourth  quarter  accounted  for  61%  of 
semiconductor  equipment  orders, 
over  half  of  that  from  Japan.  In  the 
current  quarter,  the  company  expects 
a  few  large  orders  from  Hitachi  and 
Toshiba,  which  in  the  past  designed 
their  own  equipment.  In  addition, 
Watkins  enjoys  good  growth  pros- 
pects on  the  commercial  side  of  its 
electronics  business;  it  manufactures 
digital  signal  processing  transceivers 
for  cellular  telephones. 

The  Morgan  Stanley  analysts  pre- 
dict Watkins-Johnson  will  earn  $3.20 
a  share  this  year,  up  21%,  and  are 
looking  for  $3.60  in  1996.  They  ex- 
pect Watkins  stock,  selling  for  a  cheap 
11  times  estimated  1995  earnings,  to 
hit  45  over  the  next  12  months,  a  30% 
gain  from  current  levels. 

Play  ball 

Last  summer  ragtag  conglomerate 
Figgie  International  unloaded  some 
businesses  to  raise  cash.  Among  them 
was  Rawlings  Sporting  Goods  Co., 
Inc.,  the  official  supplier  of  baseballs 
to  the  major  leagues.  Based  in  Fen- 
ton,  Mo.,  Rawlings  was  sold  to  the 
public  on  June  30  at  a  price  of  $12  per 
share;  Figgie  pocketed  $127  million, 
including  a  one-time  cash  dividend. 

Alas,  baseball  has  come  in  for  a  lot 
of  bad  publicity  since  a  strike  shut 
down  the  majors  last  summer,  and 
Rawlings  stock  has  advanced  only 
slightly  since  then,  to  a  recent  o-t-c 
price  of  14.  But  with  spring  season 
soon  upon  us  and  the  Clinton  Admin- 
istration looking  for  a  victory  by  end- 
ing the  baseball  strike,  analyst  Timo- 
thy Conder  of  A.G.  Edwards  &  Sons 
recommends  taking  a  swing  at  Rawl- 
ings' 7.65  million  shares. 

Baseball-related  products — includ- 
ing gloves,  balls,  bats,  helmets,  pro- 
tective gear  and  team  uniforms — 
make  up  about  60%  of  Rawlings' 
$150  million  in  sales.  It  holds  a  lead- 
ing 33%  share  of  the  estimated  $170 
million  (wholesale)  U.S.  market  for 
baseball  gloves.  The  company  also 
makes  gear  and  uniforms  for  basket- 
ball, football  and  hockey. 


Basket  of  Rawlings  balls 
A  sporting  proposition 


Preseason  orders  for  RawlinALHc 
baseball  goods  were  strong,  wii  id 
overall  backlog  dollars  up  15%  ov  mn 
last  year.  And  while  the  compam)  fsright 
lines  are  firmly  entrenched  at  b  -.  >; 
chains  like  Wal-Mart  and  Sports  A\  ioiis 
thority,  Rawlings  is  now  seeking  o*  ij'tb 
customers  among  smaller  regior* 
sporting  goods  outlets.  ;: 

Another  plus:  Rawlings  generan   r 
excess  cash  flow  because  its  capi  | 
spending  needs  are  light;  outside  st 
pliers  provide  60%  of  its  produci 
When  Rawlings  went  public,  debt  v  I 
over  60%  of  capital;  Conder  says 
the  end  of  its  current  fiscal  year  dt  i 
will  already  be  down  to  around  50 

Conder   estimates    Rawlings    \< 
earn  $1.25  a  share  in  the  fiscal  vT" 
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a- 
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ending  August  1995,  and  $1.50  i 
following  fiscal  year.  He  thinks  Ra 
ings  stock  is  cheap  at  1 1  times  proj 
ed  earnings  and  expects  it  to  reach 
up  33%,  by  this  fall.  Not  a  home  r  I, 
maybe/but  a  strong  base  hit. 


Hog  cycle  victim 

When  Streetwalker  last  wrote  t 
IBP,  Inc.,  the  world's  largest  prodi 
of  both  fresh  and  boxed  beef  and  p 
products,  we  recommended  buy 
the  NYSE-listed  stock  at  17%  (Apr. 
1992).  By  last  fall  IBP  stock  had  d 
bled,  to  35V2. 

IBP  (1994  sales,  $12.1  billion) 
up  on  the  weakness  of  hog  pri 
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pfaich  in  1994  were  the  lowest  in  20 

ears.    This    created    a    tremendous 

pread  between  the  cost  of  hogs  to  ibp 

nd  the  price  at  which  it  could  sell 

inished  pork  products.  In  the  fourth 

|uarter,  operating  margins  for  Dako- 

a   City,   Neb. -based  ibp   hit   4.6%, 

tightest  ever.  Last  year  its  earnings 

aore  than  doubled,  to  S3. 79  a  share. 

Alas,  ibp  stock  has  lately  sold  down 

o  just  under  30  on  the  heels  of  a 

;overnment  report  that  showed  pro- 

ucers  of  hogs  and  pigs  are  cutting 

ack.  With  hog  prices  expected  to 

se,  ibp's  high  pork  margins  are  al- 

iost  certain  to  erode.  William  Leach, 

ood  analyst  for  Donaldson,  Lufkin  & 

nrette,  estimates  IBP's  pork  division 

rofits  will  drop  30%  this  year. 

But  Leach  thinks  ibp's  stock  has 

een  oversold.  He  notes  that  ibp's 

ork  business  accounts  for  less  than 

0%  of  earnings,  and  that  its  much 

irger  beef  business  continues  to  do 

.11.  He  looks  for  1995  earnings  to 

i  wiecline  8%,  to  S3. 50  a  share,  and 

cover  modestly  to  S3. 75  in  1996.  If 

:'s  right,  then  ibp  stock  sells  for  8.5 

nes  estimated  1995  earnings.  Even 

}-> According  IBP  the  lowest  multiple  of 

c  27  food  and  beverage  stocks  he 

resoc  allows,    Leach    argues    the    stock's 

'orth  around  1 1  times  earnings,  the 

vest  p/e  for  which  it  traded  in  1992 

d  1993.  He  expects  ibp  stock  to 

bound  to  37  this  year,  nearly  25% 

icjvcr  current  levels. 

Tiankyou,FDIC 

mdjJAST  ISSUE,  regional  banking  analyst 

ichael  Mayo  of  Lehman  Brothers 

cdicted  that  on  Jan.  31  the  Federal 

;[;i)t(eposit  Insurance  Corp.  would  slash 

^tos  premiums  from  24  cents  per  S100 

deposits   to   8    cents   per    SI 00 

., Streetwalker,   Feb.   13).  Mayo  said 

ch  a  move  would  add  5%  to  a  typical 

ank's  sustainable  earnings. 

Mayo  was  too  conservative.  The 

>IC  voted  to  cut  deposit  insurance 

-emiums  to  just  4  cents  per  $100,  a 

te  that  will  apply  to  over  90%  of  all 

inks.  This  will   take  effect  in  the 

...:p:cond  half  of  1995  and,  says  he,  add 

.  -jy  5%  to  banks'  earnings  over  time. 

Mayo  still  likes  the  three  regional 

,.;,juiks  that  he  recommended:  Core- 

ates  Financial  f  recent  price,  28 Vi), 

ellon  Bank  (37)  and  NationsBank 
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AmericanHeritage  Magazine  presents 

National   Parks  of  the   North: 

Montana   by   Private   Rail 

June  20-28,1995 


T  his  summer  join 
AmericahHeritage  for  a 
journey  to  (.lacier  and 
Yellowstone  National 
Parks  and  Little  liighorn 
National  Monument. 
Between  visits  to  the 
parks,  we  spend  four 
days  on  our  deluxe  pri- 
vate train,  the  N&rfhtm 
l\irks  Limited,  crossing  the 
Continental  Divide  on  the 
former  Northern  Pacific 
Railroad.  National  parks 
and  railroad  historian 
Alfred  Runte  will  accom- 
pany the  tour   Other 
highlights  of  the  journey 
inc  hide  traversing  the 
Reartooth  and  Going- to- 
thc-Sun  highways  and      y 
driving  along  the  / 

Ciallatin  and  / 

Yellowstone  Rivers 
where  A  Uivei  Runs        \ 
Ihiowjh  ll  was  filmed.     \ 
For  a  brochure  and 
more  information  call 
(800)  795-5700. 


' 


Imagine  a  direct  response 
guide  so  unique  it  has  the 
power  to  expand  your 
marketing  horizons. 


For  More  Details  on  the 
Meetings  & 
Conventions 
Planner:  Call 

Linda  Loren  (212) 
620-2440  or  Donna 
Tarr  (212)  620-2339 
Or  Fax: 
(212)620-2472 
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For  Your  Next  Meeting,  Aim  a  Little  Higher. 
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DC 


Deep  in  the  Southern  Rockies  lie  two  hundred  and  fifty  spectacular  square  miles 

known  as  Forbes  Trinchera.  Its  tallest  peak  reaches  14,345  feet  into  the  Colorado  sky,  and  its 

mountains  sweep  down  into  valleys  as  green  and  fertile  as  a  Kentucky  meadow. 

This  historic  tract  of  land  was  bought  by  publisher  Malcolm  S.  Forbes  in  1969  as 

a  natural  escape  to  a  place  far  from  Wall  Street  and  corporate  stress.  It  is  this  aspect  of  this 

wonderful  land  that  the  Forbes  family  have  decided  to  share  with  like-minded  colleagues. 

The  buildings  of  Forbes  Trinchera  have  been  remodeled  to  provide  superb 
accommodation,  but  it  is  still,  essentially,  a  ranch. 

Whilst  there,  you  can  ride  the  land  on  horseback,  or  on  trail-bike.  You  can  fly-fish  on  its  miles 

of  streams,  or  hike  its  thousands  of  trails.  You  will  have  special  rights  at  a  nearby 

golf  and  swimming  club,  or  you  can  shoot  skeet  until  every  clay  looks  as  big  as  a  house. 

And,  when  there's  work  to  be  done,  our  main  conference  room  can  seat  up  to  sixty. 

However  you  choose  to  use  it,  Forbes  Trinchera  will  provide  a  lookout  point  from  which  to  view 
the  world.  Two  hundred  and  fifty  square  miles.  Fifty  staff.  Mountains.  Valleys.  Lakes.  Streams. 

Call  1-800-FORBES-5,  and  allow  us  to  tell  you  more. 


indi 


Forbes  Trinchera  Ranch 

A  Forbes  Executive  Retreat 
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EDITED  BY  DERO  A.  SAUNDERS 


'The  more  things  change  . . ." 
70  years  ago  in  Forbes 

From  the  issue  of  Mar.  1 ,  1925 ) 


see  companies  which  own  and  operate 
plants  in  different  sections  of  the 
country  confined  to  a  limited  area." 


Elwood  Haynes' 
first  automobile 
assembly  plant, 
in  Kokomo,  Ind., 
shown  as  it 
appeared  circa 
1894. 


'We  had  offers  from  the  circus  to 
how  our  car,  and  actually  did  put  one 
lath  its  driver  in  John  Robinson's 
ircus;  and  [in  1894]  we  received 
i400  from  the  Columbus  Fair  for 
howing  three  of  our  cars  and  running 
wo  of  them  around  the  track  to  the 
xcited  cheers  of  the  spectators." 
-Auto  pioneer  Elwood  Haynes 

:In  the  three  months  following  the 
^oolidge  landslide  there  was  a  turn- 
over of  fully  150  million  shares  of 
tock  on  the  New  York  Stock  Ex- 
hange,  during  which  it  has  been 
stimated  that  the  market  value  of  the 
hares  of  a  number  of  representative 
orporations  actively  traded  in  was 
lcreased  by  fully  SI. 5  billion." 

>0  years  ago 

From  the  issue  of  Mar.  1, 1935) 
From  all  accounts,  [Doris  Duke's] 
igantic  wealth  has  brought  her  more 
melight  than  happiness,  notwith- 
tanding  that  she  has  earnestly  striven 
D  be  allowed  to  live  a  perfectly  nor- 
lal  life.  Are  her  multiple  millions  a 
lessing,  or  the  reverse?  My  conclu- 
lon  is  that  it  is  a  mistake  for  any  man 
D  give  up  everything  else  ...  to  pile 
p  an  abnormal  fortune." 

President  Roosevelt,  I  learn,  has 
leas  not  publicly  revealed  about  re- 
acting the  size  of  enterprises.  I  am 
Did  that  his  extreme  hostility  to  large 
tility  corporations  is  due  partly  to  the 
ict  that  he  wants  big  businesses  se- 
erely  curbed,  that  he  is  not  only 
gainst  the  creation  of  any  more  tow- 
ring  organizations,  but  would  like  to 
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50  years  ago 

(From  the  issue  of  Mar.  1, 1945) 
"Three  nationally  important  devel- 
opments are  foreshadowed:  Enor- 
mous growth  of  manufacturing  in  the 
South.  Great  expansion  in  the  West. 
Decentralization:  the  locating  of  new 
plants  away  from  such  concentrated 
centers  as  Akron,  Pittsburgh,  De- 
troit. .  .  .  Spectacular  beyond  prece- 
dent has  been  the  construction  of 
airplane  factories  and  shipbuilding 
yards  on  the  Pacific  Coast.  Moreover, 
a  $100  million  steel  mill  was  brought 
into  being  in  California  and  a  $200 
million  steel  mill  in  Utah,  to  meet  war 
requirements." 

"The  latest  step  in  the  red-hot 
controversy  over  America's  postwar 
international  aviation  policy  has 
been  taken  by  the  Senate  Com- 
merce Subcommittee  on  Aviation, 
which  proposes  to  let  a  single  'com- 
munity company'  handle  the  na- 
tion's foreign  commercial  flying. 
The  company's  stock  would  be  con- 
trolled jointly  by  Pan  American  Air- 
ways, domestic  airlines,  rail  and 
steamship  lines." 


The  Ercoupe  was  designed  and  market- 
ed as  the  postwar  "flivver  of  the  air." 
It  didn't  make  it. 


25  years  ago 

(From  the  issue  of  Mar.  1, 1970) 
"Market  research  outfit  Audits  & 
Surveys  reports  that  of  the  359,000 
U.S.  eating  establishments,  over  half, 
or  193,000,  are  of  the  counter-service 
variety.  And  while  the  number  of 
restaurants  of  all  kinds  decreased 
slightly  in  the  last  five  years,  the  num- 
ber of  drive-ins  increased  by  46%,  to 
10%  of  the  total." 

"Even  that  crusty  old  populist, 
Chairman  Wright  Patman  of  the 
House  Banking  Committee,  ap- 
plauded when  Dr.  Arthur  F.  Burns 
succeeded  William  McChesney  Mar- 
tin Jr.  as  chairman  of  the  Federal 
Reserve  Board;  and,  when  Burns  indi- 
cated that  he  thought  it  might  be  time 
for  loosening  controls  on  credit,  the 
stock  market  jumped  14  points." 

Everybody  loved 
Arthur  Burns  as 
incoming  head  of 
the  Fed,  with  his 
hints  of  lower 
interest  rates 
and  easier 
credit. 


years  ago 

(From  the  issue  of  Feb.  25, 1985) 
"Appropriations  for  1985,  the  sums 
that  officers  of  the  1 ,000  largest  man- 
ufacturing corporations  tell  the  Con- 
ference Board  they  will  approve  for 
[capital]  spending,  are  now  expected 
to  be  1 3%  less  than  last  year.  But  these 
numbers  do  not  portend  an  invest- 
ment downturn.  Appropriations  had 
jumped  almost  40%  in  1984.  So  capi- 
tal spending  this  year  will  approach  a 
level  one -third  higher  than  in  1983." 

"Can  the  dollar  stay  this  strong?  Can 
it  hold  on  until  you  hop  on  the  plane 
this  summer?  Surprise — you  can  lock 
in  foreign  currency  rates  and  spare 
yourself  the  suspense.  How?  Simply 
by  purchasing  foreign  currency  travel- 
er's checks  with  your  U.S.  dollars, 
right  now."  M 

165 


■  liH]lFHil«i]Illill:llHimiilHH 


Don't  you  feel  disgusted 
when  you  see  some  fellow 
strutting  along  with  the 
air  of  a  peacock7.  Doesn't 
the  pompous  gentleman  cause 
you  to  laugh — or  swear7. 
Isn't  vanity  the  essence 
of  childishness7.  I  have 
been  trying  to  analyze  in 
my  own  mind  whether  more 
or  fewer  of  our  so-called 
big  men  are  obsessed  with 
pride  today  than  20  years 
ago.  I  believe  that  more 
of  our  leaders  are  now 
democratic,  approachable, 
likeable  fellows  than  was 
the  case  in  the  earlier 
years  of  this  century.  .  .  . 
The  press  and  the  people 
have  abundantly  brought  it 
home  to  the  rich  that  their 
riches  do  not  entitle  them 
to  any  special  deference 
or  homage.  .  .  . 


-B.  C.  Forbes 


Life  is  a  wonderful  thing 
to  talk  about,  or  to  read 
about  in  history  books — but 
it  is  terrible  when  one 
has  to  live  it. 
-Jean  Anouii.h 

Life  is  seldom  as  unendur- 
able as,  to  judge  by  the 
facts,  it  ought  to  be. 
-Brooks  Atkinson 

The  art  of  living  is  more 
like  wrestling  than  dancing. 
-Marcus  Aurelius 

The  life  of  every  man 
is  a  diary  in  which 
he  means  to  write  one 
story,  and  writes 
another;  and  his 
humblest  hour  is  when 
he  compares  the  volume 
as  it  is  with  what  he 
vowed  to  make  it. 
-James  M.  Barrii 
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A  Text.  .  . 

Let  us  hear  the  conclu- 
sion of  the  whole  matter: 
Fear  God,  and  keep  his 
commandments:  for  this 
is  the  whole  duty  of  man. 
For  God  shall  bring  every 
work  into  judgment, 
with  every  secret  thing, 
whether  it  be  good,  or 
whether  it  be  evil. 
-Ecclesiastes  12:  13-14 


Sent  in  by  Carol  H.  Krieger, 
Honolulu,  Hawaii. 
What's  your  favorite  text? 
The  Forbes  Scrapbook 
of  Thoughts  on  the  Business 
of  Life  is  presented  to  senders 
of  texts  used. 


I  don't  understand  life 

at  all,  but  I  don't 

say  it  is  impossible 

that  God  may  understand 

it  a  little. 

-Jules  Renard 

Life  is  half  spent  before 
one  knows  what  it  is. 
-French  proverb 

How  soon  do  we  forget 
What  elders  used  to  know: 

That  children  should  be  raised, 
Not  left  like  weeds  to  grow. 

-Art  Buck 


More  than  9,000  "Thoughts,"  indexed  by  author  and 
subject,  are  available  in  a  three-volume  boxed  set  at 
$69.50  ($27.50  per  volume  if  purchased  separate- 
ly). Also  available,  a  one-volume  edition  of  over 
3,000  "Thoughts."  Price:  $27.50.  Send  check  and 
order  to  Forbes  Books,  P.O.  Box  11234,  Des  Moines, 
IA  50340.  Add  sales  tax  on  orders  in  New  York  State 
and  other  states  where  applicable.  For  faster  service 
call  1-800-234-4553  and  charge  to  your  credit  card. 


Life  as  we  find  it  is  too 
hard  for  us;  it  entails 
too  much  pain,  too  many 
disappointments,  impossible 
tasks.  We  cannot  do  without 
palliative  remedies. 
-Sigmund  Freud 

The  life  force  is  vigorous. 
The  delight  that  accompanies 
it  counter-balances  all  the 
pains  and  hardships  that 
confront  men. 
-Somerset  Maugham 

Life  is  the  only  art  that 
we  are  required  to  practice 
without  preparation,  and 
without  being  allowed  the 
preliminary  trials,  the 
failures  and  botches,  that 
are  essential  for  training. 
-Lewis  Mumford 

The  art  of  life  is  to 
know  how  to  enjoy  a  little 
and  to  endure  much. 
-William  Hazlitt 

Nothing  is  so  false  as  human 
life,  nothing  so  treacherous. 
God  knows  no  one  would  have 
accepted  it  as  a  gift,  if 
it  had  not  been  given 
without  our  knowledge. 
-Seneca 

Life  is  easier  to  bear 
than  you  think;  all  that 
is  necessary  is  to  accept 
the  impossible,  do  without 
the  indispensable,  and  bear 
the  intolerable. 
-Kathleen  Norris 

Life  is  little  more  than 

a  loan  shark:  It  exacts  a 

high  rate  of  interest  for 

the  few  pleasures  it  concedes. 

-Pirandello 

Every  man  is  born  to  one 
possession  which  outvalues 
all  his  others — his  last 
breath. 
-Mark  Twain 

Forbes  ■  February  27,  19S 
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The  National 
Chrysler-Plymouth  Sal 

Is  On  Now! 


Get$ 
up  to 


Plymouth  Neon 

1,200  OFF 


Chrysler  Concorde 

ft%684'OFF 


GetS 


Chrysler  New  Yorker 


over 


i#w  OFF 


Plymouth 


See  Your  Local  Chrysler-Plymouth  Dealer  Now. 


•On  new  "95  stock.  Up  to  $600  cash  back  on  select  option  packages.  Up  to  $600  pkg.  values.  **$U50  cash  back  on  Concorde  with  D  pkg.  &.  3.5  liter  engine  plus  $334  in  pkg.  values. 
'Get  $1,338  cash  back  on  select  option  pkgs.  and  up  to  $523  in  pkg.  values.  Pkg.  values  based  on  total  value  of  pkg.  items  vs.  usual  discounted  pkg.  MSRP.  Always  wear  your  seat  belt. 
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Tecnnoiogy, 


George 
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. 


Broadband  Murder 
Manhattan? 

Newt's 
Brave  World 

U.S.  Fiber-Optic 
Pullout  Map! 


his  will  work, 


This  will  change 
the  way  you  work. 


Copie 


MFP 


N, 
ow  Danka/Omnifax  puts  every  feature  you 

need  in  one  multifunctional  package.  With  the 

MFP  420  connected  to  your  PC,  you  can  fax  directly 

from  any  Windows  application.  Or  print  laser  quality 

Jocuments  at  6  ppm  and  200  dpi.  And  scan  text  and 

graphics  into  your  PC  for  impressive  documents  in  just 

minutes.  Not  to  mention  convenience  copying.  And  when 

)u  network  with  other  MFP  420s,  you  can  send  and  receive 

original,  editable  PC  files.  It's  like  mailing  a  floppy  disk, 

instantly! 

So  why  buy  a  single  function  fax  machine,  when  the  MFP  420  will  I 
connect  you  to  so  much  more? 

For  more  information  call  800-221-8330. 
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"The  best  online 

trading  software 

I've  seen!' 


Inane. 


-  Walter  Mossberg, 
Smart  Money  (2/94) 


"The  newest, 

brightest  and 

jazziest  brokerage 

software!' 

-  Forbes  (6/20/94) 

"A  pioneer 
of  electronic 


•>•> 


investing 

-  Newsweek  (6/6/94) 
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Schwab's  Widely  Acclaimed 

Investment  Software  Lets  You 

Act  Like  Your  Own  Broker. 


Many  of  todays  well-known  financial  publications 
.  have  described  StreetSmart™  as  a  breakthrough  in 
personal  investment  software. 

Now  Available  for  Mac®  and  Windows™ 

With  StreetSmart,  you  can  buy  and  sell  stocks,  bonds, 
options  or  mutual  funds  using  your  own  computer.  Also, 
you  can  track  your  account  balances,  check  quotes  and 
enter  orders — 24  hours  a  day. 

Get  Important  News  and  Information 

StreetSmart  also  gives  you  immediate  access  to  financial 
newswires,  research  information  and  forecasts  from 
independent  Wall  Street  analysts. 


Save  Even  More  on  Commissions 

Plus,  when  you  place  trades  with  StreetSmart,  you 
will  save  an  additional  10%  off  Schwabs  everyday  low 
commissions. 

Schwabs  widely  acclaimed  StreetSmart  software  is 
available  for  only  $59.00.  Just  stop  by  one  of  our  more 
than  200  offices  for  a  free  demonstration  or  call: 

1-800-472-4922  ext.  74B 

Charles  Schwab 

Helping  Investors  Help  Themselves® 


©1994  Charles  Schwab  &  Co.,  Inc.  All  nghis  reserved.  Member  SIPC/NYSE.  (11/94) 
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Is  she  more  loyal  to  your  competition 
than  she  is  to  you?  j 


$1994  AT&T  Global  Information 


, 


\ 
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Relationship  marketing.  Frequent  customer  programs. 
Companies  spending  millions  building  customer  loyalty 

A  lot  of  which  they  could  be  saving.  If  only  they  knew 
more  about  the  people  they're  marketing  to. 

For  instance,  if  an  airline  knew  that  15%  of  its  best 
customers  racked  up  twice  as  many  miles  on  another  carrier, 
think  how  it  could  change  the  way  they  market  to  them. 

If  a  soft  drink  company  knew  which  customers  in 
specific  neighborhoods  of  every  city  wanted  which  product, 
think  how  it  could  impact  distribution  and  promotions. 

There's  no  doubt  about  it.  Customer  information  can 
be  the  most  powerful  tool  a  company  has. 

And  of  all  the  information  companies  out  there,  we're 
the  one  that  best  unites  the  strengths  of  both  computing 
and  communications  in  our  solutions. 

Our  Get  IT,  Move  IT,  Use  IT™  Customer  Focused 
Solutions  are  already  at  work.  Helping  one  of  the  world's 
largest  retailers  understand  customer  buying  habits  by  store. 
So  they  can  stock  what  people  want  most,  while  reducing 
out-of-stock  occurrences  and  markdowns. 

Helping  banks  minimize  the  time  and  expense  of  loan 
approvals.  Reducing  processing  time  to  as  little  as  15  minutes, 
while  cutting  out  up  to  25%  of  the  cost.  Helping  phone 
companies  cross-sell  services  and  identify  new  opportunities. 

There's  a  Customer  Focused  Solution  tailored  to  your 
industry  And  your  company 

Call  1  800  579-5722.  We'll  tell  you  more. 


AI&T  Customer 

Focused  Solutions. 

Turning  information 

into  understanding. 


Now  that  NCR  and  AT&T  are  one,  computing 

and  communications  have  come  together  to  help  you 

get,  move,  and  use  information. 


AT&T 

Global  Information 
Solutions 


IT  Strategies 


i 


Editor's  Letter:  Give  Us  Bandwidth 

To  the  barricades!  We  can't  transform 
the  U.S.  economy  without  giving  small 
businesses  and  homes  the  same  on-line 
muscle  as  the  big  boys. 
by  Rich  Karlgaard 


OS/2  Maybe  IBM's  new  wrinkle — 
Warp — is  a  good  reason  to  reconsider 
^        an  also-ran  operating  system'. 

Our  resident  propeller-head 
asks  the  key  questions. 

>    by  David  Strom 


Letters  to  ASAP 


Game  Plan:  Information,  Please! 

Getting  the  word  is  a  leadership 
must.  Where  you  get  it  is  a  question  of 
intelligence,    by  Bill  Walsh 


To  order  reprints:  call  |415)  802-» 
or  fax  (4151  637-1987  (minimum 
500);  to  request  permission  t 
republish  an  article  call  (212)  6 
2406  or  fax  (212)  620-1890.  Repi 
produced  hy  others  are  not  author 
Forbes  ASAP  is  a  federally  regis! 
trademark. 


The  Downsizer:  Fire  Your  MIS 
_  Director  Our  man  of  the  pink  slip 
keeps  going,  and  going....  Now  he  suggests 
that  corporate  information  departments 
should  have  term  limits,    by  Andy  Kessler 


"I  A/^Mores:  Soft 
I  I/O  No  More 

It's  time  for  the  nerd 
wordsmiths  of  the. tech- 
nology biz  to  stop  the 
inanity  and  burn  off  that 

body  fat. 

by  Owen  Edwards 


The  Peters  Principles: 
Emphasizing  the  Right  Stuff 

How  to  make  rash,  decisions,  hire  the  young 
and  the  reckless,  embrace  failure  and  still 
keep  smiling,  by  Tom  Peters 


Case  Studies 

EMI:  Technology  Brings  the 
Music  Giant  a  Whole  New  Spin 

The  recording  giant  was 
boffo  on  talent,  blah  on 
distribution.  Solution?  A 
top-down  overhaul  of 
the  infor- 
mation sys- 
tem, by  Glenn 
Rifkin 


Smal    Business 


/}/*  Breaking  Away:  Wired  Promoter 

Mm  O  Woodstock  producer  Joel  Rosen- 
man  started  moving  from  the  canyons 
of  Manhattan  to  the  moun- 
tains of  Wyoming 
when  his  neighbor 
John  Lennon  was  shot.  It 
hasn't  been  easy,  by  Andrew  Feinberg 
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Best  Places  '95 


City  vs.  Country 

Heavyweights  Tom  Peters  and 
George  Gilder  face 
off  over  where  the 
Infor- 
Y    mation 
Age  is 
happening. 


Best  and  Worst  Cities 

From  entrepreneurial  zeal 
to  PC  density,  how  100  Ameri- 
can cities  stack  up  as  sites  for 
smart  businesses. 


Fiber-Optic 
.  Foldout  Map 
A  unique  look  at  where 
America's  rivers  of 


information  flow. 


Tele-City  on  a  Hill 

wT'Ina  World  Wide 
Webbed  age,  New 
York  -  «i 

City  will 
lose  its 
magnetism 
as  a  media  and 
business  center.      ^4.. 
Not!  ^3 

by  Peter  Huber 


Interview:  Larry  Pressler 
The  Republican  junior  sena- 
tor from  South  Dakota,  chairman  of 
the  Commerce,  Science,  and  Trans- 
portation Committee,  outlines  his  telecom 
policy,  by  Gene  Koprowski 


Net  Money: 
-    Buying  a  Car  on  the  Net 

Kicking  virtual  tires  and  other 
on-line  ploys,  edited  by 
Michael  Wolff 


The  l-Way,  Three  Ways 


nr 


'  l-Way  Investing    No  one  really  knows  how 
the  information  highway  will    eventually 
be  used.  For  canny  investors,  that  really  isn't 
the  S64  million  question,    by  Roger  McNamee 

8  l-Way  Potholes    Everyone  wants  a  piece 
of  the  fast  lane,  but  the  Infobahn  may  be 
a  lot  bumpier  than  its  devotees  want  to 
believe,    by  Robert  X.  Crmgely 

\  l-Way  Entrepreneurs    How— and  why — 
'  three  companies  joined  the  thousands 
panning  for  gold  in  cyberspace. 

bv  Monua  Janah 


Newt's  Brave  World 

The  Speaker  of  the  House 
speaks  out  on  the 
articulate  vs.  the  knowl- 
i   edgeable,  information  vs. 
'  bureaucracy,  and  culture 
vs.  government. 
by  Newt  Gingrich 


~f  f\0  Interview: 
I  UO  Laura  D'Andrea  Tyson 

Bill  Clinton's  chief  economic 
adviser,  a   favorite  of  D.C.  tech 
wonks,  defends  the  government's 
role  as  R&D  partner, 
talks  taxes,  then 
stops  talking. 
by  Gene 
Koprowski 


Gilder  Meets  His  Critics  The  Dear  George/bandwidth 
)  backlash  spills  over  from  our  letters  page,  but  last  licks 
go  to  the  ASAP  sage. 
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Steve  Archuleta 
Director,  Systems  for  Mass 
Markets  Service  Delivery 
US  WEST,  Phoenix 

During  the  week,  Steve 
manages  the  systems  and 
processes  that  support  11 
million  customers  in  14  west- 
ern states.  On  weekends,  he. 
dotes  on  his  granddaughter, 
rushes  the  net  on  the' tennis 
court  and,  "when  I'm  teeling 
daring,"-  scales  the  face  at 
local  rock  climbing  havens. ; 
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There's  leading  edge.  And  bleeding  edge.  And  you 


The  RISC-based  PowerPC" 
microprocessor  at  the  heart 
of  every  Power 
Macintosh 
takes  desktop 
computing  to 
new  levels  of  per- 
formance and  compatibility. 
For  the  name  of  your  nearest 
authorized  Apple  reseller,  call 
800-732-3131,  ext.  750,  today. 


oer-^^^ 


have  to  walk  the  line  to  stay  competitive. 


That's  why  we  use  Power  Macintosh.  It's  a 


RISC  PC,  so  it's  leading  the  way  But  it's 
also  a  Mac  that  can  run  Windows  and 


DOS,  so  it's  compatible  with  everything 


"In  some  cases,  we  used  to 
have  three  different  PCs  on  one 
desk-an  absolute  monument  to 
systems  failure.  So  that's  where 
we  put  the  Power  Macintosh 
first.  Now  there's  one  PC  per 
desk,  the  Power  Macintosh. 
One  happy  user  per  desk,  too." 


we're  doing  now  That  makes  Power  Macintosh  a 


%    w 

Mac' OS    For  Windows 

Power  Macintosh"  fits  right  in 
at  US  WEST,  where  people 
use  many  different  types  of 
PCs  and  30  or  so  custom 
DOS  and  Windows  programs. 
"Power  Macintosh  helps  our 
people  collaborate,  no  matter 
what  kind  of  PC  they  use." 


very  safe  choice.  Which  is  good  for  a  guy 
like  me.  I  take  my  risks  on  the  weekend!' 


Power  Macintosh.  The  business  Macintosh.      Apple ' 


Addmn  VjfflFmdnus'frvm  Insignia  SfJuivm  Inc  ktiym  run  Ms-Wis  andWmdiiu-  i  1  on  a  Pr/ver  MaanA  >  \\f\v  [nynutul  \Uu  nitnsb  an  ngfitend  trademark  of  Apple  Compidtt,  hii   Ms  //>*■  Hat  OS  lag)  and  Power  Wadntosb 

an  tradrmarh  of Apple  Computer,  tnc  PourrPC and  the  Pr/u.erPC  \n%>  are  trademarks  of Inlernaiu/mil  Busmen  Madm  i  uter/tara  and  Window  frd  traamarkqf  Wcrosoft Corpomtton  fy/RRndom  b  a  trademark  used 

under  license  by  hiagmafn/m  Micrrmft  (j/rp/jrahrm 


We  all  know  that  the  cost  of  acquiring  maintenance  and  repair  items  is  too  high— 
often  higher  than  the  cost  of  the  item  itself. 

Grainger  can  help  you  cut  that  cost  dramatically.  As  a  matter  of  fact,  we're  already 
doing  it  for  two  thirds  of  the  Fortune  100.  How?  Here  are  some  examples: 

We  supply  thousands  of  products-broad  selections,  many  lines-enabling  you  to 
replace  hundreds  of  suppliers  with  just  one. 

With  our  sophisticated  systems,  we  get  your  orders  to  you  fast-and  error-free. 

We  can  even  help  you  restructure  your  entire  purchasing  process  to  make  it  more 
cost-effective.  And  make  your  people  more  productive. 

Maybe  you  should  take  advantage  of  our  experience  and   /**)■■  rAI/*E"D 

:apabiii  ies  to  make  the  next  step  in  your  cost  reduction   SKfllWGEKi 

I     Call:  1-800-905-3338  ext.  1387.  ADivisionofWW. Grainger, Inc. 


Editor's  Letter 


By  Rich  Karlgaard 


GIVE  US  BANDWIDTH 


Ihe 


information  age:  born  of  Moore's 
Law,  catalyzed  in  the  beaker  of  oppor- 
tunistic capitalism,  proselytized 
through  free  trade,  big  birds  and  broad- 
band pipes  to  all  reaches  and  now 
spreading  riotously  from  one  week  to 
the  next.  This  phenomenal  era  has 
moved  quickly  to  occupy  new  and 
vast  territory. 

Now  the  revolution  really  begins. 
How  America  handles  it  is  another 
question. 

The  personal  computer  industry 
enjoyed  its  best  year  in  1994 — another 
knockout  performance  in  a  long  series 
of  upside  surprises.  Last  year's  Q4  was 
up  23%.  In  the  U.S.,  PC  sales  caught 
up  with  TVs  for  the  first  time.  Intel's 
Pentium  woes  caused  a  flap  in  the 
press,  but  the  mass  of  buyers  hardly 
cared  at  all;  Pentium  and  Pentium- 
class  machines  flew  off  the  sales 
racks.  So  did  fast  modems  and  sub- 
scriptions to  on-line  services. 

This  column  is  being  written  on  a 
Mac  Quadra  950,  powered  by  a  40 
megahertz  Motorola  68040  chip.  Daz- 
zling stuff... in  1992.  You  can  buy  the 
equivalent  computer  for  about  SI, 200 
today.  Millions  are,  but  millions  more 
are  buying  a  better  computer — a 
Power  Mac  or  Pentium-class  machine 
—for  about  S500  more. 

If  that's  not  shocking  enough, 
before  this  year  has  expired,  comput- 
ing costs  will  have  dropped  below  SI 
per  MTP — in  game  machines.  Whether 

I  game  machines  knock  out  PCs  just  as 
PCs  elbowed  aside  big  iron  is  beside 
the  point.  The  real  issue  is  this:  The 
;  performance  gap  between  computmg 
in  government  and  corporate  environ- 


ow  to  pull  off  the 
double  coup  of 
keeping  middle- 
class  hopes  alive  and 
American  companies 
lean  and  prosperous! 
Deregulate  bandwidth. 


ments,  on  the  one  hand,  versus  small 
businesses  and  home  offices  on  the 
other,  is  vanishing. 

Not  so  the  gap  in  bandwidth.  It  is 
large  and  widening.  Most  large  busi- 
nesses in  big  cities  can  tap  into  Tl 
lines  (feeding  data  at  1.5  megabits  per 
second,  or  about  100  times  quicker 
than  the  average  PC  modem).  Soon 
big  business  will  have  gigabit-per-sec- 
ond  access.  When  homes  and  small 
offices  will  get  it  is  anyone's  guess.  It 
had  better  be  soon,  though.  Today's 
bandwidth  disparity  is  tomorrow's 
social  dynamite. 

Those  with  bandwidth  abun- 
dance— big  businesses — are  the  same 
organizations  now  blowtorching  their 
employee  payrolls.  We  don't  see  this 
trend  reversing  in  our  lifetime.  (Why 
should  it?  What  company  doesn't  run 
better  leaner?) 

During  the  past  10  years,  millions 
of  white-collar  workers  have  been 
"liberated"  to  lower-paying  jobs  or  the 
freelance  sector.  Tens  of  millions 
more  are  headed  that  way,  by  choice 
or  by  the  boot.  Whether  this  expand- 


Aftei  you  lead  ASAP,  tell  us  what  you  think. 

Fax  us  at  415-637-1987  or  teach  me  at 

ikailgaaidOmcunaiLcom.  (Corporate  reengt- 

neeis.  tell  us  your  success  stonesl 


ing  trend  becomes  a  national  asset  or 
national  disaster  depends  on  band- 
width. 

Matching  Buyer  to  Seller 

When  you've  been  downsized  out 
of  a  job,  three  things  can  happen.  You 
can  get  a  new  and  similar-paying  job, 
a  pipe  dream  for  all  too  many.  You 
can  take  a  lower-paying  job.  You  can 
sell  your  services  as  a  freelance 
knowledge  worker  to  leaner,  faster 
companies  that  still  need — in  spurts, 
rather  desperately — your  expertise.  A 
freelance  career  is  often  the  best 
choice  if  it  can  be  managed.  It  gives 
the  newly  furloughed  a  chance  to 
regroup,  to  become  an  expert,  to  recal- 
ibrate skills  for  the  market.  And 
tomorrow's  virtual  companies  will 
have  a  growing  appetite  for  white-col- 
lar skills  off  the  payroll. 

But  to  match  buyer  to  seller  and 
tap  this  national  resource  of  comput- 
er-sawy  millions  (and  thereby  pull  off 
the  double  coup  of  keeping  middle- 
class  hopes  alive  and  American  com- 
panies prosperous)  we  need  band- 
width. Lots  of  it.  How  much?  Enough 
bandwidth  for  full-motion,  large- 
screen  video  conferencing.  Enough  to 
search  the  world's  libraries  in  seconds. 

To  possess  computing  power  on  a 
parity  with  big  business  and  big  gov- 
ernment, as  these  millions  of  new 
Pentium  and  Power  Mac  owners  do,  is 
a  wonderful  thing.  But  it's  of  little  use 
without  bandwidth  parity,  too. 

Politicians  need  to  hear  this  mes- 
sage loud  and  clear:  Give  the  people 
bandwidth.  The  Republican  spirit  of 
deregulation  is  a  start. 
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*So  we  looked  for  groupware  that  could  brin 
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The  first  one  was  supposed  to  be  user  friend 


The  next  promised  compo 


ley 


been  okay.  J-^lfwe  had  lots  of  time  to  wast  me 


gpoup,  isn't  there  something  that  can  turn  (I of 


w 


f  a//  together. 
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Not  exactly. 


hey  lied.  One  would  have 


some  on,  weVe  got  a  good 


to  a  team? 


» 


All  it  takes  is  TeamWare™ 
Office:  the  complete  suite 
of  productivity  applications 
that  turns  any  group  into 
a  team,  fast. 

TeamWare  Office 
includes  e-mail,  info 
sharing,  document  library 
work  flow,  and  a  team 
scheduler,  all  fully 
integrated.  It  supports 
the  Windows™  applications 
you're  probably  already 


Maris  1  4 


MICROSOFT 
WINDOWS 
COMMIBLE 


NetWare 
Compatible 


using.  And  it's  ready  to  mn 
the  first  day — no  matter 
which  major  client/server 
system  you  have. 

Call  for  your  Free 

demo  &  evaluation  pack* 
I.800.20.TWARE. 

Internet:  tmware.us.com 


Team 
WARE 


There  is  simply  no  other 
product  like 
it.  TeamWare 
Office.  Less 
work,  more 
teamwork. 


'While  supplies  last  91995  International  Computers  Limited.  Team V* ARK 
is  -i  trademark  <>l  Internationa!  Computers  limned  OS  1  is  a  registered 
trademark  of  the  International  Business  Machines  Corporation.  Solaris  and 
the  Solaris  logo  are  registered  trademarks  of  Sun  Microsystems,  tnc 
Microsoft  is  a  registered  trademark,  and  Windows  and  the  Windows  logo 
are  trademarks  of  Microsoft  Corporation  Novell  is  a  registered  trademark, 
and  the  Yfes  logo  is  j  trademark  ol  Novell,  In. 


Letters  to  ASAP 


■  IQ  Angst 

Your  fear  that  critics  of  technological 
advancement  will  blame  computers 
for  widening  the  dull-poor  smart-rich 
gap  ("Editor's  Letter:  IQ  and  IT," 
Forbes  ASAP,  Dec.  5)  is  understand- 
able, but  greatly  exaggerated.  Such 
critics  are  small  in  number  and  have 
no  influence  on  technological  out- 
comes. If  they  did,  we'd  still  be  read- 
ing by  candlelight. 

Your  assertion  that  PCs  and  the 
information  age  will  not  increase  the 
IQ  gap,  however,  is  absurd.  PCs  and 
broadband  networks  are  tools — in  this 
case  tools  for  accessing,  assimilating 
and  disseminating  information.  Since 
those  with  higher  IQs  are  better 
equipped  to  access  information  and 
information  is  power  and  power  is 
money... need  I  say  anything  more? 
V.  VIENI 
Bronx,  N.Y. 

Computing  power  in  the  hands  of  the 
individual  will  overcome  many  of 
today's  social  and  economic  inequali- 
ties. Those  of  us  not  blessed  with 
brilliance  will  still  be  able  to  shine. 

Your  fears  about  PCs  and  net- 
works being  fingered  as  bad  guys  in 
the  debate  on  cognitive  ability  and  its 
effect  on  society  are  well  justified, 
ver,  that  will  only  be  done  by 
the  proponents  of  the  welfare  state, 
who  cajinot  stand  individual  freedom, 
microprocessor,  personal  com- 
and  networks  are  tools  which 
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support  freedom  of  the  individual, 
individual  knowledge  and  access  to 
information.  A  knowledgeable  popu- 
lation cannot  be  easily  enslaved. 
AMAURY  PIEDRA 
Boulder,  Colo. 

Not  only  does  the  information  age 
reward  smart  people,  it  rewards  com- 
panies with  really  smart  people  who 
are  computer  literate  and  proficient. 
My  company  invested  in  the  next 
generation  of  computer  technology 
this  year,  complete  with  training,  in 
hope  of  implementing  a  modernized 
purchasing  program  and  efficient  mar- 
keting efforts. 

My  company's  only  limitation  is 
the  skill  and  willingness  of  those 
within  my  organization  to  acquire  the 
technological  skills  to  enhance  their 
own  mental  abilities. 
ROBERT  T.  FANNING  JR. 
Mokena,  111. 

I  was  pleased  to  read  your  Editor's 
Note,  which  contradicted  the  premise 
of  The  Bell  Curve:  Intelligence  and 
Class  Structure  in  American  Life. 

Intelligence  is  the  innate  intellec- 
tual ability  to  grasp  complex  con- 
cepts. Smarts  are  the  ability  to  recog- 
nize and  seize  opportunity  through 
the  application  of  a  few  basic  experi- 
ence-based principles.  I  know  of 
many  intelligent  people  who  sit  back 
and  philosophize  about  what  they 
should  or  should  not  do,  but  can't  get 
to  it.  I  also  know  some  downright 
stupid  idiots  who  have  doggedly  gen- 
erated millions. 
ANDRE  Z.  I.  MECH 
Ontario 

As  a  member  of  Mensa,  I  feel  it  nec- 
essary to  write  in  response  to  your 
snide  little  article.  I  have  attended 
Mensa  meetings  all  over  the  world 
and  I  have  yet  to  meet  a  "high  dome" 
who  is  whining  that  intelligence,  per 
se,  should  be  rewarded  by  society  at 
large.  The  majority  of  Mensans  one 
meets  at  gatherings  in  the  U.S.  appear 
to  concern  themselves  [with]  proving 
that  they  can  get  just  as  drunk  and 
behave  just  as  stupidly  in  public  as 
any  Joe  Sixpack  with  an  85  IQ.  (This 


is  considered  by  the  rest  of  us  to  be  a 
reaction  against  the  American  tradi- 
tion of  vilification,  ridicule  and  hostil- 
ity directed  at  anyone  whose  intelli- 
gence is  higher  than  room  tempera- 
ture.) Mensans  who  do  not  congregate 
in  large  groups,  or  who  belong  to 
international  Mensa,  are  quite  fre- 
quently among  the  most  successful 
people  in  their  fields.  For  example, 
the  per  capita  membership  in  Mensa 
in  the  British  Channel  Islands  is  the 
highest  in  the  world,  and  is  said  (jok- 
ingly, I  am  sure)  by  some  to  reflect 
the  fact  that  intelligent  Brits  who 
make  a  lot  of  money  prefer  to  keep  it 
out  of  the  hands  of  the  Inland  Rev- 
enue. 

What  you  lot  hate  most  about 
those  of  us  whose  IQs  go  right  OFF 
the  bell  curve  is  that  there's  no  law 
you  can  pass  and  no  "affirmative 
action  plan"  you  can  institute  that 
will  raise  your  own  IQs  or  those  of 
your  pet  victims  by  a  single  decimal 
point.  And  that  is  as  it  should  be 

You  are  correct  insofar  as  you  state> 
that  there  are  different  kinds  of  intel-l 
ligence  and  that  people  succeed  in  dif- 
ferent ways.  However,  I  find  it  curi-i 
ous  that  you  seem  to  conclude  that 
people  who  display  a  high  IQ  and  suc- 
ceed conventionally  are  therefore  nol 
intelligent  or  successful,  after  all. 

I  don't  remember  if  there  is  a  logi- 
cal fallacy  to  cover  this,  but  I  remem 
ber  my  grandmother  saying,  "Saying 
so  don't  make  it  so." 
ELIZABETH  SHAW 
Atlanta 

■  Spell  IT  Out 

Initialized  assumption  has  becorm 
another  arrogance  of  the  compute 
generation.  "ASAP"  may  be  under 
stood  by  50%  of  the  populace,  thos< 
who  live  in  the  fast  lane.  And  "IQ 
by  the  50%  above  the  100  mark  oi 
the  bell  curve. 

But  IT?  What  is  IT?  I  need  fc 
know,  ASAP. 
MARTHA  MOODY 
Editor,  Seasons 

Supplements  to  the  Los  Angeles  Time 
Burbank,  Calif. 

Editor's  Note:  For  your  informatioi 
continued  on  page  1 
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It's  called  "telemedicine."  Using  Ameritech's  metropolitan  hospital,  it  also  saves  the  health  care 
technology,  the  ultrasound  image  from  an  expect-  system  thousands  in  travel  costs.  And  because  the 
ing  mother  in  a  rural  area  can  be  studied,  in  real  image  can  be  sent  in  minutes  instead  of  days,  it  means 
time,  by  a  specialist  in  a  large  city.  ^A-»=v*7v*M'|-/a,-»V»        better  care  for  both  mother  and  baby. 

Not  only  does  such  a  capability       ^^  ^^  For  more  information  on 

mean  a  mother  in  a  small  town  can         v         T         „  d-„--„        Ameritech's  capabilities,  please  feel 

iOUR    LINK  TO    DIj  Tit  K 

receive  the  care  of  a  specialist  in  a  Communication  free  to  call  1-800-719-5822,  ext.  302. 


Alabama.  Coming  Xo  A  .Alall  Near  lou. 


jM.eet  Uonald  riess,  president  and  CLO  of  Parisian,  Inc.  Alabama-born  and  raised,  he  isn  t 
content  with  thinking  small.  Just  28  when  ne  became  president  ol  his  family  s  fashion  department  store 
in  1978,  he  immediately  began  a  plan  to  expand  the  store  s  reputation  for  service  far  beyond  Alabama. 

With  annual  sales  of  over  $000  million,  he  has  reason  to  feel  confident  of  malting  .Parisian  a  nationally 
known  name  in  retailing.  Another  source  of  his  confidence  is  the  store  s  roots.  Alabama  instilled  in  all  ol  us  the 
concept  of  southern  hospitality  and  customer  service,  which  is  simply  making  people  feel  special.  We  have  been 
able  to  fine-tune  this  into  a  service  philosophy  that  we  can  now,  in  essence,  export  to  other  parts  of  the  country. 

i  he  state  s  business  environment  and  an  outstanding  •worker-training  program  also  helped  provide  a  solid 
foundation  on  which  a  arisian  could  build.  And  it  s  an  economic  climate  that  s  extremely  lavorable  to  those 


companies  who  locate  businesses  here.  In  fact,  it  couldn  t  be  more  ideal. 

We  ve  streamlined  as  many  start-up  procedures  as  possible,  including 

one-stop  environmental  permitting,   financing  and  business  incorporation. 


ALABAMA   IS  HOME  TO    10% 

OF  THE   NATURAL  RESOURCES 

IN  THE   U.S.,   INCLUDING  A 

RICH   HOMEGROWN  WORK   ETHIC. 


And  we  re  the  only  state  to  provide  industrial  site  preparation  grants  to  assist  new  and  expanding 
businesses.  Yet  that  s  only  the  beginning  of  a  rather  expansive  list  of  advantages,  lo  find  out  what  kind 
of  impact  Alabama  can  have  on  your  business,  call  1-800-270-3372 .  J  udging  from  some  of  the  names  we  ve 
been  attracting,  Alabama  is  becoming  quite  fashionable. 


ALABAMA 


\v  here      good      people      accomplish      great      things 


For  more  information,  contact  the  Economic  Development  Partnership  of  Alabama: 
2  north  Jackson  Street,  Montgomery,  Alabama  36104;  800-276-3372 
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f  stands  tor  Information  Technology. 

2  Barnevik  s  World 

No  doubt  it's  his  computer  science 
background  which  makes  Barnevik  so 
certain  computer  simulation  "is  far 
more  reliable  than  prototype  build- 
ing" ("ASAP  Interview:  Percy 
Barnevik,"  Dec.  5).  One  of  us  is  for- 
getting which  is  the  real  world. 

Consultants  are  a  clear  bargain 
when  special  knowledge  is  needed. 
TOM  STEARNS 
Nashua,  N.H. 

■  The  Downsizer 

We've  enjoyed  the  Downsizer  articles, 
but  the  tone  of  the  letters  responding 
to  these  articles  suggests  many  read- 
ers have  missed  your  point.  They  are 
probably  too  angry,  after  you  suggest 
the  elimination  of  their  positions,  to 
finish  the  article. 

We   eagerly   await   your   sound 
advice  with  a  feature  titled  "Fire  Your 
Reengineering  Team!" 
SCOTT  MILLER,  MICK  DEQUIN, 
MARK  FONT,  ED  LISKIEWICZ,  TED 
PIECHOTA 
Reengineering  Team 
Ingersoll-Rand/ Automation  Division 
Farmington  Hills,  Mich. 

First,  the  Downsizer  tells  us  we 
should  fire  all  our  nerds  and  buy 
whiz-bang  software  packages  that  let 
accountants  become  programmers. 
Now,  Gary  Poole  tells  us  "How  to 
Manage  Your  Nerds"  (Dec.  5).  Well, 
which  is  it? 

ROBERT  L.  MCMILLIN 
rlm@helen.surfcty.com 

■  Are  Nerds  the  Norm? 

"How  to  Manage  Your  Nerds"  sug- 
gests business  managers  prefer  not  to 
communicate  with  the  computer-lit- 
erate. In  my  experience,  some  40 
years  in  and  out  of  information  sys- 
tems, I  find  the  typical  "IS  wonk" 
usually  more  interesting,  better- 
rounded,  and  broader  intellectually 
lan  the  diminishing  breed  of  B.C. 
Computers)  managers. 

v  workers  do  not  like 
•building  activities.  Yes, 


many  programmers  would  rather  pro- 
gram than  watch  football.  Is  this  bad? 
The  day  is  here  when  the  computer 
literate  are  the  culture — the  comput- 
er-illiterate make  up  the  subculture. 
WILLIAM  A.  WEIMER 
Asheville,  N.C. 

Regarding  Mr.  Poole's  article,  I  would 
like  to  suggest  that  anyone  who 
accepts  a  generalized  assertion  regard- 
ing the  attributes  of  any  segment  of 
humanity  is  likely  to  be  misguided. 
Applying  a  disparaging  label  to  all 
practitioners  of  a  particular  discipline 
does  not  strike  me  as  a  reasonable 
first  step  in  establishing  rapport  with 
that  group. 
JOHN  R.  BROWN 
Granger,  Ind. 

■  Did  Huber  Go  Wrong? 

In  answer  to  the  question  "Where 
Did  George  Orwell  Go  Wrong?"  (Dec. 
5),  Peter  Huber  has  provided  only  a 
partial  explanation:  Technology  has  a 
liberating,  rather  than  repressive 
impact  on  society. 

Technological  development  of  the 
sort  Huber  discusses  (and  Orwell 
imagined)  is  nq,t  a  given.  Only  a  soci- 
ety which  permits  creative  and  intel- 
ligent entrepreneurs,  scientists,  etc., 
the  freedom  to  act  on  their  ideas  can 
expect  to  make  any  significant 
advances.  Even  if  one  assumed  that  a 
despotic  megastate  appropriated  this 
technology  after  it  had  been  devel- 
oped, the  state  would  eventually  lose 
the  ability  to  maintain  this  high  level 
of  achievement  if  it  did  not  provide  a 
certain  degree  of  intellectual  freedom. 
GREGORY  MONTE 
Jersey  City,  N.J. 

■  Money  Grows  on  Trees 

You  boys  just  keep  pumping  up  all 
aspects  of  the  IT  professions.  My  line 
is  tree  worker,  and  the  more  over-paid 
yuppies  (of  all  ages)  there  are,  the  bet- 
ter business  is  for  me.  But  then,  the 
more  rich  folk  there  are,  the  better 
business  is  for  everybody.  They  buy 
things  and  they  put  people  to  work. 
When  our  nation  develops  IT  capacity 
akin  to  that  described  by  Peter  Huber 
in  your  excerpt  of  his  most  recently 


published  book  [Orwell's  Revenge: 
The  1984  Palimpsest),  there  will  be 
even  more  demand  for  services  from 
the  likes  of  me. 
DAN  MARTINEZ 
d.martinez6@genie.geis.com 

■  Efficient  Typewriter 

My  problem:  ASAP  is  subheaded  "A 
Technology  Supplement"  to  Forbes.  It 
should  be  subheaded  "The  Computer 
Supplement  for  IT  Middle  Managers, 
or  Those  in  the  Computer  Business." 
There  must  be  dozens  of  publica- 
tions for  this  lot!  And,  I  have  people 
reading  them  because  that's  what 
they're  supposed  to  be  upon.  I  view, 
for  myself,  the  computer  as  an  effi- 
cient typewriter  for  travel  and  a  few 
other  bits-and-pieces. 
JOE  POVEY 
Washington,  D.C. 

■  Byting  Back 

"Brave  New  Mouth"  ("Tid-Bytes," 
Dec.  5)  did  an  excellent  job  presenting, 
the  rapidly  advancing  future  of  dental 
technology.  Dr.  Goldstein's  conn 
ments  are  words  to  live  by.  However, 
the  article  had  a  tone  that  ignored 
present  technology,  in  other  words 
the  base  line  of  the  author's  views  on 
dentistry  were  firmly  rooted  (pun 
intended)  in  the  past. 

My  patients  tell  me  on  a  regulai 
basis  that  the  drill  (handpiece)  anc. 
Novocain  (local  anesthetic)  are  sc 
much  better  now  than  in  years  past 
Today's  fiber-optic  air-turbine  high 
speed  handpiece  is  light-years  beyonc 
the  belt-driven  drill  the  article'; 
author  seems  to  feel  is  still  in  us& 
Local  anesthetics  are  worlds  ahead  o 
the  old  "stinging"  of  Novocain  o 
Procaine,  which  hasn't  been  used  fo 
nearly  40-years.  High-speed  X-ray  filn 
and  machines  have  cut  radiatioi 
exposure  significantly  since  the  er; 
the  author  depicts. 
R.  SCOTT  DEBRUIN,  D.D.S. 
Enosburg  Falls,  Vt. 


Readers,  tell  us  what  you  think  abou 
Forbes  ASAP.  Or  tell  us  how  you  profi 
from  technology.  Or  both!  Fax  us  a 
415-637-1987  or  e-mail  us  at  MCI:  50$ 
6930;  CompuServe:  73234,2505. 
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Commander 


AIRCRAFT    COMPANY 


The  Commander  Aircraft  Ownership  Program 

Are  you  tired  of  the  overburdened  hub  and  spoke  commercial  airline  system? 

Would  you  rather  fly  in  your  own  luxurious  aircraft,  at  your  convenience,  for  less? 

For  approximately  $20,000  after  tax  per  year,   your  company  can  own,  operate,  maintain  and  fly  its 

own  Commander  114B  corporate  aircraft  — 
the  finest  four  place  high  performance  single  engine  aircraft  in  the  world. 


Commander  Aircraft  Company,  together  with  our  growing  worldwide  network  of  Authorized 
Sales  and  Service  Representatives,  will  establish  a  turnkey  aircraft  ownership  program  for  you: 
financing,  insurance,  service  and  support,  hangar /storage,  flight  instruction,  and  arranging  to  have  a 
personal  pilot  on  call  as  needed  to  meet  your  transportation  needs. 
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FOR  MORE  INFORMATION  CONTACT: 

COMMANDER  AIRCRAFT  COMPANY,  7200  NORTHWEST  63RD  STREET,  BETHANY,  OKLAHOMA  73008 

TELEPHONE:  (405)495-8080  FACSIMILE:  (405)495-8383 

The  Commander  114B  IFR -equipped  base  price:  $298,500/ Attractive  financing  available. 
Service  and  support  provided  by  our  worldwide  network  of  Authorized  Sales  and  Service  Representatives. 

*Based  on  approximately  25,000  miles  of  annual  travel  and  estimated  cost  of  financing,  maintenance,  operation,  insurance  and  taxes. 
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Get  Fidelity's  FOX  Software  Free! 

Offer  Ends  June  30, 1995 


Your  Direct  Line 
to  the  Exchanges 

You  may  not  be  able  to  have  your  own  seat  on  the  exchanges,  but  you  can  have  the  next  best  thing: 
Fidelity  On-line  XpressSM  (FOX)  software.  It  gives  you: 

•  Control.  Trade  your  own  stocks,  options,  and  mutual  funds  direct 
to  the  markets  in  seconds  via  Fidelity's  computer  systems.1 

•  Convenience.  Access  real-time  quotes  and  account  information 
with  no  monthly  fee.2 

•  On-line  Information.  Subscribe  to  Telescan,  Dow  Jones  News/Retrieval, 
and  S&P  Marketscope,  available  to  FOX  software  users  at  attractive  rates. 

•  Commission  Savings.  Every  time  you  use  FOX  software  to  trade 
stocks  or  options  you  save  an  additional  10%  off  Fidelity's  already  low 
commission  fees.3 


FOX  software  is  free  (a  $49.95  value)  if  you  move  $1 0,000 
or  more  into  a  Fidelity  Brokerage  Account  before  June  30, 1995. 


With  your  money  at  Fidelity  —  one  of  the  nation's  leading  retail  brokerage  firms  —  you'll  benefit 
from  high  quality  investments  with  consistent  performance,  low  commission  fees,  as  well  as  convenient 
electronic  services.  To  make  your  move  to  Fidelity  and  get  on-line  to  the  exchanges,>call  or  visit  a 
Fidelity  Investor  Center  today. 

Visit  a  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-9375 


(AN 
SI  jffi 


vtr 


pinloi 
Hie  i 


out  that 


Fidelity 


Investments' 


are  sent  to  the  markets  via  Fidelity's  computer  system,  which  verifies  that  the  orders  pass  standard  trading  and  account  requirements.  -Fidelity  mutual  fund  customers  can 
ir.iimited  quotes  for  Fidelity  funds.  Free  real-time  security  quotes  are  availahle  to  Fidelity  Brokerage®  customers,  subject  to  the  limits  of  Fidelity's  current  quote  policy.  'Every 
r  kerage®  customer  enjoys  commissions  savings  of  as  much  as  76%  compared  to  full-cost  brokers  on  stock  and  options  trades  (based  on  an  October  1994  survey  of  full- 
Minimum  commission  $38.)  Savings  will  vary  based  on  size  and  nature  of  trade.  Hardware  requirements:  IBM  PC  or  compatible;  hard  disk  drive,  640K  RAM;2400 
Hayes  or  compatible  modem;  any  printer  and  any  monitor.  Fidelity  account  required  for  on-line  access.  Fidelity  Brokerage  Services  Inc.  Member  NYSE/SIPC. 
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Game    Plan 


By  Bill  Walsh 


INFORMATION,  PLEASE! 


/* 


In  an  interview  with  Newsweek  late 
last  year,  then-CIA  Director  R.  James 
Woolsey  made  an  interesting  observa- 
tion about  the  nature  of  organizations: 
"I  very  much  believe  something 
Admiral  [Hyman]  Rickover  once  told 
me,"  Woolsey  said.  '"Always  use  the 
chain  of  command  to  issue  orders,  but 
if  you  use  the  chain  of  command  for 
information,  you're  dead.'" 

Rickover  was  absolutely  right,  and 
Woolsey  is  smart  to  pay  attention. 
Nothing  is  more  essential  in  leader- 
ship than  knowing  how  and  where  to 
get  information,  developing  it,  analyz- 
ing it,  then  knowing  how  to  use  it. 

The  problem  is,  as  Rickover  recog- 
nized, the  channels  that  might  seem 
most  dependable  are  anything  but. 
Unfortunately,  there's  no  guarantee 
that  simply  going  outside  the  chain  of 
command  will  yield  any  better  infor- 
mation. Karl  von  Clausewitz,  the 
Prussian  military  strategist,  pointed 
out  that  you  can't  ask  a  private  what's 
happening  on  the  battlefield,  because 
his  fear,  anxiety  or  exhilaration  con- 
sumes his  attention  and  colors  his 
information. 

On  my  own  version  of  the  battle- 
field, I  see  this  problem  all  the  time. 
Ask  a  lineman  what  the  situation  is 
right  in  front  of  him,  and  four  out  of 
five  times  what  he  tells  you  won't  be 
even  close  to  accurate.  If  anything  dra- 


When  analyzing 
intelligence, 
the  point  isn't 
to  be  infallible.  That 
paralyzes.  Be  quick — 
and  be  right  more 
than  wrong. 


matic  has  happened  to  him — a  missed 
block  that  resulted  in  the  quarterback 
being  sacked,  for  instance — that  event 
will  so  dominate  his  impressions  that 
he  may  see  everything  negatively.  The 
same  can  be  said  of  a  coaching  staff: 
Even  a  coach  watching  the  game  from 
high  in  the  press  box,  someone  whose 
job  is  pure  observation,  may  some- 
times not  understand  what  he's  see- 
ing. The  disconcerting  fact  is,  no  one 
can  give  you  pure,  unbiased  informa- 
tion all  the  time — whether  it's  some- 
one out  in  the  field  or  your  most 
trusted  lieutenant. 

You  have  to  be  willing  sometimes 
to  discount  what  may  seem  like 
important  information  and  depend 
heavily  on  your  instincts.  You'll  never 
absolutely  master  the  analysis  of 
information — it's  a  very  inexact  sci- 
ence. But  you  can  pinpoint  where  you 
had  good  intelligence  and  didn't  go  for 
it,  or  where  you  had  the  wrong  infor- 
mation and  believed  it.  The  point  isn't 
to  be  infallible,  but  to  be  right  more 
than  you're  wrong. 

Even  if  you  can't  ever  be  complete- 
ly sure  of  what  you're  hearing,  there 
are  still  ways  to  minimize  the  effects 
of  faulty  information.  Over  time, 
you'll  begin  to  identify  the  people 
whose  information  is  more  depend- 
able. When  I  was  coaching  the  49ers, 
then-backup  quarterback  Steve  Young 


was  very  good  at  seeing  clearly  what 
was  happening  on  the  field.  Even 
when  he  was  in  the  game,  his  assess- 
ments were  usually  accurate.  The 
ability  is  a  gift,  and  you  need  to  look 
for  people  who  have  it. 

When  you  find  a  core  group  of 
dependable  people,  you  have  to  create 
an  intelligence  network  and  sharpen 
its  skills.  Others  need  to  know  what 
kind  of  information  you're  looking  for, 
and  you  have  to  "pool"  their  reports 
so  that  you  can  average  them  out.  It's 
also  vital  to  understand  your  sources: 
What's  the  extent  of  their  exposure  to 
information,  and  how  might  their  per- 
sonal situations  affect  them?  When  a 
salesperson  tells  you  things  couldn't 
be  better,  how  much  does  that  judg- 
ment have  to  do  with  personal  happi- 
ness over  something  else?  The  big 
question  is:  Does  this  person  know 
what  he  doesn't  know? 

Understanding  the  warping  effect 
of  enthusiasm  on  information  is 
tremendously  important.  I  remember 
a  game  San  Francisco  played  in  1988 
against  the  Phoenix  Cardinals.  Late  in 
the  game,  we  had  the  ball,  third  down 
and  three  yards  to  go  for  a  first.  If  we 
made  it,  we'd  run  down  the  clock  and 
win  the  game.  Steve  Young  was  in  at 
quarterback  (yes,  the  same  man  whose 
information  was  so  solid),  and  during 
a  timeout  he  said  emphatically  that 
he  could  run  a  bootleg  to  the  left  and 
run  for  the  yardage.  Young  is  fast,  and 
his  confidence  swayed  me,  despite  the 
fact  that  I  knew  the  Phoenix  defensive 
end  on  that  side  was  the  fastest  line- 
man on  their  team.  So  we  ran  the 
play,  Young  was  stopped  short,  we 
had  to  punt,  and  the  Cardinals  ended 
up  winning  the  game. 

That  was  a  memorably  painful  way 
to  learn  the  importance  of  separating 
emotion  from  information.  I  wish  I 
could  say  I  never  let  it  happen  again. 
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SAVINGS 


No  other  business 

computer  in  its  class  gives  you 
lower  cost  of  ownership. 

(Won't  that  be  a  nice  meeting 
with  Finance.) 


(If  you're  saving  less,  it  isn't  AS/40C 
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fe easy  to. manage, 
■peocltthirea  large 

Saves  you  time: 

AS/400  is  easy  to  use. 
There's  no  need  to  pay  for 
costly  end-user  training. 

Saves  your  cap; 

Lease 

AS/400  throug 
IBM  Credit  Col 

Hi 


Y 


An  unbeatable  investment: 

For  a  free  independent 

low-cost  study, 

call  1  800  IBM-6676  (x615). 


ARE  YOU  open  TO  SOME  REALLY 
NARROW-MINDED  THINKING? 


Go  ahead  and  be  intolerant.  The  next 
time  someone  brings  you  the  same  old 
mass  media  solution  to  your  niche  market- 
ing problem,  close  your  mind.  Shut  the 
door.  There  are  just  too  many  good  new 
alternatives  available,  and  if  the  people 
you're  relying  on  for  advice  don't  get  it... 
well,  they  just  don't  get  it. 

You  see,  good  creative  and  strategic 
thinking  isn't  coming  from  the  same 
places  it  used  to.  It's  not  coming  from 
those  who  have  served  the  mass-producing 
captains  of  the  industrial  revolution,  but 
from  a  new  breed  born  of  the  entrepre- 
neurial explosion  of  the  1980s.  They're 
technology  zealots  who  instead  of  beat- 
ing a  path  to  Madison  Avenue  are  racing 
their  way  to  The  Information  Highway. 

Big  bureaucratic  ad  agencies  are  orga- 
nized around  messages  to  the  masses. 
They're  not  flexible  enough  to  deliver 
customized  communications  to  niches. 
And  even  the  hot  creative  shops  who  in 
the  past  have  given  us  some  entertaining 
mass  media  moments  won't  rule  in  the 
niches-within-niches  world.  As  markets 
and  interests  become  more  highly  spe- 
cialized, the  customer  on  the  other  end 
demands  both  style  and  substance. 


When  the  niches  narrow,  the  content 
must  run  deep.  Mass  media  appeals  to  a 
low  common  denominator.  That's  why  it's 
characterized  by  the  trick,  the  tease  and 
the  fashion  statement.  But  when  the  mes- 
sage requires  depth,  or  the  issue  of  intan- 
gible value  an  explanation,  it  requires  a 
different  set  of  creative  skills.  Skills  of 
increasing  importance  to  you  as  media 
becomes  interactive  and  customers  choose 
to  consider  your  messages  on-demand. 

And  this  new  breed  of  talent  moves 
at  the  speed  of  light.  No  respect  for 
bureaucracy;  no  patience  for  delay. 
They're  equipped  with  fast-moving 
technology  and  a  mindset  for  using  those 
tools  to  make  things  happen  rapidly. 

We're  part  of  that  new  vanguard.  For 
thirteen  years  we've  been  making  big 
things  happen  in  the  small  places  our 
clients  call  their  niche  markets.  And  if 
you're  ready  to  make  things  happen  in 
your  niches,  why  not  open  your  mind 
by  narrowing  your  thinking?  Take  a 
new  approach. 

Voice  513.671.3811,  Fax  513.671.8163, 
INTERNET  HENSLEYSEGAL 
@AppleLi  nk.  Apple. Com 
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The    Downsizer 


By  Andy  Kessler 


FIRE  YOUR  MIS 
DIRECTOR 


Ihe  productivity  paradox  is  alive  and 
well  and  living  in  your  company. 
Though  it  has  been  well  documented 
by  the  likes  of  Stephen  Roach  of  Mor- 
gan Stanley,  not  much  has  been  done 
about  it.  Lots  of  dollars  spent  on  pro- 
ductivity tools,  and  no  productivity 
gains  to  show  for  it.  It's  time  for  heads 
to  roll.  Enough  of  the  CYA  and  finger- 
pointing  at  supphers  or  software  appli- 
cation vendors.  Fire  your  MIS  direc- 
tor— the  whole  department — and 
immediately  start  over. 

"I'll  just  outsource  MIS  functions," 
you  slyly  figure,  "and  rid  myself  of  all 
this  nonsense."  WRONG  ANSWER. 
"I'll  just  send  the  entire  MIS  depart- 
ment to  conferences  to  update  them." 
WRONG  ANSWER.  "I'll  just,  I'll 
just...  you're  right,  I'll  fire  them  all." 

It's  about  time.  These  folks  have 
been  schmoozed  by  the  best  of  them 
for  years.  Worse  yet,  they  have  been 
warned  from  within  that  if  they  screw 
up,  as  measured  by  quantity  of  com- 
plaints, they  would  be  fired.  Rare  is 
the  MIS  director  financially  motivated 
by  productivity.  More  likely,  they  are 
demotivated  by  stress  over  failure. 
This  has  resulted  in  the  lemming 
approach  of  taking  the  easy  way  out: 
Everyone  else  is  buying  big  databases; 
I  should  as  well.  Everyone  else  is 
downsizing,  upsizing,  rightsizing;  so 
should  I.  The  concept  of  information 
technology  as  a  tool  to  increase  the 
output  of  your  company  remains  just 
a  concept.  What  a  shame. 

So  go  out  and  find  some  young 
pup,  the  grungier  the  better,  snobby 
education  optional,  and  install  that 
pup  as  MIS  director.  Actually,  make  it 
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And  go  hire  a 
Computer  Dude. 
Let  him  or  her 
loose,  with  free  rein  to 
change  everything. 


Info  Guru  or  Computer  Dude — opt  for 
the  less  respectful  title.  Now  let  him 
loose,  with  free  rein  to  change  any- 
thing and  everything  in  the  use  of 
information  technology  at  your  com- 
pany. If  you  had  any  guts,  you'd  let 
him  change  the  entire  management 
structure  while  he's  at  it,  but  that's 
your  job. 

Anything  not  nailed  down,  and 
even  things  that  are,  can  go.  Ninety 
days  is  all  it  will  take.  I  guarantee 
(but  try  to  collect)  that  after  the  first 
three  weeks,  your  IG  will  know  more 
about  how  your  company's  informa- 
tion flows  than  anyone,  including  all 
those  expensive  consultants.  It  will 
all  be  diagrammed  and  ready  to  be 
attacked  (gurus  don't  reengineer,  they 
attack!). 

Your  company,  with  respect  to  the 
outside  world,  does  one  of  three  things 
with  information:  1.  hoards  it;  2.  fil- 
ters it;  3.  sells  it.  Your  IG  will  figure 
this  out  quickly  and  match  systems  to 
function.  The  hoarding  function  can 
stay  on  legacy  systems.  Who  really 
cares?  It  is  touched  only  by  a  select 
few  in  white  lab  coats  anyway.  It's  the 
filtering  and  selling  of  information 
that  require  finesse. 

Filtering  is  mainly  an  internal 
function,  requiring  client  devices 


(read:  PCs)  to  be  able  to  connect  to 
appropriate  information  servers  to 
apply  your  own  special  inspection 
line.  I  hke  it,  I'll  use  it.  I  don't  like  it, 
I'll  pass  it  on  to  the  outside  world. 

Lest  I  be  accused  of  making  this 
stuff  up,  there  is  an  actual  case  study 
to  provide  support — well,  sort  of. 
Chiat/Day,  the  ad  agency  inspiration 
for  the  ever-annoying  "thirtysome- 
thing"  TV  series,  made  a  similar  edict. 
Jay  Chiat  was  written  up  on  these 
very  pages  for  stimulating  the  idea  to 
make  his  company's  operations  run  as 
a  virtual  office.  Chiat/Day  would  use 
technology  to  replace  not  just  paper, 
but  the  office  itself.  Laptops  replace 
desktops,  cellular  phones  replace 
wired  phones,  and  if  for  whatever  rea- 
son you  actually  have  to  be  in  the 
office — the  physical  one — for  human 
contact,  brainstorming,  etc.,  you 
would  be  issued  a  locker.  (Sounds  like 
those  nightmares  of  never  graduating 
high  school.) 

Chiat/Day's  Info  Guru  was  Steve 
Alburty.  Rather  than  firing  himself,  it 
seems,  he  fired  his  old  responsibilities 
and  took  on  new  ones.  Jay  Chiat 
smartly  gave  him  and  the  company  a 
six-month  deadline.  No  committees 
or  evaluation  period  or  department-by- 
department  transition.  Instead,  it  was 
unplug  the  old,  bring  in  the  new. 

So  what's  the  verdict?  Bad  news 
and  good  news.  Productivity  hasn't 
increased  yet.  Supporters  say  there's  a 
learning  curve;  detractors  say,  I  told 
you  so.  The  good  news  is  that  in  addi- 
tion to  being  an  ad  agency,  Chiat/Day 
now  has  a  consulting  service,  helping 
others  "fire  their  MIS  directors." 
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Reading  between  the  lines,  you'll  see  that 
Glaxo's  task  is  not  easy.  Yet  their  research  into  a 
host  of  natural  products  could  one  day  save  lives. 

Working  in  close  partnership  with  Singapore's 
Institute  of  Molecular  and  Cell  Biology,  Glaxo's 
US  $41  million  dollar  Center  for  Natural  Product 
Research  is  in  search  of  new  medicines  from  plants 
and  other  natural  sources. 

Such  collaboration  reflects  Singapore's 
position  as  a  leading  R&D  base  in  Asia.  Eastraco, 
Genelabs,  Hewlett-Packard,  Philips,  Siemens  and 
Sony  are  just  some  of  the  MNCs  which  have 
established  their  R&D  operations  in  Singapore. 
In  fact,  the  1994  World  Competitiveness  Report 
ranked  Singapore  first  in  Science  and  Technology 
among  the  Newly  Industrialized  Economies. 

With  research  institutes  and  centers,  dedicated 
science  parks  and  quality  manpower,  Singapore  has 
a  comprehensive  R&D  infrastructure  in  place. 

In  addition,  various  programs  and  incentive 
schemes  offered  by  the  Economic  Development 
Board  (EDB)  and  the  National  Science  and 
Technology  Board  (NSTB),  demonstrate  the 
government's  long-term  commitment  to  R&D. 

To  find  out  how  your  company  can  root 
its  R&D  operations  in  the  dynamic  Asia-Pacific 
region,  call  the  nearest  EDB  office  today. 


SingaporeUnlimited 


0<i553-O199   •   NEW  YORK  (212)  421-2200   •   SAN   FRANCISCO  (415)   591-9102    •   WASHINGTON   DC  (202)   223-2571   EUROPE:   FRANKFURT  (069) 
..g;  0036    •   JAKARTA   (21)    520-1489    •    OSAKA   (06)   261-5131    •    SINGAPORE   (65)   336-2288    •    TAIPEI   (02)   778-5759    •    TOKYO   (03)   3501-6041 
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Snow  big  deal:  In  Jackson  Hole, 
Rosenman  minds  the  store. 


Wired  Promoter 

Escaping  from  Manhattan  canyons  to  Wyoming  ranges  has 
been  a  slow  trip  for  Woodstock  co-producer  Joel  Rosenman. 
Cell  phones  on  the  slopes  are  one  cost  of  doing  business. 


Breaking  away  has  been  hard  to  do 
for  Joel  Rosenman,  52,  a  longtime 
venture  capitalist  who  recently  co- 
produced  Woodstock  '94.  In  theory, 
he's  already  done  it.  In  reality,  he's 
still  in  the  process. 

The  process  began  one  unusually 
warm  December  night  in  1980. 
Rosenman  and  his  wife  Kathy  were 


playing  backgammon  in  their  New 
York  apartment,  in  the  Dakota  build- 
ing on  Central  Park  West,  when  they 
heard  several  loud  pops  from  outside. 

"Was  that  a  backfire?"  Kathy 
asked.  "No,"  said  Rosenman.  "That 
was  somebody  emptying  a  handgun." 

Later  that  night,  the  Rosenmans 
learned   that   John   Lennon,    their 


neighbor,  had  been  murdered  in  the 
entrance  they  used  every  day.  Kathy 
turned  to  him  and  said,  "Let's  get  out 
of  this  town." 

Rosenman  says  the  shooting  led  to 
"a  quantum  decrease  in  our  sense  of 
safety.  We  felt  even  more  vulnerable 
because  our  first  child,  Molly,  had 
been  born  the  previous  year."  But 
pulling  up  stakes  from  Manhattan, 
where  there's  a  deal  around  every  cor- 
ner, was  not  an  easy  decision  for 
Rosenman.  "Scary,"  he  says.  "New 
York  was  where  I  had  lunch,  played 
squash  and  learned  about  new  deals. 
It  was  where  my  partners  were." 

Rosenman  calls  himself  a  venture 
capitalist,  but  he's  also  been  handling 
leveraged  buyouts  for  years.  (At  the 
time  of  the  Lennon  shooting,  he  was 
working  on  the  buyout  of  TSC  Indus- 
tries, owner  of  a  chain  of  stores  that 
sells  hardware  and  farm  supplies.) 
Rosenman's  path  into  the  business 
world  was  almost  crazily  accidental. 
In  the  late  1960s,  he  was  an  unhappy 
corporate  lawyer  out  of  Yale  with 
show-business  aspirations  that  led 
him  to  moonlight  as  a  singer  in  small 
clubs.  His  friend  John  Roberts  was 
similarly  lukewarm  about  his  pend- 
ing career  as  a  stockbroker.  So  they 
began  to  talk  about  teaming  up  in 
some  more  creative  field. 

Rosenman  and  Roberts  wrote  a 
TV  treatment  about  "two  guys  with 
more  money  than  brains  who  got 
into  nutty  projects  every  week."  An 
agent  loved  it,  but  asked  what  kind  of 
businesses  these  guys  would  be 
involved  in. 

Rosenman  and  Roberts  hadn't 
thought  much  about  that,  so  they  ran 
a  classified  ad  in  the  New  York 
Times  and  the  Wall  Street  Journal: 
"Young  men  with  unlimited  capital 
looking  for  legitimate  and  interesting 
proposals."  The  response  was  over- 
whelming— and  most  of  the  projects 
were  hilariously  unlikely.  But  the 
magical  (and  mythical)  mention  of 
"unlimited  capital"  had  revealed  the 
energy  of  the  venture  capital  deal 
flow  in  New  York  and  seemed  a  bet- 
ter bet — and  just  as  much  fun — as 
trying  to  sell  scripts  to  Hollywood. 

At  the  peak  of  the  VC  business, 
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Tear  down  the  walls. 


Use  this  hammer  to  tear  down  the 
walls  that  divide  the  many  parts  of  your 
organization.  And  that  separate  your 
organization  and  your  customers. 

We  can  help  you  wield  this  powerful 
and  sometimes  intimidating  tool  with  skill 
and  precision.  We're  SCT,  and  over  the 
past  25  years  we've  helped  hundreds  of 
organizations  implement  client/server 
solutions.  Replacing  walls  of  inefficiency 
with  windows  of  opportunity. 

Our  1,600  professionals  work  with 
utilities,  universities,  and  governments  all 
around  the  world  to  seamlessly  integrate 
administrative  and  operational  functions. 

We  provide  proven  software  packages 
that  can  be  tailored  to  meet  unique  needs. 

And,  when  needed,  we  act  as  out- 
sourcing partners  to  staff,  manage,  and 
run  entire  computing  operations. 

It  is  true  that  this  hammer  can  be 
used  to  tear  down  walls.  But  it  can  also  be 
used  to  build  To  build  strong  foundations 
of  efficiency  and  responsiveness  upon 
which  will  rise  a  new  and  better  house. 

Mike  Emmi,  our  CEO,  will  be  glad  to 
discuss  the  blueprints  with  you. 
Call  him  at  (610)  648-7565. 


ill  XT. 

For  Your  Information 


Systems  &  Computer  Technology  Corp. 

4  Country  View  Road,  Malvern.  PA  19355 

1-800-223-7036 
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their  portfolio  had  up  to  $10  million 
of  invested  capital,  and  the  partner- 
ship claimed  holdings  in  six  compa- 
nies with  combined  sales  of  $250  mil- 
lion. "We  have  a  Rolodex  of  100 
wealthy  individuals  who  invest  with 
us,"  Rosenman  says. 

With  business  hot,  the  family's 
dream  of  permanent  escape  was 
deferred.  But  during  the  1980s,  the 
Rosenmans  and  their  two  children 
(Molly,  now  14,  and  Ned,  13)  found 
that  their  happiest  times  were  spent 
skiing  in  places  like  Vail,  Aspen,  Sun 
Valley  and — most  appealing  of  all — 
Jackson  Hole,  Wyo. 

In  1990  the  Rosenmans  finally 
moved  to  Jackson  Hole  (population 
13,800).  "Our  venture  capital  and 
LBO  business  was  slow  because  valu- 
ations became  so  high  in  1989  and 
1990,"  says  Rosenman.  "We  thought 
the  market  was  over-optimistic.  I  fig- 
ured I  could  do  just  as  good  a  job 
rejecting  proposals  in  Jackson  as  in 
New  York  City." 

Rosenman's  original  plan  was  to 
spend  one  week  a  month  in  New 
York,  but  life — and  business — inter- 
fered with  that  idyllic  scheme.  For 
the  last  two  years,  he  has  spent  three 
weeks  out  of  every  four  in  Manhat- 
tan, making  a  mockery  out  of  one  of 
his  stated  reasons  for  breaking  away: 
to  spend  more  quality  time  with  his 
family. 

What  had  gone  wrong?  Woodstock 
'94.  Rosenman  and  Roberts  were  two 
of  the  four  producers  of  the  original 
Woodstock  festival  in  1969,  and  their 
Woodstock  Ventures  has  owned  the 
rights  to  the  Woodstock  name  and 
logo  ever  since.  When  he  talks 
about  the  original  festival,  Rosenman 
is  less  wide-eyed  counter-culture  than 
bottom-line  brutal.  "Woodstock  was  a 
business  venture  that  originally  lost 
money  and  was  incredibly  difficult  to 
manage,"  he  says.  He  notes  that,  for 
Woodstock  Ventures,  the  proceeds 
from  the  live  part  of  the  event  were 
$1  million  of  debt  and  70  lawsuits, 
filed  mostly  by  local  property  and 
business  owners.  Some  were  settlec], 
but  most  were  dropped.  With  film 
rights  and  royalties,  Woodstock  Ven- 
tures finally  started  making  money 
on  the  Woodstock  phenomenon  in 
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. ,  the  tightest  and 
'i.si,"  Rosenman 
■■■'■  );s  equipment.  "I 
.   Much  that  any  time 
']  back  fin  a  couple 
ds  tt's  worth  It,  espe- 
vhen  you're  running 
Rate  D1  to  gate  B14  to 
:<  prop  plane  at  the 
'. ■■■■'{  Lake  airport." 

His  Toshiba 
JiOOCT  computer,  a 
86/33,  weighs  less  than 
if  pounds.  It  has  a  250 


MB  hard  disk,  close  to  500 
MB  with  compression.  He 
has  20  MB  of  RAM.  A  PCM 
ves  him 
of  storage. 


FAVORITE  PIE( 


ti  .t  Lite 
Wilh  it,  I 
never  have  to  worry  about 
being  near  a  phone.  It's  very 
liberating.  I  love  Motorola." 
i  need  more 
lodem,  scan- 
and  external 


COMPLAINTS 


hard  drive  |171  MB  Mm 
so  lots  of  card  swappim; 
goes  on."  He  plans  to 
upgrade  to  a  Pentium  w 
the  chip's  problems  get 
cleaned  up  and  the  mac 
become  lighter....  The  » 
ner,  an  HP  Scanjet  3P, 
resides  at  the  University 
Club.  The  New  York  <>ilt 
has  a  486  PC,  fax  and  t 
printers  (LaserJet  4M,  w 
Canon  Bubblejet  lOex  • 
fallback). 


1980. 

For  the  second  Woodstock,  Rosen- 
man, who  looks  like  a  gracefully  aging 
rock  star,  would  make  sure  that  noth- 
ing was  left  to  chance.  That  meant 
relying  on  face-to-face  meetings. 

"Especially  when  you're  working 
with  new  people,"  says  his  partner 
John  Roberts,  "you  have  to  be  in  the 
room  with  them.  You  need  to  get  a 
sense  of  their  body  language.  You 
want  to  see  how  they  respond  when 
you  blitz  them  in  a  set  of  tennis." 

In  New  York,  Rosenman  lives  at 
the  University  Club,  a  home  away 
from  home  that,  with  travel  expenses, 
costs  him  about  $50,000  a  year.  In 
Jackson,  he  lives  in  a  3,000-square- 
foot  home  at  the  base  of  the  Tetons, 
less  than  a  mile  from  his  office  in  the 
Teton  Pines  Country  Club.  The  best 
skiing  in  town — with  the  nation's 
greatest  vertical  drop  at  4,139  feet — is 
15  minutes  away  by  car. 

Rosenman  often  gets  in  a  few  runs 
at  lunchtime,  but  he  retains  his  New 
York  workaholic  style.  "Joel  is  a  tech- 
nology freak,"  says  Roberts,  "and  he 
refuses  to  go  skiing  without  his  cellu- 
lar phone.  Sometimes  I'll  call  him 
while  he's  skiing  just  to  annoy  him. 
You'd  have  to  shoot  me  to  get  me  to 
bring  a  phone  on  the  slopes.  With 
Joel,  I  think  it's  a  combination  of 
guilt  about  being  out  there  and  fear  of 
being  left  out." 

Rosenman  disagrees,  claiming  it's 
the  technology  that  lets  him  be  out 
there  in  the  first  place:  "The  phone 
gives  me  the  freedom  to  go  skiing, 
the  ability  not  to  worry  about  what  I 
might  be  missing  back  at  the  office." 

And  Rosenman  has  used  technolo- 
gy to  transform  himself  into  a  power- 
ful roving  office.  His  Toshiba  sub- 


notebook,  which  sports  a  red  and 
white  Woodstock  '94  bumper  sticker, 
contains  every  contract  related  to  his 
companies'  current  work. 

When  he  travels,  Rosenman  is> 
notoriously  productive.  "I  think  those 
are  his  most  efficient  days,"  says' 
Roberts,  "at  least  judging  by  the. 
mountains  of  paper  he  hits  me  withi 
when  he  lands." 

Rosenman,  clearly,  is  still  1 
wrestling  with  the  subtleties  of  main-  • 
taming  a  long-distance  business  rela- 
tionship. "Sometimes  I  know  that 
being  away  for  a  while  gives  me  moreJ 
perspective,"  he  says.  Other  times, J 
though,  being  away  just  makes  him{ 
feel  out  of  the  loop. 

"There's  absolutely  no  deal  flow  in] 
Jackson,"  he  says  wistfully.  "In  fact  J 
if  you're  not  in  real  estate  or  tourism,] 
it's  hard  to  make  a  living  out  here." 

But,  oddly  enough,  that  may  beJ 
one  reason  Rosenman  prefers  Jacksomp 
conversation  to  that  of  New  York 
"This  is  not  a  very  materialistic! 
place.  People  are  much  less  concernecj 
with  whether  Woodstock  was  a  finan 
cial  success  than  whether  it  lived  up  J 
to  my  expectations. 

From  a  business  standpoint,  the] 
Wyoming  years  of  Rosenman's  lift  I 
have  been  enormously  successful 
The  response  to  Woodstock  '94 — wit! 
co-producer  Polygram  Diversifies 
Entertainment    shipping    600,00( 
record  units  last  fall — has  been  s<| 
great  that  Rosenman  is  still  spendin; 
much  of  his  time  back  East,  workin,  I 
on  Woodstock  spinoffs — books,  films) 
videos  and  a  theme  restaurant. 

Thus  far,  the  only  problem  witll 
Rosenman's  Wyoming  years  is  tha 
he's  spent  so  much  of  them  in  Ne\ 
York.  d 
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HAVING   THE    EQUIPMENT 


IS   ONE   THING. 


The  solution  is  to  work  with  a  company 
that  knows  how  to  take  your  equipment 
and  make  it  work  for  you.  A  company  that 
knows  what's  ahead  so  you  won't  get  left 
behind.  A  company  that  understands  how  to 
build  a  network  with  the  latest  routers,  hubs 
and  structured  cabling  systems  that  will 
grow  with  you.  Today  the  question  isn't  just 
about  equipment.  But  who  can  you  trust 
with  the  know-how  to  bring  everything  in 
your  network  together'-' 

KNOWING    HOW    TO    USE 
IT    IS    ANOTHER. 

Anixter.  Nobody  knows  networking  like  ue 
do.  It  starts  by  working  with  the  leading 
manufacturers  to  design  a  network  peifectly 
tailored  for  you.  Making  sure  it  stays  that 
way.  And  supporting  it  with  technical 
expertise  from  people  who  really  under- 
stand your  network.  For  cabling  systems, 
networking  products  and  the  know-how  to 
get  you  exactly  what  you  need,  exactly 
when  you  need  it.  there's  only  one  place  to 
set  your  sights: 
1-800-ANIXTER 
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35,0-2191  Triple  Crown 


Perhaps  the  most  important  quality 
a  transportation  company  can  offer 
is  timeliness.  Norfolk  Southern  moves 
some  1,000  coal  and  merchandise 
trains  a  day  with  clockwork  precision. 
Freight  travels  smoothly  and  reliably 
over  one  of  the  best-maintained  route 
systems  in  the  country-some  14,700 
miles  primarily  in  the  Southeast  and 
Midwest.  Computer-aided  dispatch- 
ing helps  place  your  goods  on  the 
quickest  path  to  their  destination.  Our 
Triple  Crown®  double-stack,  and 
bulk  distribution  services  help  even 
the  most  time-sensitive  customers 
win  the  race  to  market. 
Call  any  Norfolk  Southern  sales 
office  and  give  us  a  chance  to  show 
you  how  quickly  we  can  respond. 


We  answer  your  service  Questions 

24  hours  a  day.  Call  our 

National  Customer  Service  Center 

at  1-800-635-5768. 


(ration  Triple  Crown'  Strvkt  b  *  registered  Stmu  Mark  of  Triple  Cram  Services  Company.   1* 


NORFOLK 
SOUTHERN 

The  Thoroughbred  of  Transportation. 
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In  the  music  business,  dictated  by  the  rapidly 
shifting  passions  of  fans  and  the  whims  of  radio 
jockeys  and  MTV,  music  retailers  depend  on  the: 
supply  chains  of  the  record  labels  to  make  sure: 
the  music  is  in  the  bin.  by  Glenn  Rifkim 


Jeff  Abrams,  the  vice 
president  of  merchan- 
dising 
for     Best 
Buy,    the    $5 
billion        Min- 
neapolis-based 
electronics 
superstore  chain,  knows  about 
compact  disks. 

Best  Buy  is  rapidly  becoming  one  of 
the  largest  music  retailers  in  the  coun- 
try, carrying  up  to  65,000  different  CD 
titles  in  some  of  the  largest  of  its  near- 
ly 200  stores.  And  after  nine  years  of 
building  Best  Buy's  music  division, 
Abrams  knows  firsthand  what  it's  like 
to  dea'  with  the  major  record  distribu- 
tors. I  larly  EMI  Records  Group 
North  Am 

With  an  an  of  hot  recording  stars 
such  as  Gartj  oks,  Janet  Jackson, 
Bonnie  Raitt,  the  -atles,  the  Rolling 
Stones  and  Pink  ¥h  \  on  its  affiliated 
labels,  the  New  York- based  unit  of  the 


$2.2  billion  London-based  Thorn  EMI 
clearly  has  what  customers  want.  But 
getting  it  to  the  stores  has  been  a  long- 
playing  nightmare.  "Not  too  long  ago, 
they  were  absolutely  the  worst," 
Abrams  says  succinctly  about  EMI, 
one  of  the  three  largest  companies  in 
the  industry,  with  a  15.5%  share  of 
the  market.  "They  didn't  have  a  sys- 
tem to  measure  demand,  they  weren't 
manufacturing  to  demand,  and  their 
distribution  system  was  archaic.  They 
were  a  frustrating  company  to  be 
involved  with." 

Cema,  EMI's  distribution  arm, 
didn't  have  a  distribution  replenish- 
ment process  for  its  customers,  so 
retailers  hke  Best  Buy  could  only  wait 
with  fingers  crossed  when  opening 
EMI  shipments.  More  often  than  not, 
orders  would  be  only  partially  filled. 

Abrams  recalls  that  each  week  Best 
Buy  would  distribute  an  eight-  to  16- 
page  color  advertisement  to  local 
newspapers  promoting  special  CD  and 


video  sales.  The  ads  would  be  negoti- 
ated three  months  in  advance  with 
the  record  companies,  to  be  sure  tht 
merchandise  would  be  in  the  stores 
But  it  didn't  always  work  out  tha' 
way.  "We  would  get  close  to  the  ac 
date  and  notice  EMI  hadn't  shippec 
any  of  the  titles  they  put  in  the  ad,' 
Abrams  says.  "And  they  were  payin; 
for  the  ads  themselves.  So  we'd  havt 
to  jump  through  all  sorts  of  hoops  an< 
get  the  merchandise  air-shipped  in  a< 
the  last  rninute  if  we  could." 

But  music  retailers  are  no  longe 
singing  the  EMI  blues.  With  an  ovei 
haul  of  its  manufacturing,  distribu 
tion  and  information  systems,  EM 
has  eliminated  many  of  the  costl 
bottlenecks  that  frustrated  artists  an 
customers,  and  is  moving  its  produc 
to  stores  much  more  quickly  an 
accurately. 

In  the  music  business,  dictated  b 
the  rapidly  shifting  passions  of  far 
and  the  whims  of  radio  jockeys  an 
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MTV,  music  retailers  depend  on  the 
supply  chains  of  the  record  labels  to 
make  sure  the  music  is  in  the  bin 
when  the  customer  comes  in.  The 
best  distributors,  such  as  Sony  and 
Warner  Records,  can  usually  react  and 
ship  product  in  three  to  five  days. 

At  the  bottom  of  everyone's  fist  sat 
EMI,  which  set  the  standard  for  futili- 
ty, often  requiring  as  much  as  20  days 
to  turn  around  large  orders  (of  tens  of 
thousands  or  more).  Retailers,  in  order 
to  avoid  stock  shortages,  traditionally 
front  loaded,  or  beefed  up  initial  runs 
on  hot  new  releases — knowing  they 
could  return  overstock  for  full  refunds. 

The  returns  business,  especially  in 
EMI's  archaic  supply  chain,  became  a 
massive  and  costly  bottleneck.  Partial- 
ly filled  orders  require  a  second  ship- 
ment, at  additional  freight  costs  to 
EMI,  to  fill  the  rest  of  the  order.  They 


Lp,   Reengineers:  EMI's  Joe 
Kiener  (previous  page), 
|^j   Don  Harder  (I)  and  Chair- 
,  '    man  Charles  Koppelman 
i   shook  up  the  system  for 
—-■•   getting  hits  into  high  gear. 


also  require  picking  and  packing  the 
second  part  of  the  order.  According  to 
Joe  Kiener,  who  is  spearheading  EMI's 
supply-chain  reengineering,  80%  of 
what  is  returned  is  simply  excess 
inventory;  it's  not  going  to  be  put 
back  in  the  warehouse,  so  it  gets 
scrapped.  Cema  tossed  about  10  mil- 
lion units  each  year.  The  company 
estimates  it  was  losing  as  much  as 
$15  million  annually  in  unnecessary 
returns  and  overstock. 

Its  order-fill  rate,  at  81%,  was  low 
enough  that  stores  expected  that  they 
wouldn't  get  what  they  had  ordered 
from  EMI.  Millions  of  dollars  more 
were  wasted  on  extra  transportation 
costs  for  back  orders  that  hadn't  been 
filled  correctly  the  first  time.  Cema 
was  selling  out  its  average  inventory  a 
dismal  three  times  a  year, 
and  the  regional  ware- 
houses were  filled  to 
overflowing  with 
inaccessible  and 
often  outdated 
inventory. 

Worse      yet, 
a   touring   pro 
such  as  Rich- 
ard Marx  ora 
hot     new 
group  like 
Arrest- 


ed Development  would  often  check 
local  record  shops  while  on  tour,  only 
to  find  their  CDs  weren't  on  the 
racks.  This  created  a  hornet's  nest  in 
the  emotionally  charged  music  busi- 
ness, with  irate  managers  jamming 
EMI's  phone  lines. 

"When  I  started  314  years  ago,  I 
spent  50%  of  my  day  fielding  angry 
phone  calls,"  says  Matt  Constantino, 
manager  of  the  company's  Greens- 
boro, N.C.,  distribution  center. 

Handling  hits  was  tough  enough, 
but  catalog  orders,  for  both  recent 
works  and  older  recordings,  called 
deep  catalog,  make  up  40%  of  the 
company's  sales.  So  with  new  artists 
targeting  releases  for  Christmas  and 
retailers  stocking  up  with  perennial 
favorites  such  as  Frank  Sinatra,  Pink 
Floyd's  Dark  Side  of  the  Moon  or  the 
Beatles  Sgt.  Pepper,  the  bottleneck 
during  the  fall  has  traditionally 
been  overwhelming  for  EMI.  "In 
1992,  we  were  not  systematical- 
ly equipped  to  meet  those 
demands  in  the  fashion  we 
should 
have," 
says 


1  / 1 

'"'  ***** 

•  i     V 


I 


EMI  Reengineers 
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Kiener. 

EMI  also  earned  a  reputation  for 
regularly  derailing  special  promotions 
with  its  retailers.  EMI's  eight  individ- 
ual lahels,  which  include  Capitol 
Records,  Liherty  Records  and  Angel, 
would  spend  thousands  of  dollars  on 
cooperative  advertising  featuring  a 
special  sale  of  cer- 
tain CDs  and  then 
fail  to  deliver  them 
on  time  to  the 
store. 

Central  to  its 
woes  was  EMI's 
primary  business 
information  sys- 
tem, a  20-year-old 
IBM  3090  main- 
frame-based maze 
of  outdated  applica- 
tions and  millions 
of  lines  of  indeci- 
pherable spaghetti 
code,  some  of 
which  dated  back 
to  1969. 

Don  Harder,  EMI's  chief  of  infor- 
mation technology,  explains:  "Our 
current  IT  system  basically  supports 
three  configurations:  long-playing 
vinyl  records,  vinyl  singles  and  eight- 
track  cassettes.  We've  spent  years 
working  around  those  systems  to 
accommodate  the  modern  music  busi- 
ness hke  CDs." 

On  top  of  that,  EMI  had  its  share  of 
morale  problems.  Each  element  of  the 
supply  chain  was  isolated — sales  dic- 
tated to  manufacturing,  which  handed 
off  to  distribution.  Customer  service 
was  an  island.  This  led  to  inevitable 
finger-pointing  between  departments 
when  problems  arose.  "Culturally, 
there  was  that  kind  of  passing-the- 
buck  attitude,"  says  Kiener,  who  was 
formerly  chief  executive  of  EMI's 
Chrysalis  Records  label. 

TECHNOLOGY     UPDATE 

After  years  of  frustration,  EMI, 
beginning  in  the  fall  of  1992,  initiated 
a  major  reengineering  of  its  entire  sup- 
ply chain,  a  project  that  has  already 
begun  to  pay  dividends  in  under  two 
years. 

The  overhaul  spans  everything 
manufacturing  to  distribution  to 
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returns,  including  an  update  of  the 
entire  information  technology  infra- 
structure. The  company  is  moving  its 
operations  off  the  mainframe  onto 
IBM  AS/400  midrange  systems  run- 
ning J.D.  Edwards  inventory  and  order 
management  software.  The  transition 
of  the  primary  business  system  is 


AT    A    GLANCE 


EMI  Records  North  America,  a  $2.2  billion  record  distributor 
t  of  Thorn  EMI  i  nd. 

Rcengineeriv  ts  IT  infra- 

ctuxe.  Is  moving  ime  onto  IBM 

AS/400  midrange  running  II I  ory  and  order 

oft  ware. 
EMI's  delivery  tn  i  days  for 

and  the  company  couldn't  handle  i  irder- 

was  only  81%.  Ri  demandi] 

The  overhaul  st 

Already,  custom i 
labor  product 




about  85%  complete. 

Gone  will  be  the  100  programming 
hours  required  to  add  a  new  record 
label  to  the  system.  With  the  new 
software  and  hardware,  new  labels  can 
be  added  in  less  than  an  hour,  Kiener 
claims. 

Already,  EMIs  labor  productivity 
in  distribution  centers  has  risen  30%; 
its  peak  on-time  product  delivery  rate 
has  grown  to  99%  from  90%;  average 
inventory  is  selling  out  5.7  times  a 
year  rather  than  three,-  and  manufac- 
turing-driven order  problems  have  vir- 
tually disappeared. 

A  $6  million  expansion  to  its  Jack- 
sonville, 111.,  manufacturing  system 
has  reduced  the  amount  of  contract 
manufacturing,  or  outsourcing  for  CD 
and  cassette  replication,  that  EMI  has 
had  to  pay  for.  Kiener  figures  the  com- 
pany has  already  saved  $7  million  in 
outsourcing  fees  annually.  With  costs 
coming  down,  Kiener  increased  EMI's 
CD  manufacturing  capacity  from  the 
industry-standard  80%  of  demand  to  a 
whopping  120%,  so  that  the  company 
could  handle  unforeseen  "demand 
spikes"  created  by  a  hit  artist  like 
Mazzy  Star,  an  alternative  pop  band 
whose  CD  sales  leaped  practically 


overnight  from  1,000  a  week  to 
50,000  a  week  in  July  1994.  They  also 
were  able  to  manufacture  and  ship 
three  million  copies  of  a  Garth  Brooks 
greatest  hits  record  in  less  than  two 
weeks  in  November,  anticipating  big 
hohday  sales. 

EMI's  order  cycle,  meanwhile,  has 
^^^^^^^^_  dropped  from  20 
days  to  two  or 
three  days  for  hits, 
and  three  to  seven 
days  for  deep  cata- 
log. 

"In  the  last  year, 
they've  gone  from 
last  place  to  one  of 
the  best,"  along 
with  rivals  Sony 
and  Warner  Broth- 
ers, says  Best  Buy's 
Abrams.  Best  Buy, 
which  did  $40  mil- 
lion in  business 
with  EMI  last  year, 
is  now  seeing: 
improved  order-fill  I 
rates,  increased  accuracy  in  forecast- 
ing retailers'  needs  and  little  or  noi 
problem  getting  CDs  on  time  for  spe- 
cial cooperative  advertising  promo- 
tions. 

"In  the  past  nine  months,  the  prob- 
lems have  gone  away  to  the  point 
where  they're  not  an  issue  anymore," 
adds  Lou  Mann,  senior  vice  president 
of  sales  at  Capitol.  "I  don't  even  look 
at  the  product  fill  report  anymore." 

"The  reengineering  effort  has 
brought  a  tremendous  level  of  effi- 
ciency to  our  entire  North  American 
supply  chain  process,"  says  Terri  San- 
tisi,  executive  vice  president  and  gen- 
eral manager  of  EMI  Records  Group. 
"It  takes  less  than  15%  of  the  time  it 
used  to  take  for  us  to  get  the  music  to 
our  customers." 

Santisi  pointed  to  this  past  Christ- 
mas season  for  two  striking  examples. 
Two  releases,  the  Garth  Brooks 
anthology  and  the  Beatles  BBC  Live 
Tapes  took  off  as  soon  as  they  were 
released  in  early  December.  Demand 
was  so  strong  that  Garth  Brooks 
immediately  leaped  to  No.  3,  and  the 
Beatles  to  No.  7,  on  the  Billboard  Top 
100  chart. 

"We  were  turning  around  Garth 

Forbes  ASAI I 


"Give  me  power  and  versatility. . 

and  watch  out." 


"J  operate  a  small  business.  ..but  I 
compete  with  big  business.  So  my  phone 
system  has  to  be  big  time,  too." 

It's  hard  to  be  competitive 
when  your  phone  system  isn't.  So 
NEC  developed  a  new  PBX,  the 
NEAX®2000  IVS,  to  put  the  power 
and  versatility  of  big  phone  systems 
into  the  hands  of  small  businesses. 
It's  fast,  reliable  and  filled  with 
capabilities  to  enhance  incoming 
caller  service,  increase  employee  pro- 
ductivity, and  improve  efficiency. 
Because  increased  caller  activity 
should  translate  into  more  business, 
not  more  business  challenges. 

And  with  application  features  that 
allow  integration  with  your  computer 
network  and  other  information  sys- 
tems, the  NEAX2000  IVS  is  as 
versatile  as  it  is  powerful. 

If  a  phone  system  that  allows  you 
to  do  so  much  sounds  too  good  to  be 
true,  remember,  it's  from  NEC,  a 
leader  in  communications  technology 
for  over  90  years.  And  when  you've 
got  that  kind  of  expertise  on  your 
side,  your  competitors  had  better 
watch  out. 

For  more  information  on  how  the 
NECNEAX2000IVS  ■■- 
can  help  your  small 
business  become 
larger,  call  1-800- 
TEAH-NEC. 


HnHNlKflUJl 


EMI  Reengineers 


Brooks  and  the  BBC  Tapes  in  two  to 
three  days.  The  average  turnaround 
time  used  to  be  10  to  15  days,"  she 
says. 

DEMANDING    CUSTOMERS 

What,  after  all  these  years,  gave 
EMI  a  wake-up  call?  The  recognition 
that  the  industry  itself  was  changing 
dramatically. 


acksonville,  Los  Angeles  and 
ensboro. 

Cema  President  Russ  Bach,  a 
music  distribution  expert  who  joined 
Cema  in  1989  from  Warner's  WEA 
distribution  unit,  says  what  he  dis- 
covered at  Cema  was  "awful,"  a 
physical  system  in  total  disarray. 
Cema  had  three  full-service  ware- 


Transportation 


Source:  EMI 


The  retailers, 
now  sophisticat- 
ed users  of  tech- 
nology, were 
demanding 
faster,  more  effi- 
cient service. 
They  wanted 
smaller  orders 
delivered  quickly 
and  directly  to 
retail  outlets 
rather  than  to 
regional  distribu- 
tion centers. 
Such  demands 
simply  couldn't 
be  met  by  the 
EMI  of  old. 

Business 
practices  that  drove  the  process,  often 
based  on  intuition  and  gut  feeling,  are 
now  shaped  by  data.  Technology 
offered  by  such  new  companies  as 
Soundscan,  a  Hartsdale,  N.Y.,  music 
tracking  firm,  suddenly  puts  hard  fig- 
ures on  unit  sales  at  every  retail 
counter,  by  measuring  actual  sales 
instead  of  relying  on  the  old  method 
of  phone  interviews  with  salesclerks. 

Another  system,  called  BDS,  cap- 
tures radio  airplay  and  replaced  tele- 
phone interviews  and  disk  jockeys' 
hand-kept  logs.  These  systems 
changed  the  way  Billboard  reported 
its  top  hits  and  retailers  tracked  the 
sales  of  CDs.  And  record  companies 
began  to  realize  that  they  could  no 
longer  afford  to  be  wrong  so  often. 

Kiener  has  worked  swiftly  to  cor- 
rect crucial  problems,  particularly 
with  Cema..  the  EMI  distribution  arm. 
Cema,  which  is  based  in  Woodland 
Hills,  Calif.,  in  1991  brought  in  CSC 
Index  consultants  to  help  in  the  sup- 
ply chain  rede  Ign.  That  resulted  in 
an  overhaul  of  Cema's  three  main 
distribution  and  manufacturing  sites 


Before  and  After  EMI's  Supply-Chain  Overhaul 


find  out  by  not  receiving  what  the) 
wanted,"  Kiener  explains. 

Cema  instituted  a  state-of-the-ar 
warehouse  automation  system  ii 
Greensboro,  where  it  shifted  its  entin 
back  catalog  inventory.  The  Greens 
boro  plant  also  acts  as  a  regional  "hit' 
warehouse,  along  with  Los  Angeles  an< 
Jacksonville,  filling  orders  for  the  50( 
"hot"  high-vol 
ume  releases. 

With  new  CE: 
manufacturin 


Reductions 


Service  Improvements 


Inventory/ 
Obsolescence 


Warehouse 
Labor 


Warehouse 
Order-Fill  Rate 


Manufacturing 
On-Time  Rate 


houses,  each  -stocking  every  item  in 
the  EMI  line,  the  equivalent  of  10,000 
stock-keeping  units.  None  of  the 
products  were  housed  in  any  reason- 
able order.  Kiener  says  that  500  of  the 
10,000  SKUs  made  up  80%  of  the 
volume,  but  hot  hits  could  be  stuck 
on  the  highest  shelf  in  an  obscure 
corner  while  old,  dusty  catalog  items 
would  sit  on  prime  shelf  space.  The 
California  warehouse,  for  example, 
needed  80  stock  pickers  to  wander 
the  aisles  and  search  for  titles  amid 
an  average  inventory  of  seven  million 
units.  That  number  has  been  reduced 
to  1.5  million  units,  handled  by  17 
people. 

Cema's  order  entry  capability  was 
so  antiquated  that  a  store  ordering  the 
Sgt.  Pepper  CD  wouldn't  know  imme- 
diately whether  it  was  available.  A 
modem  system  would  tell  a  customer 
the  availability  up  front  and  provide  a 
target  date  for  delivery.  At  Cema, 
such  an  order  generated  a  paper  form, 
and  a  warehouse  picker  would  go  out 
to  search  for  the  product.  If  the  title 
was  unavailable,  "the  customer  would 


equipment  ii 
Jacksonville 
and  new  priori 
ties  clearly  in 
place  at  eac! 
site,  Cema  ha 
succeeded  i: 
wiping  out  th 
last  vestiges  c 
its  poor  repute 
tion.  "They'v 
made  a  majc 
improvement, 
says  Kirr 

Strawser,  a  corn 
sultant      witt 
Ernst  &.  Youn 
in  San  Francisco.  "And  even  befoi 
any  change  was  noticeable,  the  pe 
ception  from  customers  that  they  ai  |j 
attempting  to  make  these  change 
was  a  positive  lift.  It  raised  EMI 
esteem  in  the  eyes  of  the  customer 
Now  they  have  to  sustain  the  effort. 
Peter  Blei,  chief  financial  officer  i 
Spec's  Music,  a  59-store,  $78  millic 
Florida  chain,  calls  the  new  Cema  sy 
tern  "extremely  impressive,  sophist 
cated  automation."  Blei  points  oi 
that  handling  misshipments  is  tl 
retailer's  nightmare.  "The  cost 
astronomical,"  he  says.  "You  have 
stop  ndrmal  flow  and  handle  tl 
exception." 

Constantino,  the  manager  of  EM 
Greensboro  plant,  says  that  in  tl 
past,  it  took  24  hours  to  receive  ai 
shelve  a  new  shipment  of  CDs.  Nc 
it's  less  than  four  hours.  More  impc 
tant,  he  says,  customer  order-fill  rat 
are  now  up  to  95%  from  a  dism 
80%.  "When  you're  not  spendii 
time  filling  back  orders,  it  gives  y< 
more  time  to  fill  new  ones,"  Consta 
tino  says.  (i 
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THE  PREMMIA  GX  WITH  DUAL  PROCESSORS. 
(This  power  should  be  used  for  good,  not  evil.) 


Just  imagine  facing  the  world  with, 
not  only  one,  but  two  Pentium™  CPUs. 
You  accomplish  the  most  tedious  of 
feats  in  half  the  time. Take  on  mult- 
iple tasks  all  at  once.  It's  like  having 
the  strength  of  two  computers 

In  fact,  some  people  are 
amazed  at  how  much  the 
Premmia  GX  computer  per- 
forms like  a  workstation. 

Optional  dual  processors 
easily  let  you  run  the  latest 
32-bit  operating  systems. 

As  for  graphics,  how 
speedy  is  our  PCI-based 
64-bit  subsystem?  Over  41  million 
WinMarks  speedy. 

Available  hard  drives  include  either  a 
540MB  or  1GB  Enhanced  IDE  You  decide. 
YOU'LL        LIKE       TH 


P&OC€$$OA£ 


And  with  an  integrated  FastSCSI-2 
controller,  you  can  quickly  connect 
a  hard  drive,  scanner  or  whatever 
peripherals  your  work  demands. 

But,  of  all  its  features,  the  real 
brawn  of  the  Premmia  GX  may  be 
our  network  of  resellers 
across  the  country.  Plus, 
our  very  own  telephone 
support  group  is  just  a  call 
away-24  hours  a  day.  And, 
of  course,  there's  a  three 
year  warranty  as  well.* 
What  else  would 
you  expect  from  one  of 
the  industry's  largest  PC  makers? 
To  learn  more  about  the  GX, 
call  1-800-876-4AST  Knowledge 
is  power,  too. 

WAY        WE        WORK" 


Premmia  CX 

90  or  100MHz 

Pentium    processor, 

OverDrive  ready 

256KB  synchronous 
burst  mode  cache 

PCI  and  EISA 

PCI  graphics  card, 
2MB  graphics  VRAM 
upgradable  to  4MB 

Integrated  Ethernet 

Plug  and  Play  capable 


AST 

COMPUTER 


6W5  AST  Reeareh.  Inc.  All  nghb  toerved-  AST  a  i  teewercd  trademark  of  AST  Roeatch,  Inc.  AST  Computet,  (he  AST  I.*..,  Premmia  and  "Wll  Lite  The  Way  We  Wort"  are  trademark*  of 
AST  Research.  Inc.  Intel  and  rhc  Intel  ItukJe  Ifeuare  rczwered  trademark*  and  Pentium  and  OverDrive  arc  trademark*  ntdnrcl '  upootiOfl  All  othtf  product  n  iHVtct  names  mentioned  herein  ma\ 
he  trademark*  ut  tegwered  trademarks  ri  their  respective  inmerv  'One  year  -m-Mfe  and  iwo  yeartatrv-m  warranty  for  hard  dnvc  model*  Thtec  vt-nr .  trr,  in  u.irr.mtv  foi  non-hard  drive  modeb 
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If  Your  Software  Isn't  Increasing 
Productivity  What's  The  Point? 


he  Pbint  Is  Time. 


That's  why  instructor-led  computer  training 
make  a  real  point  of  difference  in  employee  performance.  ^^^3  The  kind  of 
diffei  'nosing  Productivity  Point  International  can  make. 

Our  net  er  80  training  centers  throughout  the  U.S.  and  Canada  offers 

customized  or  standa)  d  courses  targeted  towards  immediate  on-the-job  transfer  of 


learning.  /ffffiffinffi  ^ncj  our  hands-on  instructors  ensure  that  students  gain  exactly  the  skills 
needed  to  return  measurable  results  on  your  investment,  whether  training  takes  place  on  or 
off  site. 

It  all  points  to  time.  Time  that  means  more  hours  in  the  day.  Because  it  ■  *  UUUbllVlly 

means  more  productivity  from  your  employees.  To  learn  how  our  L#   I    IM 

training  can  make  that  point  of  difference  for  you,  call  1-800-979-TIME  today,    computer  training  services 

The  Point  Is  Time". 


Is  it  really  time  to  consider  OS/2  Warp,  the  latest  version  of  IBM's 
operating  system?  Or  should  you  wait  until  later  this  year  for  Microsoft 
to  finish  its  next-greatest  graphical  operating  system,  Windows  95? 
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by  David  Strom 

You  would  think  such  a  simple  ques- 
tion would  have  a  simple  answer,  but 
picking  the  right  platform  for  your 
desktop  computers  has  many  shades 
of  gray. 

First,  some  history.  IBM  and 
Microsoft  once  shared  the  same 
vision,  and  birthed  OS/2  to  the  world 
in  1987.  This  world  was  very  different 
from  today's:  Windows  was  still  a 
minor  curiosity,  DOS  was  king  and 
Unix  was  still  a  four-letter  word  to 
most  corporate  IS  managers. 

This  first  version  of  OS/2  was 
notable  for  three  things:  It  didn't  sport 
any  graphical  user  interface  (that 
would  come  later);  it  ran  multiple  pro- 
grams concurrently  (what  is  called 
multitasking);  and  it  required  lots  of 
memory  and  machine  resources  to 
run. 

Then  came  the  divorce.  IBM  and 
Microsoft  went  their  separate  ways, 
and  the  war  over  the  desktop  began. 
Windows  took  off  like  a  rocket,  while 
IBM  plodded  along  with  OS/2. 

Last  fall,  IBM  announced  its  third 
major  version  of  OS/2,  known  by  its 
code  name,  Warp.  Microsoft  has  yet 
to  ship  its  response,  although  it 
should  show  up  sometime  this  year. 


So  how  to  decide  between  the  two? 
Here's  our  guide. 

WHO    SHOULD    USE    OS/2? 

Most  of  our  contacts  agreed  that  OS/2 
is  not  for  everyone,  and  is  best  suited 
for  the  "power  user"  crowd,  those 
busy  folks  who  value  their  time  high- 
ly and  need  to  do  more  than 
one  thing  at  a  time  on  their 
computers. 
Fore- 
most, .4^ 
OS/2  +7T 
gets  '  ** 
high  *  *# 
marks  0  %t 
from  soft-  #  ^ 
ware  £  %  0 
developers 
and  other 
in-house  programmers. 
"You  can  have  ses- 
sion s 
open 
for  cod 
ing,  compiling 
and  testing  all  at 
the  same  time,"  says 
Jeff  Meyer,  a  systems  consultant 
for  Hewitt  Associates,  Lin- 
colnshire, 111.  Meyer  supports  more 
than  1,400  OS/2  desktops  at  his 
benefit  and  compensation  con- 


sulting firm. 

"OS/2  is  used  strictly  for  people 
who  really  need  to  multitask,"  says 
Katherine  Epes,  a  consultant  with  an 
international  financial  institution 
headquarters  in  Washington,  D.C. 
Epes  has  6%  of  her  desktops  running 
OS/2.  "Our  developers  and  account- 
ing folks  need  to  run  multiple  main- 
frame and  minicomputer  sessions." 
But  developers  aren't  the 
only  ones  who  need  to  run  sever- 
al programs  at  once.  Dwight 
Scott  Miller,  a  longtime  user  of 
OS/2  who  heads  his  own  con- 
sulting firm  in  Bryan,  Texas, 
says,  "The  main  users 
are  clerical  support 
personnel 
with 
multide- 
part- 
mental 
responsi- 
bilities as 
well  as  system 
administrators  and 
developers.  In  each 
case,  the  need  is  foi 
multiple  open  tasks  thai 
run  reliably  for  long  periods 
of  time."  Miller's  clients  havf 
about  20%  of  their  machine; 
running  OS/2. 
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And  even  the  less  techno-sawy  can 
benefit  from  OS/2.  "Our  newest  OS/2 
users  tend  to  be  in  the  marketing  and 
support  areas,"  says  Bruce  Wells,  vice 
president  of  development  for  Radio 
Computing  Services,  Scarsdale,  N.Y. 
"They  can  perform  housekeeping  and 
troubleshooting  functions  on  one 
client's  database  while  getting  records 
of  another  client.  With  DOS,  these 
diagnostic  tasks  would  tie  up  the 
machine  for  up  to  half  an  hour."  Wells 
supports  more  than  half  of  his  35 
users  running  OS/2. 

Another  big  advantage  of  OS/2  is 
what  IBM  calls  crash  protection.  Win- 
dows is  notorious  for  frequent  system 
crashes,  and  OS/2  offers  a  way  around 
this.  Again,  software  developers  were 
the  first  to  figure  this  out.  "Develop- 
ers can  test  applications  at  the  same 
time  as  they  are  running  multiple 
code  editors,  and  be  secure  that  nearly 
all  ill-behaved  code  will  kill  only  itself 
instead  of  the  whole  system,"  says 
Miller,  the  consultant  in  Texas.  "My 
machine  came  up  in  April  1993  and 
has  not  been  down  since  unless  I 
deliberately  turned  it  off.  It  just  runs 
and  runs  and  runs." 

Keeping  machines  up  and  running 
saves  money  over  the  long  haul. 
"Users  are  primarily  still  running 
Windows  applications  under  OS/2, 
and  they  appreciate  not  having  to 
reboot  the  system  when  it  hangs," 
says  Jerry  Stuckle,  president  of  JDS  & 
Associates,  Raleigh,  N.C.  His  clients 
altogether  have  several  thousand  OS/2 
desktops,  and  Stuckle  has  had  lots  of 
experience  with  OS/2. 

Not  everyone  agrees  about  OS/2's 
reliability,  however.  Epes,  the  Washing- 
ton consultant,  says,  "Our  experience 
with  OS/2  has  been  that  it  is  cumber- 
some, slow  and  unreliable."  Her  com- 
pany updated  to  Warp,  but  has  stan- 
dardized on  Microsoft  Windows. 

WHAT     ABOUT     WINDOWS? 

Microsoft's  current  Version  3  undeni- 
ably has  the  lion's  share  of  desktops 
and  developers'  mind  share  as  well. 
Why  buck  the  trend?  "My  customers 
don't  want  to  wait  to  be  able  to  run 
strong  business  applications  well, 
quickly  and  reliably,"  Miller  says. 
Since  the  next  version  of  Windows 


isn't  yet  shipping,  his  chents  are  stick- 
ing with  OS/2. 

"Each  user  decides  on  the  operat- 
ing system  they  want  to  run,  rather 
than  a  dictate  of  company  policy," 
says  Wells,  the  development  vice  pres- 
ident, who  has  a  mixture  of  DOS, 
Windows  and  OS/2  machines.  Howev- 
er, he  has  found  that  "OS/2  creeps 
through  the  organization.  One  user 
will  start  with  it,  and  then  their 
neighbors  will  see  what  it  can  do." 

Many  people  feel  comfortable  with 
Windows,  mainly  because  the  vast 
majority  of  applications  have  a  similar 
look  and  feel.  "We've  standardized  on 
Windows  because  its  graphical  inter- 
face is  a  better  working  environment 
for  spreadsheets  and  word  processing," 
says  Scott  Jangro,  manager  of  techni- 
cal support  for  Dragon  Systems  in 
Newton,  Mass.  Dragon  has  only  about 
2%  OS/2  desktops.  "If  you  put  two 
machines  next  to  each  other,  one  run- 
ning Windows  and  one  running  OS/2, 
most  users  would  take  a  peek  at  the 
OS/2  machine  but  most  would  sit 
down  at  the  Windows  machine  to 
work,"  Jangro  says. 

And  for  some  applications,  Win- 
dows offers  better  compatibility. 
"Applications  that  require  Windows' 
virtual  device  drivers,  such  as 
Microsoft's  Visual  C++,  don't  run 
under  OS/2,"  says  Stuckle,  at  JDS. 
"This  means  that  many  developers  are 
switching  back  to  Windows  for  devel- 
oping their  Windows  applications." 

At  Epes's  company,  "The  original 
attempt  to  convert  many  of  our 
groups  to  OS/2  didn't  work  because 
the  operating  system  was  more  than 
they  needed,"  she  says.  "Most  of  our 
users  want  multiple  windows 
and  not  necessarily  multi 
tasking." 

Wells  advises:  "If  the 
user  does  only  one  thing, 
stick  with  DOS  and 
Windows. 
If  the  user 
needs  per- 
f  ormance 
from      the 
machine, 
then  OS/2 
is  the  way 
to  go." 


When  it  comes  to  the  relative  relia- 
bility of  Windows  versus  OS/2,  OS/2 
is  the  hands-down  winner:  "We  think 
OS/2  is  much  more  stable  than  Win- 
dows 3.1.  You  have  to  go  out  of  your 
way  to  hog  the  system  or  bring  it 
down,  while  with  Windows  you  have 
to  go  out  of  your  way  not  to  do  these 
things,"  says  Matt  Gray,  president  of 
Hilgraeve  in  Monroe,  Mich.,  and  a 
longtime  developer  of  OS/2-based 
communications  products.  "All  our 
years  supporting  OS/2  have  not  been 
that  lean.  About  40%  of  our  revenue 
comes  from  OS/2-based  products." 

Many  corporate  IS  managers  are 
worried  about  Microsoft's  shifting  loy- 
alties as  it  brings  out  newer  and  newer 
versions  of  Windows.  "I  am  tired  of 
yet  another  Microsoft  Windows  appli- 
cations programming  interface,"  says 
Wells. 

Microsoft  has  also  been  slower  to 
release  upgrades  than  IBM.  "IBM  has 
shipped  seven  revisions  of  OS/2  in  the 
time  that  Microsoft  has  released  just 
four  for  Windows,"  says  Wells.  "To 
me,  this  shows  a  commitment  to 
OS/2  from  IBM.  I  don't  see  the  same 
commitment  from  Microsoft." 

WHAT    ABOUT    WARP    ITSELF? 

Since  its  release  last  fall,  IBM  has 
managed  to  grab  some  attention.  Warp 
is  easier  to  install  than  earlier  ver- 
sions. "Our  users  find  OS/2  much  eas- 
ier to  use  and  configure  than  Windows 
itself,"  says  Stuckle. 

IBM  claims  that  Warp  will  run 
"comfortably"  in  a  four-megabyte 
machine,  but  most  of  our  contacts 
were  running  it  in  machines  with  at 
least  eight  megabytes  of  memory. 
"The  hardware  upgrade 
needed  to  run  OS/2  is 
not  minor,"  says 
Stuckle. 
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OS/2  Warp 

"The  extra  memory  translates  to  at 
least  $200  to  $700  per  machine.  How- 
ever, the  typical  payback  is  on  the 
order  of  a  few  months,  due  to  the 
higher  availability  of  the  OS/2  sys- 
tems." 

Many  early  users  were  highly  im- 
pressed with  the  product.  "I  think 
Warp  is  a  well-crafted  product  and  I 
highly  recommend  it,"  says  Miller. 
Stuckle  calls  Warp 
"very  good." 

IS  ANYBODY  WRIT- 
ING NATIVE  OS/2 
APPLICATIONS? 

IBM  is  in  a  bit  of  a 
quandary:  Since  OS/2 
runs  ordinary  Win- 
dows applications  well, 
there  is  little  incentive 
for  software  developers 
to  write  native  OS/2 
applications.  "Oddly 
enough,  Lotus  Notes 
runs  better  in  a  win- 
dow under  OS/2  than 
in  the  native  OS/2  ver- 
sion," says  Epes. 

A     few     software 
developers,  including 
Hilgraeve,  have  done 
well  with  OS/2.  "Our 
OS/2  customers  buy  in 
quantity  directly  from 
us,  so  our  cost  of  sell- 
ing is  much  lower  and 
our  margins  are  high- 
er,"       says        Gray, 
Hilgraeve's  president.  "Plus,  most  cor- 
porate customers  have  in-house  sup- 
port, so  we  don't  have  to  do  as  much 
support." 

However,  most  software  developers 
have  concentrated  on  where  the  mar- 
ket is,  and  that  means  Windows.  Cor- 
porate IS  managers  see  this  as  a  poten- 
tial weakness  of  IBM's  long-term 
strategy. 

"IBM  needs  to  support  independent 
software  developers  better — these  are 
the  people  that  can  make  or  break 
OS/2.  So  many  times  I  have  heard, 
'There  aren't  any  OS/2  applications 
available,'"  says  Stuckle. 

"If  I  were  IBM,  I  would  be  building 
better  relationships  with  the  applica- 

>n  vendors,"  says  Meyer.   "IBM 
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needs  to  be  more  accessible  and  pro- 
application  developers  with  total 
continuous  commitment." 

But  even  IBM's  own  software 
development  efforts  have  shifted  to 
Windows.  Indeed,  last  year  OS/2  Pro- 
fessional magazine  took  it  upon  itself 
to  market  and  sell  one  OS/2  product 
that  had  been  developed,  then  neglect- 
ed by  IBM. 


Bruce  Wells,  vice  president  of  development 
for  Radio  Computing  Services,  supports 
more  than  half  of  his  35  users  running  OS/2. 


Some  developers  are  coming 
around,  though.  "Developers  have  sud- 
denly woken  up  to  the  fact  that  Win- 
dows 3.1  is  a  kludge,  while  OS/2  Warp 
is  a  mature  32-bit  OS,"  says  Miller. 

WHAT   ABOUT   NETWORKING? 

IBM  took  several  months  to  deliver  its 
network  client  software  for  Warp. 
Despite  this  delay,  some  corporate  IS 
managers  see  networking  as  OS/2's 
true  strength. 

"Networking,  in  my  case,  as  an 
OS/2  client  going  to  NetWare  3.x 
servers,  has  been  flawless  from  the 
get-go,"  says  Miller. 

Stuckle  agrees.  "I've  seen  that  Win- 
dows for  Workgroups  has  had  an 
impact  on  many  users,  as  they  want 


an  inexpensive  network  for  sharing 
files."  He  says  he  would  recommend 
OS/2  for  anyone  who  needs  network 
access. 

Adds   Wells:    "IBM   has    really 
improved  OS/2  to  the  point  where 
you  just  have  to  install  the  network 
and  configure  your  desktop.  No  mem- 
ory management  issues,  no  device  dri- 
ver and  resident  software  conflicts.  It 
really  is  a  lot  simpler." 
OS/2's  networking 
capabilities  don't  sat- 
isfy everyone,  howev 
er.  "The  most  trou 
bling  component  o: 
our  OS/2  installations 
has  been  the  Novel 
client  software.  We'vt 
played    the    role    o 
mediator      betweer 
Novell  and  IBM  or 
more  than  one  occa 
sion.  And  we  have  rui 
into  some  compatibili 
ty  issues  with  Win 
dows  and  networkin 
applications  on  OS/2, 
says  Meyer. 

DOES    IBM    HAVE     j 
CHANCE  AT  GETTIN 
ANY   MIND   SHARE 

IBM  has  never  bee 
very  proactive  at  ma: 
keting  OS/2,  especial! 
compared  with  th 
resources  that  Mien 
soft  has  invested  i 
Windows.  Will  IBM  repeat  histoi 
with  Warp?  Opinion  is  divided. 

The  final  analysis  has  yet  to  t 
written  and  largely  depends  on  wh; 
features  will  be  contained  in  Windov 
95.  "Any  analysis  of  OS/2  reall 
depends  on  the  operating  system  beir 
compared,"  says  Stuckle.  "When  cor 
pared  to  Windows,  OS/2  is  much  mo 
stable.  Compared  to  DOS  or  Unix, 
has  a  better  user  interface.  Compar* 
to  Windows  NT,  OS/2  requires  few 
system  resources."  G 

David  Strom  is  a  frequent  contribut 
to  Forbes  ASAP  and  runs  his  ov 
consulting  firm  in  Port  Washingtc 
N.Y.  He  can  be  reached  via  the  Inti 
net  at  david@strom.com. 
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IS  YOUR  TELEPHONE  SYSTEM  GOOD  FOR  YOUR  BOTTOM  LINE? 


Na-a-a-a 


Yo 


OU  HAVE  a 
hidden  money  muncher 
in  your  company.  For  good 
or  bad,  your 
communications 
system  represents 
a  direct  line  to 
your  bottom  line. 
Voice.  Data.  It's 
the  system  that  keeps 
you  in  business.  But 
today,  it's  grown  into  an 
appetite  on  legs.  Now, 
you  could  just  let  it 
eat  more 
and  more  of 
your  profits. . 
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R  YOU  CAN  let 

Source  give  you  true 

accountability.  Our 

business  is  communications  equipment. 

We  don't  make  the  gear,  we  sell  it  — 

every  brand  and  model.  And  we 

repair  it.  And  we'll  train  your 

people  to  manage  and  live  with  it. 

We'll  even  store  and  distribute 

it  so  you  can  apply  your 

resources  more  profitably. 

SOURCE  IS  HELPING  America's 

most  efficient  companies 

manage  their  system  as  if  it 

were  one  of  their  biggest 

assets.  Which  it  is. 


Don't  let  your  telephone  investment  get  your  goat.  Call  Source. 

SOURCE 


FREE  HELP:  Every  other  month,  Source  publishes  technical  tips  from  the  cutting  edge.  For  your  complimentary  subscription  to  SourceLine,  call  1-800-647-2205. 


ne  can  read  a  hundred  books,  maga- 
zine articles  and  white  papers  on  the 
link  between  location  and  economic 
vitality.  But  Walter  Wriston,  former 
Citicorp  chairman,  said  it  best.  He 
managed  to  distill  a  gigabyte  of  wis- 
dom on  the  subject  into  a  half-sen- 
tence in  his  1992  book,  The  Twilight  of  Sovereignty. 
an  age  of  ubiquitous  computing  and  networks, 
Wriston  says  capital  will  "go 
where  it's  welcome  and  stay 
where  it's  well  treated. "  Stop 
and  let  the  phrase  linger 
awhile.  Describing  capital, 
Wriston  meant  both  money 
and  the  human  variety,  cap- 
tured as  knowledge  and 
entrepreneur  ship. 

Wriston  was  writing 
about  the  world,  in  which 
ideas  and  money  flowing  at 
the  speed  of  light  would  ren- 
der a  country's  borders  and 
its  central  banks  meaning- 
less. But  he  could  well  have 
been  referring  to  the  U.S., 
too.  Here  Wriston 's  theory 
gets  played  out  daily.  Thanks 
to  Article  One  of  the  Consti- 
tution, no  trade  barriers  exist 
between  states,  nothing  to 
stop  the  mobility  of  money, 
products  and  people.  Even  more,  America  is  the  land 
of  powerful  computers  and  networks,  which  acceler- 
ate free  trade  to  the  speed  of  light. 

In  this  new,  light-speed  economy,  what  locations 
will  capital — money,  people  and  ideas — seek  outt 
Where  are  the  top  places  in  America  to  start  and 
nurture  an  information- age  business* 

Forbes  ASAP  investigated  the  question.  Our 

research  relied  on  11  categories  by  which  to  rate 

America's  100  most  populous  metropolitan  areas. 

le  of  the  categories — such  as  cost  of  housing  and 

leral  education  level — are  familiar.  To  them  we 

categories  ascendant  in  the  information- 

agi  :■•  ;iy,  such  as  PC-to-population  density, 

high-i  is  and  an  area's  "entrepreneurial  zest." 

In  our  i  i  t&      ,  e  icons  k  the  top  score  for  a 

category;  o  is  i      lowest. 

Telecom  in.)      tructure  will  be  hugely  important, 
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BEST 

PLACES 


COMPANIES 

ASAP  rates  the  top  cities 
for  nurturing  businesses 
that  must  compete  in  today's 
speed-of-light  economy. 


too.  But  since  all  of  the  100  metro  areas  rated  are 
served  by  multiple  fiber  networks,  we  didn't  differen- 
tiate. (Bandwidth  access  differences  will  more  pro- 
foundly affect  smaller  cities  and  rural  areas.)  Instead,  I 
we  provide  a  map  of  fiber-optic  networks  in  the  U.S.,  \ 
installed  or  planned,  starting  on  page  50. 

Cities  below  the  100  most  populous  aren't  rated, 
but  this  does  not  imply  diminished  economic 
prospects  in  the  information  age.  Many  smaller  cities 
such  as  Boise  and  Des  Moines 
have  a  bright  future  indeed. 


Salt  Lake  City 

Surprise!  When 
software  prowess 
and  family  values 
are  ascendant,  the 
Mormons  come 
out  on  top — with 
high  rankings  across  the  board 
except  in  immigration.  Top-enc 
international  talent  doesn't 
exactly  flock  to  the  area,  but  the 
work  ethic  is  strong  and  the  reg- 
ulatory environment  sensible 
The  U  of  Utah  gave  us  3D  com 
puting;  BYU  produces  stand-ur 
citizens.  Entrepreneurial  rob 
models  include  WordPerfect'! 
Alan  Ashton  and  Novell's  Ra} 
Noorda.  Caveat:  The  region': 
crown  jewel,  Novell,  is  strug 
gling  at  once  with  Microsoft 
management  changes  and  merg 


er  indigestion.  If  Novell  slips,  everyone  suffers. 


HoUStOfl  With  two  Texans  vying  fc 
this  spot,  we  decided  to  lift  Houston  up  t 
second  place.  Compaq  is  on  a  roll  and  bi 
winners  like  that  infect  a  city's  attitud< 
Houston's  one  of  the  largest  and  busies 
ports  in  the  U.S.,  and  has  a  diverse,  inte 
nationalist  population.  Moreover,  Hou 
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Forbes  ASAP  gave  America's  largest  100  metropolitan  areas  an  overall 
"best  places"  ranking  based  on  how  they  rate  in  11  categories.  Here's  a 
closer  look  at  our  criteria  and  why  we  think  they're  so  important  today. 


1.  Computer  Savvy 
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8.  Cost  of  Living 


9.  Quality  of  Life 
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11.  Entrepreneurial 
Zest 
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ton  boasts  a  thriving  cross-border  trade  with  Mexico:  Once 
the  peso  crisis  blows  over,  Houston  is  well  positioned  to  be 
a  strong  player  in  the  global  economy.  However,  the  Tex- 
ans  lost  the  top  spot  to  Salt  Lake  City  because  of  a  lower 
education  level,  crime  and  a  climate  for  regulation/litiga- 
tion (the  last  two  sometimes  being  indistinguishable). 
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3  Dallas  Though  the  Big  D  was  beaten  by 
Houston,  it's  a  great  place  to  start  out,  spe- 
cially with  the  state  in  its  current  expansive 
mood.  Texas  universities  and  businesses  are 
pushing  hard  to  attract  talent  from  the 
northeast,  while  the  state  economy  is 
buoyed  by  a  thriving  cross-border  com- 
merce with  Mexico.  Like  Houston,  it  has  its  info-age  win- 
ners: EDS  and  resurgent  Texas  Instruments  top  the  list. 
Add  to  that  plentiful  immigration,  a  population  that's 
knowledgeable  about  computers,  easy  access  to  an  airport, 
a  can-do  attitude  and  high  energy.  Dallas  has  low  corporate 
and  no  personal  income  tax  and,  compared  with  other, 
cities  of  the  same  size  and  sophistication,  it's  affordable. 
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Denver  The  two  Western  cities  of  Den- 
ver and  Portland,  among  the  best  in  the 
country  in  computer  literacy  and  education 
levels,  came  in  only  a  notch  behind  the 
Texans.  Denver  rated  highly  for  entrepre- 
neurial zest,  for  the  intellectual  boost  pro- 
by  nearby  Boulder  and  for  an  airport 
that,  despite  ch  congestion,  is  a  regional  hub.  Cable 

king  and  billionaire  join  Mali  ne  makes  conspicuous  suc- 
cess cool,  and  governor  Roy  Romer  c^n  always  call  upon 
his  son,  economist  and  future  Nobelist  Paul,  for  advice  on 
how  to  nurture  dynamic  economies.  But  be  warned  that 
taxes  and  living  costs  are  skyrocketing. 
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5  Portland  A  good  quality  of  life,  high 
immigration  levels  and  computer  smarts 
helped  make  this  rainy  town  a  winner. 
Behind  Denver,  though,  because  of  an 
ambivalence  in  Portland's  attitude  toward 
success:  It  doesn't  seem  to  really  want  to 
break  out  of  its  timber-town  past  and  head 
toward  the  information-heavy  future.  Still,  a  town  that's  far 
better  than  most  for  a  young  company  to  be,  particularly  if 
you  plan  to  mine  the  rich  markets  of  the  Pacific  Rim. 
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6  Seattle  A  disparate  crew  from  the  mid- 
dle tier  of  America  came  next.  We  differen- 
tiate based  on  factors  like  a  major  success 
story.  In  Seattle's  case,  McCaw  Cellular 
and  Microsoft  turned  the  odds  in  its  favor. 
Additionally,  Microsoft  sports  2,000  mil- 
lionaires, led  by  founders  Bill  Gates  ($9.5 
billion)  and  Paul  Allen  ($3.5  billion).  Quite  a  venture  capi- 
tal pot  for  tomorrow's  entrepreneurs!  Watch  Boeing's  for- 
tunes for  another  indicator  of  the  region's  economy:  The 
company  wants  to  fly  its  new  computer-designed  twin- 
engine  777s  across  oceans;  but  the  Federal  Aviation 
Administration  must  approve1  it  first.  Any  long  delays 
could  spell  layoffs  and  more  pain. 
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7  Phoenix  Expanding  rapidly  in  popula- 
tion, infrastructure  and  new  businesses, 
Phoenix  turned  in  a  solid  performance. 
High-tech  enterprises  like  Intel  and  finan- 
cial-services companies  are  flocking  to  the 
desert  town,  attracted  by  sun  and  laissez- 
faire  politics.  The  presence  of  Arizona  State 
University  has  spawned  a  mini-economy  around  the  giant 
school.  Fortunes  will  soar  even  higher  when  ASU  becomes 
as  ambitious  about  EE  degrees  as  it  is  about  baseball. 

Si  ^©^i-ff@f  k  41 
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8  Minneapolis  -  St.  Paul  The  Twin 
Cities  offer  info-age  businesses  the  advan- 
tages of  a  major  university,  a  highly  livable 
urban  environment  and  a  reliable,  hard- 
working population.  The  airport  is  a  region- 
al hub  but  easy  to  get  to  and  usually 
uncrowded.  But  we  put  the  Minnesotans 
behind  Seattle  and  Phoenix  because  they're  weighed  down 
by  a  stolid  Scandinavian  suspicion  of  success  (Was  it  real? 
Was  it  ill-gotten?  Was  it  necessary?),  a  politically  correct 
nest  of  regulations,  high  taxes  and  a  climate  that  swerves 
from  bone-cliilling  cold  to  mosquito-infested  heat. 

&&W*  &<trfeO%  k 
S2&W*     <#■         *  k  4? 
•  <?©*  *k4» 

0      * 


than  its  rivals 
ness  you  plan 


Forbes  ASAP 


Omaha  This  medium-sized  city  is  a 
swell  place  to  do  business.  The  "data-pro- 
cessing back  office  of  America"  benefits  by 
a  light  tax  and  regulatory  burden  and  a 
growing  confidence,  inspired  by  Warren 
Buffett.  But  Omaha  offers  less  talent  to  tap, 
few  immigrants  and  a  blander  quality  of  life 
in  this  group.  Depending  on  the  kind  of  busi- 
to  run,  these  factors  might  slow  you  down. 
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^^A    ^pl^k     San  Francisco    The  costs 

^0  ^m     ^A   of  doing  business  are  astronomi- 

I  I  ■  cal.  And  the  city  of  St.  Francis  is 

I  obsessed  with  the  rights  of  any- 
■  one  with  even  the  remotest 
^^^^^B   claim  to  offense  or  underprivi- 
^^  ^r      lege.  The  result  is  a  quagmire  of 
rules,  lawsuits  and  plain  silliness.  But  in  terms  of  sheer 
opportunity,  the  city  profits  by  proximity  to  Silicon  Valley, 
Stanford  and  Sand  Hill  Road — America's  holy  trinity  of 
innovation,  finance  and  start-up  infrastructure,  all  of  which 
attract  talent  from  around  the  world.  As  a  gateway  to  the 
rising  economic  stars  in  Asia,  San  Francisco  is  well-posi- 
tioned to  keep  flying  high  in  the  information  age. 
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And  that's  only  the  top  10.  To  see  how  ASAP  rated  all 
100  of  America's  most  populous  cities  and  metro  areas  for 
their  information  age  business  climate,  turn  to  the  back  of 
the  fiber-optic  map  on  the  following  pages. 

Our  thanks  are  due  to  the  following  sources:  For  the  categories  of 
General  Education,  High-End  Brains,  Airport,  Cost  of  Housing,  Cost 
of  Living  and  Quahty  of  Life,  data  was  provided  by  Wadley-Donovan 
Group,  Morristown,  N.J.  Additional  data  on  High-End  Brains  came 
from  Moran,  Stahl  &)  Boyer,  New  York.  Our  Computer  Savvy  ranking 
was  based  on  data  from  Computer  Intelligence  Infocorp,  La  folia, 
Calif.,  and  Wadley-Donovan.  Immigration  numbers  came  from  the 
Immigration  and  Naturalization  Services'  Statistics  Division.  Num- 
bers for  the  Taxes  category  came  from  the  Cato  Institute  in  Washing- 
ton, D.C.,  the  National  Federation  of  Independent  Businesses,  Wash- 
ington, D.C.,  and  the  Census  Bureau.  Information  for  Regulations 
/Torts  was  provided  by  the  Equal  Employment  Opportunity  Com- 
mission, the  Commerce  Department,  the  National  Center  for  State 
Courts  in  Williamsburg,  Va.,  and  local  bar  associations. 

Forbes  ASAP  researchers:  Lee  C.  Patterson,  Gene  Koprowski. 


49 


OLYMFV.  gp^fyfl 

[SEATTLE     V\ 

\  WENATCHEE 

J\ 

'    SWEETGRASS 

LONG 

'lEW  mr0"^  \ 

III     i 

IM     ^0YACCLT 
Jf  SALEM 

YAKIMA 

^-^J^  ^^j^  /        FALLS            ^ 

•*+£  MISSOULA 

/ 
/ 

PACIFIC  CrTY^^^- 

bPHACUt                   I         COUE^AL?MF^^^. 
CLARKSTON^ 

/ 
/ 

^HELENA 

CORVALLIS  ( 

'  **-  ^.        ELKO 


F  RANCISCO MXl^. 

,d^H  STOCKTON 

^"jBfMODESTO 

san  JOSE^aJ     7" 

SsSs\L MERCED 

SANTA  CRUMs£"\ 

SAUNAS^% 

\            ^^kFRESNO 

SAN  LUIS  OBISPO  » 
SANTA  MARIA  B^ 


SANTA  BARBARA^ 


^ff  BRIGHAM  CITY 

\          1  OGDEN                             ^^^ 

■•*-  \IrSALT  LAKE  CITY 

/     1          X.   *^                   ^*^SV 

N^^  CHEYENNE 

T   PROVO       ^"""''-n.,,,^.^              \ 

A^^ 

_                                 /I     •  GREELEY 

i  nur.MnKfTTfTftg — ,     |^-- ' 

DENVERftVr""""^-^,^ 

m\|l 

V\g£OLORADO  SPRI 

Y\v  v. 

W  \     "** 

PUEBLO  jL      \bQOnE  ' 

^to*0*0^                               \/ TRINIDAD 

MISSION  VIEJO  I 

OCEANSIDeJ 

SOLANO  BEACH  I 

CLAIREMONT   \ 


OEIKMICORi 


m 


To  order  copies  of  this  \ 

KMI  (Kesslei  Marketing  1 

America's  Cup  Avenue  at 

Newport,  R.I.   02840 

Phone  (401)  849-6771;   Fax  (401) 

©  KMI  Corporation 


J 


aibuoueroub]  y 

TUCUMCARI/ 

■ ~~  flfcx^^ 

~*^s^ 

ll\     >- 
//  \        N 

N       \\             x 

N                   \N                      CLOVISl 

^       N>>  _     —  -At  1 

N            \^           /      v 

s                     / 

N                   / 

\   / 

yd  roswell 

/ 

A-^. 

^fc"fcJ^^V^^l  LAS  CRUCIS 

s                 ■*  ^ 

X                                    •r-  — 

X" 

\j^A  * 

MIDLAj 

««© 


J* 


w 


w 


cm 


CO 


CO 


ON 

CO 


ON 
CO 


oo 

CO 


m 


in 


in 


CO 


co 


in 


m 


00 
CO 


in 


m 


in 


en 


CO 


in 


co 


in 


in 


co 


CO 


VD 
CO 


CM 


in 


vO 
CO 


in 


m 


co 


vO 
CO 


in 


VO 

co 


CM 


CM 


VO 
CO 


CM 


in 


in 
co 


co 


in 


in 

co 


m 


in 


in 
co 


CM 


CM 


CM 


in 
co 


CO 


in 


I  At 


in 


co 


co 


CO 


m 


CM 


CO 


CM 


in 


m 


co 


CM 


CO 


CM 


in 


in 


co 


in 


CM 


CO 


in 


CO 


CO 


CO 


CO 


CO 


CO 


CM 


CO 


CM 


CM 


CO 


in 


in 


in 


co 


CO 


CM 


in 


in 


co 


co 


CM 


CO 


CM 


CM 


CM 


CM 


CO 


CM 


in 


in 


co 


CM 


in 


CM 


CO 


CM 


in 


m 


CO 


CM 


CO 


CM 


CO 


CO 


CM 


CM 


CO 


CO 


CO 


in 


CM 


co 


CO 


CO 


CO 


CM 


CM 


m 


CO 


CO 


in 


CO 


CO 


CO 


CO 


CM 


in 


CM 


in 


in 


CM 


w 


in 


in 


CM 


CM 


CO 


CM 


CM 


in 


m 


in 


co 


CM 


CM 


CO 


CM 


CO 


CO 


in 


in 


CM 


CO 


in 


in 


m 


m 


m 


in 


co 


CO 


in 


in 


in 


CM 


CO 


in 


or 


in 


in 


in 


m 


m 


co 


CM 


in 


in 


m 


in 


in 


co 


m 


in 


CM 


co 


in 


CM 


co 


o 


at) 

o 

t 


2 


e 


i 


GO 

V 


r 
< 


E 
o 


(9 


U 

E 
re 

€ 

3 
Q 


> 


u 
o 


o 


o 


o 
5 


3 
< 


C 
< 


c 

3 

o 
0 

«*. 

c 

o 


5 

i 

o 


£ 


C 
a 

C 
o 


:ifl  CM    r- 


IIA 


CM 


CO 


1     M     ^ 


Tf    r- 


u" 

■«fr 

■t 

"» 

Tt 

■<* 

■** 

■*■ 

T 

CO 

CO 

CO 

CO 

CO 

CO 

CO 

CM 

CM 

CM 

CO 

co 

CO 

CO 

CO 

CO 

CO 

CO 

CO 

CO 

CO 

CO 

CO 

CO 

CO 

ro 

CO 

CO 

CO 

in 

CO 

co 

■** 

CO 

■*■ 

■^ 

in 

CM 

CO 

CM 

^ 

^r 

CO 

CO 

T" 

m 

CM 

CO 

CM 

^ 

T" 

r- 

CO 

^ 

CS 

T" 

^ 

CM 

r- 

^ 

T" 

T" 

T" 

r- 

in 

^ 

in 

T" 

CO 

"t 

•*■ 

in 

in 

CO 

CO 

CM 

Tf 

CO 

CM 

in 

■* 

Tf 

co 

CO 

in 

CO 

CO 

in 

Tt 

CO 

CO 

in 

■>» 

'^> 

T 

CO 

T~ 

CM 

m 

in 

'^> 

CM 

^ 

■*■ 

CM 

CM 

■<* 

Tf 

CO 

cs 

■^ 

in 

■^ 

in 

■«t 

CO 

1- 

in 

in 

CO 

CM 

r- 

in 

CM 

■* 

cm 

CO 

CO 

CO 

CO 

CO 

CO 

T 

CM 

CM 

CM 

CO 

TC 

■>» 

■* 

T" 

CM 

CM 

■* 

CM 

CM 

■*■ 

T" 

in 

CO 

CO 

CO 

t— 

CO 

CO 

CO 

'^1 

CM 

TJ- 

r- 

CO 

CO 

■* 

CO 

Tf 

CO 

'* 

cm 

cm 

Tl- 

CM 

TT 

in 

in 

CM 

CM 

CO 

■* 

m 

,^' 

CO 

- 

cm 

co 

CO 

CO 

cm 

CM 

tS 

CM 

CO 

■^i 

in 

CM 

CM 

CO 

■* 

in 

CO 

CM 

U) 

in 

w 

in 

■^ 

T~ 

CM 

r- 

in 

in 

■* 

CO 

T- 

^ 

CM 

CO 

CM 

CM 

■t 

•t 

■*■ 

r- 

T~ 

CO 

CM 

u 

z 

c 
'5 

Q. 

X 

■^, 

■^1 
(J 

up 
(J 

Z 

■^, 

CM 

2 

in 

m 

z 

d 
o 

CM 

CM 

^1 

in 

■6 

CO 

r- 

CO 

u 

d 

c 

o 

■d 

tfl 
5 

E 
T5 

X 

O 

c 

"3 

N 

IE 
O 

c 

re 

c 

o 

o 

fit! 

re 

X 

re 

Q 

C 
re 

<u 
z 

c 
o 

c 

1 

re 

< 

> 

z 

to 

re 

> 

(A 

CD 

■d 
u 

<5> 

e 

'u 

a. 
'/> 

B 

e 

s. 

re 

o 

IE 
o 

re 

e 
e 
'5 

c 

CO 

3 

re 

<u 
<u 

3 

re 

5 

-d 
5 

tu 

'— 
o 
E 

"re 

o 
— 

c 

? 

6 

o 

(O 

c 

re 

X 

i> 

h- 

o" 

E 
o 

c 
< 

c 
re 

re 

E 
o 

CO 

re 
O 
& 

e 

_2 

c- 
re 

c 
re 

re 

IE 

u 

5 

LU 

c 

're 

k 
o 

— 1 
"O 

c 
re 

« 
> 

u 

2 

k? 
e 

-O 
k 

< 

c 
e 

S 
<o 

i- 
tu 

E 

© 

X 
Q> 
VI 

0) 

■o 
^2 

c 
c 
tu 

k. 

1 

o 
c 

O 

& 
G 

re 

E 
o 
-c 
re 

S 
z 

3 

a- 

u 

D 

3 
O" 
3 

5-' 

z 

o 
>- 

3 

£ 

j£ 

bX) 

c 

3 

s 

c 
t- 

CO 

c 
re 
(/> 
u 

'K 

> 

—1 

a 

u 

S 

oa 

(9 

</> 

O 

U 

< 

2 

i£ 

O 

< 

z 

a. 

S 

CO 

co 

CO 

co 

CO 

CO 

CO 

CO 

Tf 

CM 

CM 

CM 

Tt 

CO 

in 

CO 

'^, 

in 

T" 

^ 

CO 

CO 

T" 

T" 

■^r 

CM 

CO 

■* 

CM 

CO 

m 

cn 

^ 

^ 

■* 

in 

CO 

■*■ 

CO 

CO 

T" 

- 

m 

CO 

CO 

TT 

■* 

CO 

CM 

CM 

CM 

CO 

CO 

CO 

CO 

CO 

CO 

■*■ 

■<t 

■^i 

•*r 

CO 

CM 

CM 

CM 

\n 

7— 

Tf 

Tf 

CO 

CO 

CM 

CO 

co 

T" 

CM 

CM 

r- 

CM 

CO 

CM 

co 

in 

r» 

CM 

CM 

T" 

CO 

in 

co 

CO 

CM 

r- 

CM 

re 
ik 

kT 

£J 
re 

re 

0) 

U 

CM 

in 

re 

> 

're 

s 

re 

X 

3 
O 

e 
o 

X 

z 

o 

're 

<A 

»> 

re 
a. 

B 
V 

gf 

4) 

CO 

2 
IE 
O 

d 

1) 
O 
1- 

c 
e 
o> 

i- 

_d 

'> 
-c 

V) 

re 

Z 

re 

d 

e 
re 
u 
O 

00 

t- 
3 
JD 

U) 

op 
re 
& 
E 
re 

■d 
c 

<2 

"3 
a. 
re 
e 
re 
*$ 
c 

BO 

i- 
3 

U) 

£- 
4> 
U 

a. 

e 
e 
E 
x: 
u 

2 

o 

CO 

o 

CO 

o 

CO 

O 
CO 

O 
CO 

O 
CO 

o 

CO 

o 

CO 

^ 

CM 

CM 

CO 

CM 

CM 

CO 

CO 

in 

in 

CM 

y- 

CO 

T- 

1— 

1— 

■*■ 

■* 

CO 

co 

y- 

CM 

CM 

>«t 

r- 

T- 

T" 

CM 

in 

CO 

in 

CM 

- 

CM 

r- 

r- 

in 

CM 

CM 

CO 

^ 

CM 

CM 

CM 

CO 

CO 

CO 

•^1 

T~ 

r- 

in 

m 

in 

CO 

Tt 

r- 

in 

■* 

r- 

in 

^, 

■<* 

CM 

CM 

in 

CO 

m 

CM 

r" 

CM 

CM 

•* 

CM 

CM 

CO 

CO 

CO 

in 

CO 

TT 

TT 

^, 

in 

CO 

1- 

CO 

CO 

u 

Z 

CM 

Z 

1 

dp 

3 

re 
v> 
v> 

re 

z 

re 

a. 

re 

IE 
a. 
t> 
■a 
_re 

IE 

0. 

id 
re 

u 

re 

3 

e 
> 

it 

to 

<-> 

re 

o. 
re 
Z 

■6 

d 

"re 

> 

CA 

re 

X 

d 

CO 

re 

a. 

w 

<o 

re 

re 

E 
o 

u 

re 

k- 

re 

> 

in 

i 

Z 

C 
o 

Q. 

3 

a> 

Z 
jie 

o 
t 
© 

z 

N 

< 

d 
© 

W) 

u 

3 

*  •&, 


cs 


<N 


ir  ' 


CM 


in 


in 


tin ' 


■fl- 


UN  ^ 


CM 


CM 


«B  r 


cr 


M  n 


Nir 


c 


'Plr 


.-    < 


|{e' 

I     5 


|>2  « 


s* 


oo 

CM 


<M 


•V 


co 


t' 


id 


CM 


«M 


tst 


c 


tN 


in 


M 


CM 


CO 


CO 


CO 


ro 


1/5 


CM 


(SI 


CO 


co 


CM 


co 


cm 


CM 


CM 


CM 


CM 


CM 


co 


CM 


LD 


co 


in 


co 


LO 


co 


CM 


CM 


CM 


co 


LO 


U0 


D 

|   1 

2    s 


CM 


in 


LO 


CM 


in 


CM 


CM 


CM 


CO 


LO 


CM 


CM 


CM 


CM 


co 


in 


co 


co 


CM 


co 


LO 


CO 


CO 


CM 


CM 


CM 


CM 


m 


co 


co 


CM 


CM 


CM 


CO 


CM 


LO 


CO 


CM 


in 


in 


CM 


m 


CM 


CM 


co 


CM 


CM 


CM 


CM 


CM 


CM 


in 


CO 


co 


CM 


CM 


CM 


co 


co 


CM 


CO 


CO 


CM 


in 


m 


CM 


CM 


CM 


CM 


CM 


CM 


CO 


in 


CM 


CO 


CM 


CO 


in 


in 


CM 


CM 


CM 


CO 


CM 


CM 


CM 


co 


co 


co 


in 


CO 


CM 


CM 


CM 


CO 


CM 


CM 


co 


CM 


CM 


CO 


CM 


CM 


CM 


CM 


CM 


CM 


CM 


CM 


CM 


in 


co 


CM 


CM 


CM 


CO 


co 


CM 


CM 


CM 


co 


CO 


CM 


CM 


CM 


CM 


CM 


CM 


CO 


co 


CM 


CM 


CO 


CO 


CM 


CO 


CM 


CM 


CO 


CM 


CM 


CM 


CM 


CM 


CM 


CM 


CM 


CM 


CO 


CM 


Of 

.A 


TOMORROW'S  BROADBAND  NETS  and  wall- 
hanging  PC  screens  will  surely  alter  business  and  its 
dependence  on  specific  location — but  how  exactly! 
ASAP  editor  Rich  Karlgaard  and  writer  Michael  Mal- 
one  (co-author  of  The  Virtual  Corporation,)  decided  to 
find  out.  In  early  January  they  flew  in  from  Silicon 
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Valley,  picked  up  contributing  editor  George  Gilder 
in  western  Massachusetts  and  drove  up  to  West  Tin- 
mouth,  Vt.,  to  talk  things  over  with  Tom. Peters, 
management  guru  and  Forbes  ASAP  columnist,  on 
his  1,300-acre  farm. 

Peters,  52,  and  Gilder,  55,  share  an  unbridled 
enthusiasm  for  technology,  free  markets  and 
dynamic  economies.  But  they  differ,  profoundly  at 
times,  on  the  sociology  of  change.  For  starts,  Gilder 
is  a  political  conservative,  Peters  a  liberal.  Assume 
boundless  computing  and  bandwidth,  and  Gilder 
thinks  people  will  choose  to  live  anywhere  they 
like  while  working  with  anyone  they  please  on  the 
Net;  they  will  leave  behind  crime, 
crowds  and  corrupted  schools;  they  will 
flee  cities.  Peters  believes  large,  vibrant 
cities  will  thrive  as  centers  of  talent  and 
exporters  of  content.  The  countryside 
will  also  prosper  as  havens  for  the  tech- 
nohip.  But  as  the  middle  hollows  out, 
so  could  many  small-and  medium-sized 
cities. 

Though  the  two  thinkers  are  friends, 
the  debate  inside  Peters' s  reconstructed  barn  office 
became  heated  enough  at  times  to  melt  the  Ver- 
mont snow. 

ASAP:  Let's  say  technological  progress  rushes  on  at 
its  current  pace.  We  can  look  out  there  20  years 


and  see  these  extraordinary  things — billion  bit  per 
second  [gigabit]  telecommunications,  wall-size, 
three-dimensional  television  displays,  massive 
databases  accessible  from,  around  the  globe.  Where 
is  this  taking  us? 

GILDER:  I  think  we  are  headed  for 
the  death  of  cities.  That  is,  the 
death  of  the  current  configura- 
tion of  cities  as  we  know  them 
all  today.  People  perpetually 
underestimate  the  importance  of 
Moore's  Law,  the  law  propound- 
ed by  Gordon  Moore,  founder  of 
Intel.  It  ordains  that  the  num- 
ber of  transistors  on  a  chip — 
and  hence  the  cost  effective- 
ness of  computers — essentially 
doubles  every  18  months.  This 
is  an  exponential  law. 
ASAP:  So  what  does  this  mean 
for  the  future  of  cities? 
GILDER:  Moore's  Law  is  a  cen- 
trifuge. It  breaks  down  cities 
and  all  other  concentrations 
of  power.  It  means  that  small, 
cheap,  distributed  organizations 
and  technologies  will  prevail.  PCs  and  palmtops  will 
eclipse  mainframes  and  other  large,  centralized 
machines.  It  means  that  all  of  the  monopolies  and 
hierarchies  and  pyramids  and  power  grids  of  indus- 
trial society  are  going  to  dissolve  before  this  constant 
pressure  of  distributing  intelligence  to  the  fringes  of 
all  networks.  Above  all,  Moore's  Law  will  overthrow 
the  key  concentration,  the  key  physical  conglomera- 
tion of  power  in  America  today:  the  big  city — that 
big  set  of  industrial  cities  that  now  lives  on  life-sup- 
port systems — some  $360  billion  of  direct  subsidies 
from  all  the  rest  of  us  every  year.  Big  cities  are  left- 
over baggage  from  the  industrial  era. 
PETERS:  The  real  reason  for  cities,  though,  is  that 
they  converge  information,  as  at  the  original  cross- 
roads of  the  Middle  Ages. 
GILDER:  Yes. 

PETERS:  That  was  basically  the  first  perfect  market, 
driven  by  the  convergence  of  information  at  a  partic- 
ular geographic  point.  The  thing  that  intrigues  me  is 
on  the  one  hand,  about  98%  of  what  George  and  I 
have  said  over  the  years  is  completely  consistent. 
My  entire  life  has  been  in  the  destruction  of  hierar- 
chies and  the  distribution  of  intelligence.  But  at  least 
for  the  next  30  or  40  years  or  more,  the  fundamen- 
tals of  human  cognitive  processing  dictate  that  cities 
are  going  to  remain  the  vital  creative  centers  of  the 
economy.  It's  the  old  Jane  Jacobs  Death  and  Life  of 
Great  American  Cities  idea  that  the  richness,  the 
exuberant  variety  of  cities — with  the  e  and  the  v  cap- 
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italized — is  the  fount  of  economic  creativity  and 
business  growth. 

So,  let's  get  away  from  George's  objections  to  the 
$360  billion  of  urban  subsidies,  which  I  have  no 
problem  with  whatsoever.  Let's  forget  New  York 
and  Chicago  and  Paris,  for  the  moment.  Let's  talk 
about  Santa  Clara  County,  California.  I'm  much 
influenced  over  the  past  few  years  by  the  rejuvena- 
tion of  the  study  of  economic  geography  by  Michael 
Porter  and  others.  These  analyses  contradict  the 
death  of  cities,-  they  now  celebrate  the  ascendancy 
and  relevance  of  the  new  city-state.  In  some  fashion, 
Silicon  Valley  is  a  city-state.  These  clusters  of  exu- 
berant variety  are  at  the  heart  of  entrepreneurship 
and  progress.  But  can  you  have  all  those  failures  and 
successes,  all  that  kind  of  symbiotic  mess  of  human- 
ity, without  real 
cities;  Technology 
is  great,  but 
humans  like  to 
schmooze.  For 
example,  Forbes 
ASAP,  in  Septem- 
ber 1993,  had  a 
piece  on  Hatim 
Tyabji  and  Veri- 
Fone,  and  they  are  as  networked  as  anybody  else  in 
1994  and  1995.  But  then  Tyabji  says  to  make  this 
damn  thing  work,  make  the  company  creative,  he's 
got  to  spend  400,000  miles  a  year  on  the  road  doing 
his  local  version  of  physical  proximity,  and  it's  that 
human  dimension  of  entrepreneurship  that  Gilder's 
theory  misses.  One  of  the  economic  geographers  at 
MIT  tested  the  various  theories  of  entrepreneurial 
clustering.  The  best  theory  was  the  Jacobs  one, 
focusing  on  exuberant  variety.  I  love 
the  idea  that  a  sort  of  multimedia 
gulch  has  arisen  in  the  Bay  Area,  but 
not  in  the  Bay  Area,  in  the  city  itself. 
San  Francisco. 

ASAP:  But  Silicon  Valley  doesn't  have 
quite  the  diversity  that  any  random 
large  city  in  America  has.  The  diver- 
sity that  counts  in  Silicon  Valley  is 
not  so  much  the  diversity  of  Dead- 
heads and  cookie  entrepreneurs  meet- 
ing chip  heads  so  much  as  it  is  chip 
heads  at  Intel  meeting  chip  heads  at  Sun,  meeting 
chip  heads  at  Hewlett-Packard  over  lunch  at  II  For- 
naio. 

PETERS:  But  even  if  I  acknowledged  that,  I  would  ask 
you  a  question  because  again  it's  the  problem  I've 
got  with  the  Austins  and  Portlands  and  Seattles  of 
the  world.  If  you  were  a  23-year-old  MIT  graduate 
today,  and  you  were  totally  turned  on  by  this  stuff, 
where  would  you  go?  You'd  have  to  be  bom  without 


a  brain  not  to  choose  Santa  Clara  County  despite  the 
smog,  despite  the  traffic,  because  there's  more  stuff 
going  on.  Even  if  the  variety  is  not  as  exuberant  as 
Jane  would  like  to  have  it.  That's  where  I  would  go. 
That's  the  city-state  where 
it  all  happens. 

GILDER:  You'd  go  to  Provo, 
where  a  lot  of  the  software 
is  happening. 
Laughter. 

PETERS:  That  would  be  my 
death. 

GILDER:  Well,  maybe  the 
technology  can  bring  you 
back  to  life  even  in  Provo. 
Silicon  Valley  emerged 
when  bandwidth 
was  scarce,  and  you 
had   to   have   your 

computers  close  together  because  the  capa- 
bility of  the  phone  lines  was  four  kilohertz. 
Now  we're  reaching  the  point  where  the 
speed  of  the  fiber-optic  networks  across  the 
country  will  be  faster  than  the  speed  of  the 
back  plane  bus  of  your  computer,  communi- 
1  eating  between  the  hard  drive  and  the  moni- 
tor, and  the  microprocessor.  This  will  be  a  major 
change  when  you  can  tap  into  remote  archives  and 
libraries  as  readily  as  you  can  tap  into  your  own  hard 
drive  and  CD-ROM  player.  The  microcosm  of 
Moore's  Law  itself  was  not  sufficient  to  destroy 
cities.  The  telecosm  can  destroy  cities  because  then 
you  can  get  all  the  diversity,  all  the  serendipity,  all 
the  exuberant  variety  that  you  can  find  in  a  city  in 
your  own  living  room. 

PETERS:  Yes,  you 
and  I  could  be 
infinitely  more 
potent  in  terms 
of  acquain- 
tances, informa- 
tion availability 
and  so  on.  The 
issue  that  I've 
got  is  not  a 
social  issue.  It's 
the  issue  of 
innovation.  I  think  we  need  the  physical  mixing  and 
blending  and  bustling  of  Silicon  Valley  and  other 
such  clusters.  They've  tried  the  Gilder  method  of 
networked  companies  and  it  didn't  really  work.  For 
example,  there's  this  one  in  Britain  called  FI  Group 
which  is  an  old  information  systems  company  that 
was  founded  by  a  woman  who  couldn't  excel  at  ICL 
after  she  got  pregnant,  so  she  started  her  own  com- 
pany and  everybody  works  for  her  part-time — 


George  Gilder 
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Peters,  52, 
splits  his  time 
between  West 
Tinmouth,  Vt. 
(where  he 
writes  and 
thinks),  and 
Woodside, 
Calif,  (where 
he  keeps  an 
eye  on  his 
Palo  Alto 
business,  The 
Tom  Peters 
Group). 


iat's  a  ridiculous, 
reductionist 
argument,  George." 


women  who  were  on  pregnancy  leave  or 
what  have  you.  The  intriguing  thing  is 
about  15  years  after  they  started,  nobody 
wanted  to  work  every  day  in  their  homes. 
So  they  had  to  create  these  work  centers. 
People  couldn't  accept  the  ultimate  decen- 
tralization which  was  to  live  the  lonely 
life  that  George  and  I  do  kind  of  on  the 
farm  in  western  Massachusetts  and  in 
western  Vermont. 

As  far  as  I  am  concerned,  the  greatest 
thing  in  the  world  would  be  the  dispersion 
i  of  the  suburb.  You  should  either  be  in 
places  where  there  are  two  people  per 
square  mile  or  places  where  there  are  two  million 
per  square  mile.  I  have  a  great  deal  of  difficulty  imag- 
ining a  vibrant  society  with  no  opera  companies, 
with  no  ballet  companies,  no  Cafe  Veronas  in  Palo 
Alto,  and  I  doubt  whether  we  can  have  a  cyberspa- 
tial  Cafe  Verona  with  the  sweat  dripping  all  over  the 
machines. 

ASAP:  Let's  say  you  could  sit  in  your 
house  and  the  wall  becomes  the  Metro- 
politan Opera  and  you  could  actually 
choose  the  camera  angle,  whether  you 
wanted  supertitles  or  subtitles,  which 
side  of  the  room  you  wanted  to  sit  in. 
You  could  get  close-ups  on  the  various 
singers.  Your  virtual  experience  is,  say, 
95%  of  what  it  is  like  to  attend,  no? 
GILDER:  I  would  say  200  or  even  500%. 
Look.  You  go  to  the  opera,  and  you  look 
at  these  people  in  the  distance.  You 
don't  really  focus  on  each  singer  separately. 
PETERS:  That's  a  ridiculous,  reductionist  argument, 
George.  I'm  not  an  opera  freak,  OK.  But  there  is  a 
possibility  that  sometime  by  the  year  2030,  we  will 
be  playing  major  league  baseball  again.  [Laughter.] 
I've  been  going  to  major  league  baseball  games  since 
the  age  of  eight,  first  at  the  Memorial  Stadium  in 
Baltimore  and  for  the  last  20  years,  the  Oakland  Col- 
iseum and  good  old  Candlestick  Park.  I  refuse  to 
believe — regardless  of  the  quality  of  the  technolo- 
gy— that  you  will  be  able  to  have  the  intersection  of 
what  it's  like  to  have  a  fabulous  sunny,  late  June  day 


at  Candlestick  Park,  plus  Barry  Bonds  who  played 
back  in  the  days  when  baseball  was  played.  In 
fact  when  he  was  a  29-year-old  young  man — 
not  a  70-year-old.  There  is  that  holism  about 
going  to  a  baseball  game  that  to  me  is  not 
radically  different  from  that  physical  entity 
called  Silicon  Valley.  The  question  is  where 
the  next  Silicon  Valley  is  going  to  be,  and  I'm 
not  ready  to  buy  the  hype  that  it  will  be  on  the 
Internet. 

GILDER:  Take  the  most  important  recent  new  chip 
that's  been  designed.  It's  called  the  MVP  that  does 
two  billion  digital  signal  processing  operations  a  sec- 
ond. It's  a  super  new  chip  that  Texas  Instruments 
designed  24  hours  a  day  in  Dallas;  Houston;  Bedford, 
Britain;  and  Bangalore,  India.  They  had  four  teams 
working  all  around  the  world  and  around  the  clock 
constantly  on  a  network,  and  they  produced  a  final 
design  much  faster  than  ever  before. 
PETERS:  Fine,  George,  but  each  of  those  four  loca- 
tions that  you  mentioned  is  a  city  that  attracted  its  • 
appropriate  share  of  Indian  27-year-olds  or  British  27- 
year-olds  or  American  27-year-olds. 
GILDER:  The  fact  is,  as  bandwidth  expands,  it  means 
that  any  place  can  be  a  Dallas  or  a  Bangalore  or 
whatever  for  the  purposes  of  designing  a  microchip. 
PETERS:  Let's  take  it  to  the  total  extreme.  Suppose 
there  were  400  people  involved  in  the  TI  chip  design, 
which  probably  is  not  a  bad  definition  of  the  num- 
ber, could  we  literally  imagine  each  of  those  400  in  a  I 
different  physical  location?  There  is  something 

about  a  Dallas  which  in 
a  limited  way  brings  us- 
back  to  Silicon  Valley. 
To  me,  a  lot  of  the 
power  of  Silicon  Valley 
is  we're  big  enough  and 
rich  enough  that  we  can 
have  Indians  talking  to 
Vietnamese  talking  to 
Israelis  right  here  in 
Santa  Clara.  Isn't  there 
something  about  the 
Indian  who  marries  a 
Vietnamese  that  epitomizes  the  exuberant  variety  of 
an  entrepreneurial  cluster?  I  love  Vermont.  I've  been 
here  for  10  years.  But  I'm  a  guy  who  is  very  lucky.  I 
can  get  out  of  Vermont. 

GILDER:  Soon  you  will  be  able  to  go  to  your  teleput- 
er  and  get  out,  and  you  can  get  out  and  talk  to 
whomever  you  want  to  talk  to  at  that  moment, 
wherever  they  are  in  the  world,  and  you  can  see 
them  as  vividly  as  I  see  you  across  the  couch.  And 
you  can  work  together  simultaneously  on  a  single 
document  or  product  in  a  way  that  you  probably 
couldn't  if  we  were  sitting  together  on  a  couch. 
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PETERS:  I  agree  that  we  can  work  differently.  But  we 
need  the  kind  of  human  contact  and  the  exuberant 
variety  that  Jane  Jacobs  celebrates  in  cities.  Inciden- 
tally, this  is  not  something  that  happens  in  high- 
rises.  Jacobs  says  that  the  high-rise  is  not  the  key  city 
architecture.  She  contends  that  innovation  is  a  func- 
tion of  low-priced  real  estate,  because  crazy  people 
can  only  afford  cheap  real  estate  and  so  it's  not  the 
Seagram's  building,  it's  these  funny  little  buildings 

that  you  find 
everywhere 
in  and  around 
cities  that 
can  provide  a 
harbor  for 
innovation. 
ASAP:  So  the 
ability  to 
live  any- 
where we 
want  may 
actually  lead 
us  to  live 
together. 

PETERS:  I'm  not  sure.  I  don't  know  what  happens  to 
that  middle-sized  city.  Maybe  they  don't  even  exist 
because  the  Bay  Area  now  is  a  13  million-person 
megalopolis.  Really,  to  talk  about  San  Francisco  and 
San  Jose  as  separate  cities  is  utter  nonsense.  The 
stand-alone  50,000-person  city  is  history.  A  50,000- 
person  city  can't  support  anything  interesting. 
PETERS:  That  is  a  real  fallacy  of  your  whole  argu- 
ment, because  suddenly  with  the  teleputer  you  can 
support  interesting  things  all  over  the  world.  You  no 
longer  have  to  assemble  a  lowest-common-denomi- 
nator  crowd  in  a  particular  stadium  or  an 
upper-common-denominator 
crowd  at  a  particular 
opera.  There's  much 
more  variety  in  the 
new  world  of  the 
teleputer.  Any 
sized  city  or 
town  can  com- 
mand as  large  an 
audience  for  its 
creations  as  New 
York  or  Tokyo  can. 
Essentially  infinite  choice, 
which  means  each  person  gets  his  first 
choice.  The  culture  changes  from  a  culture  of  lowest- 
common-denominator  choices  to  a  culture  of  first 
choices,  from  a  culture  with  a  bias  toward  the  vulgar 
to  a  culture  with  a  bias  toward  excellence  and  virtue, 
from  a  movie  culture — with  a  few  score  movies, 
each  costing  at  least  $50  million  to  make — to  a  book 


culture  where  you  go  into  a  typical  Borders  with 
135,000  different  titles,  and  you  always  get  your  first 
choice.  Only  this  will  be  a  Borders  all  on  line  and 
multimedia,  accessible  anywhere.  It's  a  fundamental 
shift  in  the  demographics  of  culture.  It's  an  enrich- 
ment, not  a  deterioration,  and  it  does  not  depend  on 
physical  clustering  at  all. 

PETERS:  I  have  a  strong  interest  in  this.  Borders  I 
don't  know  that  well,  but  take  Barnes  &.  Noble, 
which  I  do  know.  The  magic  of  Barnes  &  Noble  is 
that  it  has  stolen  the  best  of  the  Tattered  Cover  of 
Denver,  which  is  arguably  the  best  independent 
bookstore  in  America.  Now  my  problem  is  that  a 
city  of  50,000  can't  support  a  Tattered  Cover.  The 
magic  of  a  New  York  is  you  can  find  a  shop  that 
does  anything  on  earth — you  can  find  50,000  shops 
in  New  York  that  are  not  supportable  in  any  city 
under  four  million.  And  if  you  go  down  to  the  cities 
under  four  million,  then  you  will  find  shops  there 
which  are  not  supportable  in  cities  of  75,000.  What  is 
going  to  happen  on  the  Internet?  Without  sounding 
soft  and  yielding  now,  there  is  a  fundamental  human 
dimension  of  schmoozing  which  I  am  unconvinced 
can  happen  on  the  Internet.  What  I  do  see  happening 
on  the  Internet  with  my  13-year-old  is  a  lot  of 
degraded  stuff,  because  that  is  a  lot  of  what  goes  on 
on  the  Internet  today — not  the  exalted  cultural  pur- 
suits and  searches  for  excellence  that  George 
describes. 

ASAP:  With  boundless  computing  and  bandwidth, 
won't  we  have  a  kind  of  fluid  equilibrium?  Popula- 
tion patterns  will  be  very  fluid.  Like  money  and  stock 
markets  and  bond  markets,  people  are  going  to  flow 
to  different  opportunities  at  different  times.  They  will 
play  a  game  called  geographic  arbitrage.  They  will 
draw  their  dollars  from  California  and  from  New 
York  and  from  Tokyo  and  London — the 
great  centers  of  capital  and  com- 
merce of  the  world — and  they 
will  apply  these  dollars  to 
Boise,  Idaho;  Fargo, 
North  Dakota;  and 
wherever  they  choose. 


PETERS:  Well, 
that's  such  baloney!  You 
can't  have  the  museums 
and  the  operas  and  the  ball- 
parks unless  you  have  a 
phenomenally  vibrant  pri- 
vate sector  with  incredibly 
wealthy  people. 


Gilder  lives 
with  his  wife 
and  four 
children  in  the 
Berkshire  town 
of  Tyringham, 
Mass.  He 
travels  200,000 
miles  a  year, 
usually  flying 
out  of  the 
Albany,  N.Y., 
airport. 
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ASAP:  But  maybe  you  can.  If  everything  is  on  line, 
and  you  have  subscribers  out  there  watching  the 
Metropolitan  Opera  on  their  wall-sized  TVs  out  in 
Vermont,  they  are  underwriting  the  existence  of  that 
urban  palace  in  New  York. 

PETERS:  That's  the  one  point  where  I  am  in  total  dis- 
agreement with  George.  The  Metropolitan  Opera  is 
one  thing.  But  let's  go  back  to  the  ballgame.  Here  I 
am  in  West  Tinmouth.  I'm  going  home  to  the  49ers 
playoff.  The  reason  I'm  going  home  for  the  49ers 
playoff  is  I  love  the  smell  of  beer.  Now  maybe 
George's  teleputer  is  going  to  emit  beer  scents  to 
arouse  my  animal  spirits  for  the  49ers.  I  somehow 
doubt  it  will  do  the  trick.  I  think  the  market  for  big 
city  sports  will  expand.  I  think  the  human  appetite 


id  Peters  agreed  that  technology  will  profoundly  alt 
isiness  and  culture.  But  Gilder  predicted  cities  will  "hollow 
while  Peters  asserted  they  will  thrive  as  centers  of  innovation. 


PETERS:  I  understand  that.  What  I  don't  understand 
is  your  cavalier  dismissal  of  the  basics  of  cognitive 
processing  and  human  emotion.  People  will  go  to 
bookstores,  for  example,  in  part  for  the  social  experi- 
ence. Do  you  really  think  that  all  the  world's  com- 
merce is  going  to  take  place  on  line? 
GILDER:  I  think  most  of  it  will,  particularly  informa- 
tion-based commerce.  One  of  the  things  that  I  don't 
think  people  understand  is  the  TV  monitor  or  the 
computer  monitor  is  ample  for  images  today.  What 
it  can't  do  at  all  well  is  text.  When  the  resolution, 
contrast  and  flicker  come  to  compete  with  paper, 
suddenly  huge  amounts  of  text  will  go  on  line  and 
be  read  on  line. 

PETERS:  The  technology  is  going  to  continue  to 

evolve  at  the  pace  of 
Moore's  Law.  We 
humans,  however,  will 
evolve  much  more 
slowly.  To  go  back  to 
early  Gilder,  George 
says  entrepreneurialism 
is  driven  by  utter  fools, 
"bullheaded  brewers," 
doing  their  thing  with 
the  railroad  in  the  19th 
century,  or  the  automo- 
bile in  Detroit  in  thet 
early  20th,  creating  mar- 
kets by  defying  the. 
boundaries  of  the  exist- 
ing economy  and  thus' 
extending  them.  The> 
way  I  describe  it  at  sem 
inars  is  the  wheel  was' 
stupid  because  prior  tc 
the  wheel,  you  didn'l 
need  wheels  by  defini- 
tion. You  had  a  wheel 
less  society,  and  the  first 
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is  infinite,  and  the  more  excited  I  am  by  the  stuff  I 
see  the  more  can  be  supported. 
GILDER:  Time,  though,  is  not  infinite.  As  you  have 
pointed  out  many  times  in  your  books,  in  an  age  of 
information  abundance  and  free  computation  and 
bandwidth,  time  becomes  the  scarcest  resource  of 
all.  Cities  are  a  great  consumer  of  human  time. 
PETERS:  No,  they  are  savers  of  human  time.  They 
allow  humans  to  intersect  with  more  different  stuff 
per  hour. 

GILDER:  You  can  savor  a  much  more  exuberant  vari- 
ety on  the  Internet  as  it  expands,  and  as  that  fiber- 
optic line  that  currently  comes  to  the  edge  of  your 
property  actually  moves  into  your  house.  It  will 
increase  the  capacity  of  your  communications 
250,000-fold,  minimum. 
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guy  who  used  the  wheel  was  called  a  wimp.  The) 
said,  "Why  don't  you  carry  a  bag  of  stones  on  you: 
back?  Why  are  you  using  a  wheel?"  And  that's  trro 
of  every  new  invention.  The  magic  of  the  Valley  i: 
that  passion  to  one-up  the  other  guy.  It's  that  pas 
sion  that  comes  from  hundreds  of  thousands  of  engi 
neers  physically  crowded  together  in  exuberantb 
various  human  communities.  It's  that  thing  we  ar< 
now  watching  happen  in  Seattle  around  Microsoft 
which  is  a  carbon  copy  of  what  happened  whei 
everybody  started  leaving  Hewlett-Packard  and  go 
thoroughly  irritated  20  years  ago  at  the  creepin 
bureaucracy  of  what  was  then  a  half-billion  dolla 
company,  which  was  very  different  from  the  compf 
ny  they  remembered  that  all  met  at  Dinah's  Shac' 
with  Bill  and  Dave. 

Forbes  AS/ 
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GILDER:  I  think  you'll  meet  your  rival 
more  on  the  Internet.  You'll  be  more 
conscious  of  his  limitations.  You  will 
have  on-line  agents  who  will  seek 
them  out  and  follow  them  for  you. 
PETERS:  Well,  I  am  unalterably 
opposed  to  programmable  agents  who 
are  going  to  give  me  what  I  want,  and 
I  know  that  Nicholas  Negroponte  [of 
MIT's  Media  Lab]  says  we  can  have  a 
random  number  generator  in  there  so 
I  get  miscellaneous  crap  as  well.  Rela- 
tive to  what  I  do  for  a  living,  a  lot  of 
the  good  stuff  happens  when  I  end  up 
in  Frankfurt  with  two  hours  to  spare 
and  wander  down  the  street  and  I  see 
X  next  to  Y  which  I  would  have  never 
imagined  because  X  doesn't  go  with  Y 
in  Palo  Alto.  It's  a  crazy  juxtaposition, 
which  is  a  definition  of  creativity,  and 
I  know  you  can  program  it  in.  I've 
been  programming  since  1962.  I  start- 
ed with  the  Cornell  Computing  Lan- 
guage, and  with  frigging  punch  cards, 
and  I  know  how  easy  it  is  to  program 
it  in,  but  I  still  don't  buy  this  pro- 
grammed serendipity.  There's  some- 
thing about  jogging  past  seven  win- 
dows in  Frankfurt  at  5  a.m.,  which 
I'm  unconvinced  can  be  reproduced 
on  line. 
9  GILDER:  I  think  you'll  be  able  to  jog 
Tin  through  the  Internet  wherever  you 
tsoi  want  to  go.  It  will  mean  that  localities 
will  have  to  compete  harder.  The 
problem  with  the  cities  today  is  they 
are  parasites.  We've  got  these  big  par- 
asite cities  sucking  the  lifeblood  out 
of  America  today.  And  those  cities 
will  have  to  go  off  the  dole.  Rather 
than  being  centers  of  value  subtrac- 
tion, they  will  have  to  learn  to  add 
value  to  the  nation's  output.  Today 
you  survive  by  lobbying  in  Washing- 
ton. That's  what  a  mayor  is.  He's  a 
prime  lobbyist  in  the  halls  of  Con- 
gress. New  York  State  lost  350,000 
jobs  in  the  last  five  years,  most  of 
them  in  greater  New  York  City,  and 
LA.  is  beginning  to  deteriorate  also. 
j  They  are  becoming  dirty,  dangerous 
reepiD  and  pestilential. 

k  PETERS:  We  have  been  knocking  cities 
compt  for  at  least  400  or  500  years  as  the 
i  SrJO  essence  of  decadence  on  the  planet 
and  yet  so  far  they've  ended  up  being 
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. . .  but  when  it  does,  a  Radio  Shack 
personal  pager  will  keep  you  in 
touch.  Radio  Shack's  pager  line-up 
includes  features  such  as  time  stamp, 
message  memory  and  alphanumeric 
display.  And  we'll  answer  questions 
about  paging  services  and  sign  you 
up  for  one  that  meets  your  needs. 

Affordable  personal  pagers  are  just 
one  example  of  the  quality  business 
products  you'll  find  at  Radio  Shack. 
Call  on  us  today. 

Radio  /haek 

You've  got  questions.   We've  got  answers.5 


"Processing  and  paging  service  fees  required.  Local  pagers  not  available  in  all  areas.  See  store  for  details.  Prices  apply  at  partici- 
pating Radio  Shack  stores  and  dealers.  Items  not  available  at  a  participating  store  can  be  special-ordered  (subject  to  availability)  at 
the  advertised  price.  A  participating  store  will  offer  a  comparable  value  if  the  product  is  sold  out  Independent  Radio  Shack  dealers 
and  franchisees  may  not  be  participating  in  this  ad  or  stock  or  special-order  every  item  advertised. 


A  complete  selection  of  local 
and  nationwide  pagers,  with 
prices  from  $79-99* 


a)  the  essence  of  decadence  on  the 
planet  and  b)  the  essence  of  regenera- 
tion. That's  the  great  paradox. 
GILDER:  The  key  to  urban  regeneration 
is  moral  values.  People  are  leaving  SU- 
icon  Valley  in  large  numbers  to  go  to 
remote  parts  of  Utah  which  are  often 
the  object  of  derision  and  jokes.  They 
go  to  'tah  because  of  the  moral  disci- 
plines that  underlie  that  community 
and  translate  into  work  effort  and 
entrepreneurship. 

PETERS:  But  if  I  had  to  bet— forget  the 
difference  in  scale — on  the  Bay  Area 
versus  greater  'tah,  and  I  had  one  buck 
left,  I'd  put  the  buck  on  the  Bay  Area 
because  of  both  sides  of  the  coin,  the 
decadence  and  discipline,  existing  side 
by  side. 

GILDER:  Equilibrium  is  death. 
PETERS:  Yeah — equilibrium  is  death. 
Amen,  brother  George. 
GILDER:  All  entrepreneurship  is  dise- 
quilibrium. It  overthrows  the'  balance 
of  economic  models  and  the  current 
pattern  of  cities.  But  all  economists 
want  equilibrium.  That's  why  they 
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are  killing  the  economy  and  trying  to 
save  the  big  cities. 

PETERS:  Regardless  of  that,  we  can 
agree  that  the  wonderful  news  is  gov- 
ernments are  becoming  irrelevant 
regardless  of  whether  it  is  Newt  Gin- 
grich or  Tom  Foley  who  is  sitting 
there  in  the  grand  chair.  The  real 
truth  is  when  business  gets  on  the 
side  of  government,  bad  things  tend  to 
happen  over  the  long  haul.  I  think 
when  Silicon  Valley  started  to  get 
nailed  by  the  Austins  of  the  world,  it 
was  just  about  the  time  that  Bob 
Noyce  decided  that  Washington  was  a 
better  place  to  hang  out  than  Los 
Altos  Hills. 

ASAP:  Like  the  entrepreneurs,  they 
enjoy  being  CEOs,  and  they  all  end  up 
wanting  to  be  statesmen. 
GILDER:  They  understand  that  the 
monopolies  are  created  in  Washing- 
ton. 

Laughter. 

PETERS:  Much  more  than  they  are  in 
Santa  Clara  County. 
GILDER:  Or  Redmond,  Washington.  ® 
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NEC 


MULTIMEDIA 


ANYTHING 


ELSE    IS 


SENSORY 


DEPRIVATION 


An  NEC  multimedia  system 
can  nave  a  dramatic  ellect  on 
your  senses.  Surrounding 
them  with  sights  and  sounds 
that  are  bigger  and  brighter 
than  anything  you  ve  ever 
experienced.  Which  is  some- 
thing you  can  expect  Irom  all 
our  multimedia  products. 
From  our  4X  CD-ROM  read- 
ers — the  industry  s  lastest — 
to  our  advanced  networking 
technologies,  everything  NEC 


makes  is  designed  to  push 
multimedia  to  its  lull  poten- 
tial. Ol  course,  there  are  a  lot 
ol  other  multimedia  products 
on  the  market  today.  But  set- 
tling lor  anything  else  would 
be,  in  a  word,  senseless. 

SEE,    HEAR 


AND    FEEL    THE 


DIFFERENCE 
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N  A  HILL 

[The  telecom  revolution  should  be  bad  news  for  the  metrop- 
olis-and  the  worst  news  of  all  for  New  York.  But  it  isn't. 
And  with  proper  management,  it  won't  be.     by  Peter  Huber 


It's  about  to  rain.  You're  standing  at 
Ithe  comer  of  Park  and  55th,  a  human 
Isemaphore,  your  right  arm  waving 
I  uselessly  at  the  sky.  There  are  empty 
I  cabs  cruising  the  streets  two  blocks 
I  away — you  know  it.  If  your  arm  were 
I  just  150  yards  longer,  the  connection 
Iwould  be  made.  This  is  a  failure  to 
I  telecommunicate. 

Why  are  there  still  so  many  New 
(Yorkers  to  hail  cabs  anyway?  Before 

fiber-optic  glass,  asymmetric  digital 

subscriber  lines  and  the  Internet,  the 
lanswer  was  obvious.  The  grime  and 
Icrime  didn't  matter:  Legal,  financial 

and  intellectual  talent  flocked  to  the 
I  city  regardless,  because  everyone  else 
Idid,  or  already  had  or  soon  would.  If 
I  you  wanted  to  borrow  a  billion,  or  sell 
las  much  in  stock,  or  wrap  up  the  deal 
I  in  legal  paper  or  entertain  around  the 

world,  the  people  you  needed  were 
Must  a  cab  ride  away.  You  had  to  be 
[there  because  they  were.  With  today's 
Itele-electronics,  you  don't. 

(LABYRINTH    OF    NETWORKS 

If  we  were  inventing  the  stock 
lexchange  horn  scratch  today,  it  would 
Inot  be  a  building  in  New  York;  it 
[would  be  a  far-flung,  decentralized 
I  network,  a  sort  of  Internet  of  brokers, 
Itraders  and  principals.  There  is, 
lindeed,  a  small,  all-electronic  futures 
lexchange  up  and  running  on  the  Inter- 
Inet.  Also  on  line  are  the  interbank 
Icurrency  market  (which  dwarfs  the 
[stock  market),  Globex  (an  after-hours 
Iglobal  electronic  exchange  for  finan- 
cial futures),  Access  (an  after-hours 
Iglobal  electronic  extension  of  the  New 


York  Mercantile  Exchange)  and  Nas- 
daq, which  markets  itself  as  "the 
stock  market  for  the  next  100  years" 
(although  twice  in  recent  memory  the 
entire  system  was  brought  down  for 
several  hours  by  a  squirrel  with  a  taste 
for  telecom  cables).  Every  financial, 
legal,  pedagogical  and  entrepreneurial 
enterprise  of  any  importance  is  being 
networked — first  within  offices,  then 
across  cities;  then  the  networks  them- 
selves are  networked,  within  cities 
and  beyond. 

Architecturally  speaking,  the  Inter- 
net is  the  exact  opposite  of  the  tradi- 
tional metropolis:  it  is  urban  sprawl 
carried  to  the  electronic  limit,  a  net- 
work of  networks,  with  Aspen's  and 
New  York's  granted  equal  dignity  so 
far  as  the  routing  of  bits  and  fortunes 
is  concerned.  The  great  traditional 
centers  of  capital  and  influence  should 
be  flattening  out,  the  skyscrapers 
melting  not  just  into  New  Jersey  but 
into  Kansas.  The  telecom  revolution 
should  be  bad  news  for  the  metropo- 
lis— and  the  worst  news  of  all  for  New 
York.  But  it  isn't.  And  with  proper 
management,  it  won't  be. 

New  York  begins,  of  course,  with 
its  inheritance.  A  trillion  dollars  of 
financial  transactions  move  over  New 
York's  telephone  lines  every  day.  Over 
13,000  corporations,  huge  and  tiny, 
arc  headquartered  in  Manhattan  alone. 
Capital  Cities/ABC,  CBS,  NBC,  and 
Fox  Broadcasting  are  here.  George 
Soros  is  here.  One-third  of  all  national 
cable  networks  are  headquartered  in 
the  city  or  nearby,  twice  as  many  as  in 
southern  California.  In  the  overall 


film  and  TV  industry,  the  city  is  sec- 
ond only  to  Los  Angeles.  New  York 
has  100  sound  studios,  100  sound 
stages,  60  camera  lighting  companies 
and  100  editing  companies;  all  told, 
over  6,000  businesses  support  New 
York-area  film  and  video  production. 
Madison  Avenue  rustles  up  the  adver- 
tising cash  that  supports  most  of 
broadcast. "The  talent,"  in  short,  still 
shaves,  models,  dines,  flatters  and 
strokes  in  the  city. 

Countless  millions  of  people  across 
the  country  and  around  the  world 
want  a  piece  of  New  York  talent,  to 
invest  in,  bank  with,  trade  through  or 
just  laugh  at  late  on  a  Saturday  night. 
That's  the  good  news.  The  bad  news 
is  that  those  millions  don't  care — 
often  don't  even  know — where  the  tal- 
ent is  performing.  New  York,  Holly- 
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wood,  London... it  doesn't  matter,  so 
long  as  the  stock  moves,  the  account 
clears,  the  bits  sum  up  on  the  spread- 
sheet, the  pixels  light  up  entertaining- 
ly on  the  screen.  If  you  could  pick  up 
New  York's  talent — the  whole 
seething  beehive — one  Friday  evening, 
and  set  it  down  in  Aspen  on  Saturday, 
the  money,  the  news  and  the  laughter 
would  still  work  their  same  magic 
around  the  globe  come  Monday 
morning. 

POWER    OF    PROJECTION 

Except  that  they  wouldn't.  Because 
the  other  thing  the  city  still  has  far 
more  of  than  anyone  else  is  the  raw, 
technical  power  to  coordinate  and  pro- 
ject the  talent,  not  via  taxicab  or 
Lutece,  but  from  there  on  out, 
through  glass,  coaxial  cable, 
microwave  and  satellite.  What  makes 
Bill  Cosby  funny  is  the  whimsical 
software  loaded  in  a  few  cubic  inches 
of  his  skull;  what  makes  him  rich  as 
Croesus  is  television.  What  makes 
New  York  rich  is  talent,  too — plus  the 
unequaled  power  to  project  talent 
electronically  around  the  globe. 

New  York  remains  the  unrivaled 
telecom  hub  of  the  planet  today.  All 
programming  that  originates  in  the 
Manhattan  studios  of  the  four  major 
TV  networks,  all  the  programming  for 
their  national  radio  and  cable  net- 


works, flows  out  from  the  city  to  the 
rest  of  the  country  over  a  vast  gan- 
glion of  telecommunications  that 
begins  and  ends  in  the  heart  of  Man- 
hattan. Before  the  distilled  product 
goes  out,  an  even  larger  torrent  of  raw 
information  comes  in,  over  equally 
capacious  electronic  facilities.  In  elec- 
tromagnetic terms,  the  city  is  both  a 
huge,  quivering  antenna — a  giant 
receptor  of  telephone,  radio  and  pho- 
tonics— and  also  the  brightest  beacon 
on  the  planet,  a  cyber-quasar  pumping 
out  vast  amounts  of  energy  in  the 
form  of  radio  waves  and  glass-encap- 
sulated laser  light. 

New  York  alone  generates  5% — 
$7.5  billion— of  the  country's  $150  bil- 
lion telecommunications  revenues. 
CBS's  Manhattan-based  newsgather- 
ing  organization,  for  example,  coordi- 
nates 105  remote  satellite  earth  sta- 
tion "uplinks,"  which  transmit  video 
feeds  from  earth  to  satellite,  and  back 
down  to  Manhattan.  Viacom,  owner 
of  MTV  and  Nickelodeon,  and  HBO 
both  connect  to  satellites  in  geosyn- 
chronous orbit  through  earth  stations 
on  Long  Island.  Westinghouse-owned 
Group  W  Satellite  Communications, 
the  largest  satellite  video  distribution 
company  in  the  country,  uses  an  earth 
station  in  Glenbrook,  Long  Island,  to 
distribute  programming  for  ABC,  CBS, 
NBC,  Fox,  Japan  Broadcasting,  A&E, 


the  Discovery  Channel  and  Viewer's 
Choice,  and  the  private  video  net- 
works of  GE,  IBM  and  GTE.  IDB 
Communications,  another  major 
provider  of  satellite  services,  operates 
an  earth  station  on  Staten  Island,  a 
switching  center  in  Manhattan  and  a 
satellite  uplink  on  the  World  Trade 
Center.  Through  facilities  like  these, 
the  city  sucks  in  information  from 
everywhere,  processes  it  through 
human  and  electronic  talent,  adds 
value  and  then  sends  it  back  out 
around  the  globe. 

Staying  far  out  ahead  of  the  tele- 
com pack  is  not  easy.  It  requires  dou- 
bling the  power  and  sophistication  of 
your  wires  and  transmitters  about  ] 
every  two  years.  That's  how  fast  the 
technology  improves.  That's  how  fast 
a  contender  can  grab  a  technological 
edge,  and  then  widen  it  and  then  aspi- 
rate the  talent.  Almost  a  century  ago, 
New  York  lost  the  movies  because 
Hollywood  offered  better  lighting — 
more  sun.  In  1975,  Manhattan  missed 
the  first  wave  of  cablecasting,  because 
Ted  Turner  happened  to  live  in 
Atlanta.  Cable — a  $20  billion-plus 
industry  today — was  nothing  until 
Turner  transformed  his  small  UHF 
station  in  Atlanta  into  a  "supersta- 
tion"  by  beaming  the  signal  up  to  a 
satellite  and  then  down  to  cable  sys- 
tems across  the  continent.  Far  more 
Americans  love  (or  love  to  hate)  the 
Yankees  than  the  Braves;  more  people 
in  Butte,  Mont.,  would  be  interested 
in  tuning  in  to  "local"  New  York  fare 
than  "local"  fare  from  Atlanta.  The 
first  superstations,  and  the  whole 
satellite  cable-casting  industry  they 
spawned,  should  therefore  have  been 
launched  from  New  York.  Somebody 
dropped  the  ball,  and  they  weren't. 

THE    MIGHTY   TELEPHONE 

Happily  for  the  city,  however,  lots 
of  other  things  have  gone  right.  A  for- 
tunate confluence  of  market  forces 
and  forward-looking  regulatory  policy 
has  kept  New  York  out  ahead  of  the 
pack.  So  far,  at  least.  In  assessing  the 
state  of  New  York's  telecosm  and 
where  it's  headed,  the  thing  to  under- 
stand first  is  that  the  telecosm 
revolves  around  telephone,  not  televi- 
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ZNOTEFLEXIhe  One 

Computer  For  All  Of  You. 
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Decisions,  decisions. 

Finding  a  notebook 
computer  is  simple. 
Finding  one  to  handle  all 
the  things  you  do,  isn't. 

Zenith  Data  Systems 
Z-NOTEFLEX,  however, 
delivers  everything  you 
need— high  performance 
long  battery  life,  upgrad- 


Z-NOTEFLEX 


ability  and  modularity—      uPtomteiDX4™iooMHz 

J  J  processor 


Up  to  700  MB  hard  drive 

16-bit  business  audio 

Active-matrix,  color  LCD 

Two  Type-ll  PCMCIA  slots" 


in  a  notebook  that  won't 
be  obsolete  tomorrow. 

For  example,  when 
you're  away  from  the 
office,  remove  the  flop- 
py drive  and  insert  a 
second  battery  pack 
and,  wham,  twice  the 
computing  time! 

But  that's  ZDS  for 
you.  Who  else  would 
build  a  computer  versa- 
tile enough  to  tackle 
every  part  of  your  job? 

After  all,  Connected 
Computing— making  computers  and  people 
work  better  together— is  just  what  Zenith  Data 
Systems  is  all  about.  Call  now  to  learn  why 
the  Z-NOTEFLEX  is  the  one  computer  for 
you,  wherever  you  go,  whatever  you  do. 
1-800-553-0301,  Ext.  5162 


FLEXSITE 

LCD  video  display  stand 

FLEXBAY 

Battery  charging  bay 
Floppy  drive  bay 

FLEXDOCK 

Enhanced  port  replicator 
Two  Type-Ill  PCMCIA  slots' 

FLEXSHOW 

MPC2-compliant 

Double-speed  CD-ROM  drive 

Amplified  stereo  speakers 

Two  Type-Ill  PCMCIA  slots- 
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Copyright  O  1995  Zenith  Data  Systems  Corporation  Zenith  paid  Systems  Corporation  is  a  Bull  company  *Z-NOTEFLEX  supports  two  Type-!,  two  Type-ll  or  one  Type-Ill 
PCMCIA  card  and  FLEXDOCK  and  FLEXSHOW  support  two  Type-I.  Type-ll  or  Type-Ill  PCMCIA  card  Z-NOTEFLEX,  ZDS  and  "Make  The  Connection"  are  trademarks  ol 
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The  fastest  growing 

markets  are  firmly  rooted 

in  TI  DSP  Solutions. 


When  it  comes  to  today's  ground-breaking  products 
that  combine  audio,  video  and  data,  nothing 
matches  the  performance  of  Digital  Signal 
Processing  Solutions  from  Texas  Instruments. 
Through  powerful  processing,  multitasking  capa- 
bilities and  real-world  interfaces,  TI  DSP  Solutions 
are  enabling  new  functions  and  displacing  micro- 
processors and  microcontrollers  where  intense, 
real-time  performance  is  a  must.  While  maintaining 
price  points  that  keep  your  products  in  demand. 

Benefit  from  the  experience  of  over  15,000 
customers.  Working  with  TI  means  you're  working 
with  the  industry's  leading  DSP  Solutions.  Our 
breadth  of  DSP  and  Mixed-Signal  products  and 
depth  of  technical  and  manufacturing  support  have 
extended  the  reach  of  companies  worldwide  — 
moving  them  from  concept  to  volume.  Fast. 

Capitalize  on  emerging  markets  with  TI  DSP 
Solutions.  Helping  you  create  products  that  succeed 
in  the  marketplace  is  what  DSP  Solutions  are  all 
about.  And  no  one  makes  it  easier  for  you  to  create 
breakthrough  products  than  Texas  Instruments. 


EXTENDING 


Direct  Broadcast  Satellite  System 

TI  DSP  Solutions  helped  replace  a 

full-size  satellite  dish  with  an  18-inch 

system  so  consumers  can  receive  150 

channels  with  CD-quality  audio  in  the 

same  bandwidth  that  previously 

handled  50  channels. 


Digital  Telephone  Answering  Device 

TI  DSP  Solutions  answer  the  call  for 
digital  answering  systems  that  are 
more  durable  and  incorporate  advanced 
voice-mail  features  like  selective  saving 
n/d  variable  listening  rates. 


Digital  Cellular  Telephony 

DSP  Solutions  from  TI  enable  digital  voice 
compression  and  modem  functions  on  a  single 
DSP  chip.  Reducing  system  costs  and 
extending  battery  life.  Need  we  say  more? 


YOUR 


Notebook  Computer  Fax  Modems 

DSP  Solutions  are  enabling  PCMCIA 
modern  speeds  up  to  28,000  bits  per 
second  for  real-time  remote  access  and 
increased  multimedia  functionality. 
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^r  Texas 
Instruments 


The  telecosm  revolves  around  telephone,  not  television.  The 
sex  and  slaughter  artists  of  Hollywood  aren't  that  important. 


sion.  The  sex  and  slaughter  artists  of 
Hollywood  aren't  that  important. 
Television,  with  all  its  glitz,  is  about  a 
$26  billion  market  nationwide;  cable 
another  $22  billion.  Telephony,  by 
contrast,  generates  about  $150  billion 
a  year.  Calls  to  800  numbers  alone 
generate  some  $7.8  billion  a  year,  or 
more  than  the  total  television  rev- 
enues of  CBS  and  NBC  combined. 

Though  scarcely  a  decade  old,  and 
still  growing  at  breakneck  speed,  cel- 
lular telephony  is  already  an  $11  bil- 
lion industry.  Wealth — the  city's,  and 
everyone  else's — depends  far  more  on 
the  two-way  wires  next  to  the  sewers 
than  on  the  one-way  perturbations  of 
the  electromagnetic  spectrum  in  the 
stratosphere.  And  in  the  vicinity  of  its 
sewers,  New  York  is  still  doing  very 
well  indeed.  The  city's  telecom  sub- 
way, its  underground  spider-web  of 
glass,  coaxial  cable  and  copper,  is  the 
best  there  is — a  digital  bullet  train  in  a 
world  that  still  relies  mostly  on  hors- 
es. The  telecosm  below  is  the  one  that 
really  counts. 

Bell's  legatee,  New  York  Tele- 
phone (recently  renamed  Nynex  New 
York),  is  the  oldest  and  still  by  far  the 
largest  provider  of  service  in  the  city. 
But  today  it  is  by  no  means  alone.  In 


1983,  Merrill  Lynch,  Western  Union 
and  the  Port  Authorities  of  New  York 
and  New  Jersey  created  the  Teleport 
Communications  Group  to  provide 
satellite  uplinks  for  the  region's  finan- 
cial institutions  and  broadcasters. 
TCG  started  with  17  satellite  send- 
receive  earth  stations  on  Staten  Island, 
linked  by  fiber-optic  cable  to  down- 
town Manhattan.  Large  businesses,  it 
turned  out,  were  more  interested  in 
using  the  new  cables  to  carry  traffic 
within  the  city  and  to  inter-exchange 
carriers  like  AT&T.  A  new,  lucrative 
business  sprang  up,  centered  not  on 
satellites  but  on  building  new,  local, 
state-of-the-art  networks  in  urban 
areas.  TCG  unloaded  the  dishes,  and 
with  $50  million  horn  Merrill  Lynch, 
began  to  deploy  more  glass.  This  was 
the  nation's  first  "Competitive  Access 
Provider,"  or  "CAP." 

So  far  as  entering  the  market  and 
providing  services  go,  these  new,  com- 
peting, local  phone  companies  have  all 
the  privileges  enjoyed  by  Nynex,  the 
incumbent,  including  a  right  to  inter- 
connect with  it.  This  is  important. 
When  competition  between  local 
phone  companies  was  tried  a  century 
ago,  it  was  a  disaster.  Competitors  in 
the  same  town  typically  refused  to 


interconnect  with  each  other;  busi- 
nesses often  had  to  advertise  that  they 
had  "both"  telephone  lines.  It  drove 
everyone  nuts.  Not  this  time  around. 
Smart  electronics  make  possible 
seamless  call  handoffs  among  any 
number  of  private  switches,  wire-line 
carriers,  wireless  carriers,  CAPs,  infor- 
mation providers,  long-distance  carri- 
ers, cable  companies  and  satellite 
operators.  And  regulators  are  making 
sure  that  the  handoffs  are  made,  both 
coming  and  going.  As  a  result,  six 
companies  have  since  been  certified  as 
local  phone  companies  to  compete 
against  Nynex  in  providing  service  to 
the  city.  They  include  long-distance 
carriers  (MCI),  CAPs  (TCG)  and  cable 
television  operators  (Time  Warner  and 
Cablevision  Systems). 

It's  easier  to  start  a  phone  company 
in  the  city  than  to  start  driving  a  cab. 
There  is  no  exclusive  franchise,  no 
$100,000  medallions.  Each  new  com- 
petitor can  pick  up  or  hand  off  digital 
passengers  at  literally  thousands  of 
transfer  points  scattered  like  confetti 
in  closets,  basements  and  tunnels  the 
length  of  the  island.  Competition  has 
not  hit  the  residential  sector  yet,  but 
it  soon  wdl,  spearheaded  by  the  cable 
TV  industry.  Your  cable  company  will 
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It's  easier  to  start  a  phone  company  in  the  city  than  to  start  driv- 
ing a  cab.  There  is  no  exclusive  franchise,  no  $100K  medallions. 


offer  two-way  phone  service  along 
with  one-way  video.  Time  Wamer/US 
West  have  already  announced  1995 
plans  to  do  just  that  over  Time  Warn- 
er's cable  affiliate  in  Rochester.  Time 
Warner  (a  $15  billion-a-year  concern, 
compared  to  Nynex's  $13  billion)  has 
been  granted  the  right  to  provide  local 
service  in  New  York  City.  It  begins 
with  a  base  of  one  million  cable  sub- 
scribers in  the  metro  area,  and  a  part- 
ner— U  S  West — that  is  Nynex's  Bell 
counterpart  in  14  western  states. 
Cable's  most  direct,  across-the-board 
assault  on  telephony  will  involve 
wireless  technology.  Cable  alliances 
are  already  bidding  aggressively  for 
radio  licenses  to  provide  wireless  "per- 
sonal communications  services" — a 
new  generation  of  wireless  phone  and 
data  service.  Telephony  and  cable  TV 
are  converging  fast — in  the  digital 
world.  The  result:  competition  is  com- 
ing to  residential  consumers  too, 
sooner  than  they  think. 

REGULATION  IS  A  STUMBLING  BLOCK 

And  yet,  for  all  the  progressive 
changes  already  made,  regulation 
remains  the  biggest  impediment  to 
competition  and  to  the  city's  long- 
term  interests.  Think  of  information 


as  tomatoes.  Some  people  grow  them 
by  the  truckload.  Others  nurse  a  few 
httle  vines  in  their  backyards.  So  what 
should  government  do:  subsidize  the 
backyard  garden  by  jacking  up  tolls  on 
the  highways  and  railroads  that  the 
big  growers  need  most?  Or  unleash 
the  wholesalers  and  let  them  flood  the 
market?  What  you  like  depends  on 
where  you  live. 

For  New  Yorkers,  the  choice 
should  be  clear.  Informationally 
speaking,  the  city  is  an  Everest  of 
tomatoes.  And  the  trouble  for  the  city 
is  that  every  government-mediated 
subsidy,  entry-barrier,  quarantine  and 
tax  favors  the  small  vines,  and 
obstructs  the  giant  producers  and 
exporters.  Across  the  board,  govern- 
ment telecom  policy  is  aimed  at  pro- 
moting expensive,  short-haul,  small- 
town introverts,  at  the  expense  of 
cheap,  long-haul,  big-city  extroverts. 
In  the  broadcast  arena,  it's  called 
"localism."  The  FCC's  whole 
approach  to  assigning  TV  and  radio 
spectrum  is  designed  to  boost  the 
power  of  a  handful  of  local  stations, 
thus  obstructing  the  development  of 
more  than  a  handful  of  national  net- 
works. 

For  years,  cable  companies  were 


stymied  in  their  efforts  to  import  "dis- 
tant" broadcast  signals,  the  theory 
being  that  if  Oshkoshians  could  watch 
the  Yankees  they  might  stop  watching 
their  very  own  Puddle  Ducks.  To  this 
day,  cable  companies  are  still  forced  to 
pack  channels  with  local  TV  broad- 
casts (a  constitutional  challenge  is 
creeping  through  the  courts),  rather 
than  use  the  same  space  for  out-of- 
town  fare.  In  other  words,  countless 
cable  channels  that  could  be  opened 
in  Aspen  or  Butte  for  Broadway  or 
baseball  from  entertainment  and  busi- 
ness capitals  like  New  York  are  strict- 
ly allocated  to  video  fare  from  Aspen 
or  Butte. 

In  telephony,  the  prices  of  long- 
haul  calls  are  jacked  up  to  subsidize 
the  cheapest  possible  basic  monthly 
rates  for  local  service.  And  across  the 
board,  New  Yorkers  help  subsidize 
basic  phone  service  in  rural  areas, 
where  the  cost  of  providing  service  is 
far  higher.  The  regulatory  tax-and- 
spend  policies  that  make  this  happen 
all  go  under  the  noble  banner  of  pro- 
moting universal  service.  Billions  of 
dollars  are  shuffled  through  telepho- 
ny's intricate  accounts  to  make  this 
happen.  New  York  loses  more  than 
anyone  from  such  policies. 
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The  paramount  priority  for  New  York  is  to  project  its  influence 
outward,  over  the  most  advanced  networks  on  the  planet. 


NEW  YORK'S  IMPERATIVES 

For  New  York  telecommunicators, 
the  first,  paramount  objective  is  to 
slash  the  import-export  duties.  The 
price  of  long-distance  phone  calls  has 
fallen  sharply  in  the  past  decade, 
largely  because  regulators  have 
slashed  the  "local  access"  charges 
that  companies  like  AT&T  pay  to 
companies  like  Nynex  to  originate 
and  terminate  long-distance  calls. 
There's  more  to  slash.  And  the  slash- 
ing must  continue,  even  though  that 
means  cutting  back  subsidies  to  basic 
residential  service. 

New  York's  imperatives,  in  short, 
are  very  different  from  Oshkosh's  or 
.Butte's.  The  city  largely  solved  the 
problem  of  local  connection  decades 
ago,  by  packing  millions  of  people  so 
tightly  together  that  they  could  all 
connect  by  taxicab  and  lunch,  when 
necessary.  The  job  was  finished  more 
recently,  when  state  regulators  opened 
wide  the  city's  local  telecom  markets; 
as  a  result,  competition  to  haul  bits 
under  the  streets  of  Manhattan  is  now 
the  most  vibrant  in  the  world.  Butte 
still  has  to  worry,  perhaps,  about 
stringing  subsidized  wires  out  to  the 
ranches  ten  miles  out  of  town.  But 


Gotham's  most  urgent  priority  is  to 
extend  its  electronic  reach  to  Butte, 
with  the  cheapest,  most  digital,  most 
broadband,  most  interactive  capabili- 
ties available — and  then  to  double 
those  capabilities  the  next  year,  and 
indefinitely  into  the  future. 

The  paramount  priority  for  New 
York's  pastors  and  masters  is  to  pro- 
ject the  influence  of  those  large  busi- 
nesses outward,  over  the  most 
advanced,  least  taxed,  least  regulated, 
least  quarantined  networks  on  the 
planet.  Unfortunately,  it's  almost 
impossible  to  get  anyone  very  angry 
about  localism  or  residential  subsi- 
dies, or  the  unexciting  fact  that  Sprint 
can  hire  Candice  Bergen  to  tout  long- 
distance services,  but  Nynex  can't. 
Long-distance  prices  are  lower  than 
they  were;  getting  them  lower  still 
just  doesn't  seem  that  urgent.  New 
Yorkers  are  accustomed  to — are  com- 
fortable with — the  Steinberg-New 
Yorker  view  of  the  universe — Broad- 
way and  Fifth  Avenue  are  big,  detailed 
and  self-contained;  and  what  lies 
beyond  to  the  west  is  only  tiny, 
empty,  fly-over  country,  with  perhaps 
a  couple  of  glimmers  of  light  on  the 
Pacific  coast.  That,  however,  is  the 


one  view  of  things  New  York  can  no 
longer  afford. 

The  fly-over  country  is  now  get- 
ting ready  to  do  some  overflying 
itself.  Telemarketers  and  operators  of 
800  services  already  congregate  in 
Omaha,  known,  rather  unglamorous- 
ly,  as  the  "800-Number  Capital  of  the 
World."  Labor  and  real  estate  are 
cheap,  and  being  on  Central  Standard 
Time  is  a  significant  advantage.  The 
New  York  Stock  Exchange  is  still 
biggest  and  best,  but  round-the-clock 
trading  has  powerful  attractions,  and  I 
London  or  Tokyo  beckons.  Again,  the 
communications  facilities  are  at  hand 
to  knit  the  traders  altogether.  The 
small  investor  in  Oshkosh  will  never 
know  the  difference.  New  York,  im 
other  words,  could  yet  become  the 
fly-over.  There  is  no  escaping  the  fact 
that  telecom  technology  flattens  and! 
decentralizes. 

There  is  also  no  escaping  the  facti 
that  it  complements  the  centrifugal! 
forces  that  already  pull  talent  outt 
from  the  heart  of  the  city  toward 
cheaper  housing,  safer  streets,  cleaner 
air,  better  schools  and  lower  taxes. 
There  is  no  getting  away  from  the 
evolution  of  the  Internet,  what  engi-  ! 
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neers  call  a  "peer-to-peer"  linking  of 
nodes  and  networks  on  equal  footing. 
The  old,  centralized,  hierarchical  net- 
works are  finished. 

And  yet. ..and  yet  every  network, 
indeed  every  important  sphere  of 
human  activity,  will  always  have  a 
clearinghouse,  a  nerve  center,  an  elec- 
tronic frontal  lobe,  where  the  key  con- 
nections are  established,  the  key 
events  initiated,  the  key  records  main- 
tained and  developed.  And  it  is  at 
those  points  that  a  cascade  of  wealth 
condenses  out  of  the  ether.  For  now, 
the  main  centers  of  thought  and  con- 
trol remain  in  New  York,  even  as  the 
networks  themselves  expand  every- 
where. So  long  as  New  York  main- 
tains not  only  the  best  local  network 
but  also  the  best  links  to  everywhere 
else,  the  talent  will  stay  put  and  the 
city  will  prosper. 

What  the  city  needs,  then — what  it 
needs  more  than  any  smaller,  less 
vibrant,  less  information-intensive 
community — is  telecom  policy  that  is 
relentlessly  extroverted,  or  at  the  very 
least  not  actively  hostile  to  distance. 
New  York  business  shouldn't  be  subsi- 
dizing New  York  residents;  the  mutu- 
al interest  of  employers  and  employees 
alike  is  to  build  outward,  not  inward. 
National  television  policy  should  not 
be  promoting  localism.  New  York 
City's  largest  single  provider  of  phone 
service — Nynex — should  not  be  quar- 
antined out  of  providing  any  services 
that  dare  to  reach  into  New  Jersey  or 
Connecticut — or  beyond.  The  city  has 
to  be  able  to  export  its  vast  intellectu- 
al capital  better,  faster,  cheaper,  more 
colorfully,  more  interactively,  than 
anyone  else.  Long-distance  antennas 
and  transcontinental  glass,  satellite 
uplinks  and  downlinks,  switchers, 
routers  and  multiplexers,  the  eyes  and 
ears  and  vocal  cords  of  the  electronic 
age — these  are  what  will  keep  New 
York  the  tallest  city  on  the  highest 
hill. 

Peter  Huber  is  a  Forbes  columnist,  a 
senior  fellow  at  the  Manhattan  Institute  for 
Policy  Research  and  the  author  of  Orwell's 
Revenge:  The  1984  Palimpsest.  A  longer  ver- 
sion of  this  article  appeared  in  the  Winter 
1995  issue  of  the  City  Journal.  The  author 
has  done  consulting  work  for  various  Bell 
companies  and  other  providers  of  telecom- 
munications services. 
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Many  businesses  are  finding 
that  Greater  Phoenix  takes  the 
lead  in  developing  products  and 
services  for  a  high-tech  global 
economy.  In  fact,  Arizona's 
concentration  of  information 
industries  —  electronic  equip- 
ment, semiconductors,  telecom- 
munications and  professional 


services  —  is  six  times  greater 
than  the  rest  of  the  nation. 

To  learn  more  about  the  loca- 
tional  advantages  of  Greater 
Phoenix,  call: 


Greater  Phoenix 

ECONOMIC     COUNCIL 
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or  slock  or  special-order  every  item  advertised  Copies  of  applicable  warranties  are  available  upon  request  at  stores  for  inspection  before  sale  or  by  writing  Customer 
Relations,  1400  One  Tandy  Center.  Fort  Worth  TX  76102 


In  today's  world,  your  ultimate 
competitive  weapon  is  who  and 
what  you  know. 

That's  why  over  750,000  successful 
people  rely  on  ACT!  to  manage 
their  business  relationships. 
If  you've  ever  lost  a  note,  forgotten 


spouse,  the  date  an  estimate 
went  out,  or  the  location  of  a 
client's  favorite  restaurant. 

With  ACT!  you  can  keep  track 
of  an  unlimited  number  of  contacts, 
phone  numbers  and  addresses, 
even  notes  from  your  previous 


What's  more,  ACT!  has 
its  own  built-in  word 
processor  and  report 
generator.  So  you  can 
generate  professional 
looking  correspondence 
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A  RUTHLESS  COMPETITIVE  WEAPON. 


a  critical  meeting  or  found 
yourself  searching  frantically 
for  a  phone 
number,  you 
need  ACT!. 
Available  in 


conversations.  ACT! 
not  only  keeps  track 
of  your  phone 
numbers,  it  keeps 
track  of  who  you 
called,  the  day  and 
time  you  made 
the  call,  what  was 
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what  was  promised. There  has 

never  been  a  tool 

that  so  effectively  lets 
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PowerMacintosh 


ACT!  2.0  for 
Macintosh  is  accelerated 
for  Power  Mac,  letting 

users  take  full 
advantage  of  the  speed 

capability  this 
technology  provides. 
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Prioritize  tasks,  schedule  an 
unlimited  number  of  appointments, 
to-dos,  phone  calls  and  recurring 
events,  carry  forward 
ncomplete  tasks.  View 
your  calendar  by  day, 
week  or  month  and 
print  it  out  in  over  20 
calendar  and  address 
book  formats.  Customize 
your  contact  lists  and  your  account 
histories  to  meet  your  individual 
needs,  whatever  they  may  be. 
You  can  even  share  ACT!  files 
with  your  coworkers  over  your 
company's  local  area  network. 
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By  Gene  Koprowski 


RRY  PRESSLER 
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The  new  Republican  chairman  of  the  Senate  Commerce,  Science  and  Transportation 
Committee  will  try  to  steer  America's  telecom  pohcy  toward  deregulation. 


The  GOP's  agenda  for  regulatory 
reform  in  telecommunications  wasn't 
detailed  in  the  "Contract  with  Amer- 
ica" signed  by  Rep.  Newt  Gingrich 
and  hundreds  of  other  conservatives 
before  the  Nov.  8  election.  But  the 
movement  to  bring  free-market  prin- 
ciples to  one  of  America's  most  vital 
industries — quietly  coalescing  on 
Capitol  Hill — is  infused  with  the 
same  spirit.  Sen.  Larry  Pressler 
(R.,S.D.),  chairman  of  the  Senate 
Commerce,  Science  and  Transporta- 
tion Committee,  and  Rep.  Jack  Fields 
(R., Texas),  his  House  counterpart, 
want  to  emancipate  the  telcos,  cable 
companies  and  cellular  service 
providers  from  the  "regulatory 
apartheid"  that  has  restrained  their 
growth  for  years  and  kept  them  from 
creating  new  technologies  and  ser- 
vices. Moreover,  the  GOP  wants  to 
bust  the  barriers  that  have  prevented 
local  phone  companies  from  going 
into  long-distance  service  and  cable 
TV.  Opening  local  phone  monopolies 
to  competition  is  a  goal  as  well. 

The  Communications  Act  of  1934, 
which  created  the  artificial  divisions 
between  telcos  and  others  in  the  com- 
munications field,  is  becoming 
increasingly  irrelevant  because  of 
advances  in  today's  technologies. 

But  a  more  recent  measure  sure  to 
be  revisited  by  the  GOP  Congress  is 
the  1992  Cable  Act,  which  imposed 
rate  restrictions  on  the  industry  and  is 
favored  by  Federal  Communications 
Commission  Chairman  Reed  Hundt. 

Social  objectives  stressed  by  Hundt 
and  his  patron,  Vice  President  Al 
Gore,  such  as  racial  and  gender  quotas 
and  universal  access  to  the  informa- 
tion superhighway,  will  also  be  exam- 
ined. Greg  Simon,  the  chief  domestic 


We  can't  just 
twist  everybody's 
arm  and  make 
this  happen.  People  don't 
respond  to  arm-twisting 
in  this  Senate.  In  this 
day  and  age,  everybody's 
an  independent  operator. 
So  if  we're  going  to 
pass  telecom  legislation, 
it  will  be  a  consensus 
effort. 


policy  adviser  to  Gore,  told  Forbes 
ASAP  that  the  White  House  wants  to 
cooperate  with  the  GOP  but  will 
insist  on  creating  "fair  competition" 
and  on  providing  "universal"  access 
to  emerging  telecom  services. 

Sen.  Pressler  explains  how  telecom 
legislation  in  1995  presents  the  oppor- 
tunity to  create  a  Republican-style 
government,  one  where  the  state 
gives  companies  the  liberty  needed  to 
innovate. 

asap:  We've  heard  that  during  this  ses- 
sion of  Congress  you  want  to  open 
the  cable  and  telecommunications 
businesses  to  competition,  and  that 
you  want  to  create  an  era  of  complete 
competition  and  free  enterprise  in 
communications.  What  do  you  mean? 
pressler:  Everyone  has  to  realize  that 
there's  going  to  be  competition  in 
communications.  The  companies  are 
going  to  compete,  and  not  have  a 
form  of  regulatory  apartheid  of  little 
groups  and  homelands  that  are  pro- 
tected from  competition.  Now,  in 
telecom,  you  still  may  have  to  use 
somebody  else's  wires  to  get  where 
you  want  to  go.  That's  why  it  makes 
it  a  little  bit  difficult  to  achieve  that. 
But  I  hope  to  find  deregulatory  steps 
for  that  in  our  telecommunications 
bill.  We  need  that  road  map  for  the 
next  20  years.  And  after  that,  we  will 
be  in  the  wireless  era,  the  era  of  per- 
fect competition. 

Everybody  in  the  communications 
industry  tells  me  that  if  they  knew 
what  the  ground  rules  were,  knew  the 
roadmap,  there  would  be  an  explosion 
of  investment;  there  would  be  a  lot  of 
new  technologies;  and  there  would  be 
a  lot  else  happening.  But  if  we  don't 
have  that  national  legislation,  we  will 
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Pressler  Interview 


have  ad  hoc  court 
decisions  and  slices  of 
legislation,  which  I 
don't  think  will  be 
effective. 

I  think  the  road 
map  will  be  as  signifi- 
cant as  the  Communi- 
cations Act  of  1934. 
asap:  That  act  is  more 
than  60  years  old,  and 
it  has  created  the  barriers  between 
different  types  of  communications 
companies.  What  would  you  like  to 
see  changed? 

pressler:  We  want  to  allow  the  long- 
distance phone  companies  to  get  into 
local  competition,  and  the  local  tele- 
phone people  to  move 
into  other  areas,  like 
long  distance,  as  well. 
We  would  also  like  to 
see  other  companies 
get  into  the  communi- 
cations business — like 
cable  companies.  And 
we'd  like  to  see 
restrictions  on  manu- 
facturing of  telecom- 
munications equip- 
ment lifted. 

asap:  You're  now  the  chairman  of  the 
Senate  Commerce,  Science  and 
Transportation  Committee.  There's  a 
GOP  Senate  and  House.  Are  these 
players  going  to  have  to  negotiate  on 
your  terms  now? 

pressler:  What  does 
this  mean  for  telecom- 
munications? I  was 
somewhat  distressed 
to  see  that  the 
Democrats  already 
want  to  spend  the 
money  from  the  FCC 
spectrum  auctions. 
But  we  haven't  even 
gotten  it  in  yet.  And  I 
wasn't  consulted 
about  that.  Let's  face  it.  This  money 
may  go  for  deficit  reduction.  It  might 
go  for  other  purposes.  But  the  vice 
president  already  announced  that  the 
money  was  going  to  be  spent  on  edu- 
cation, here  and  there.  Maybe  that's 
good.  Maybe  it  isn't.  We're  the 
Republican  Congress.  And  there's  got 
to  be  a  consultative  process  here. 
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I  don't  know  what  can  get  passed. 
Last  year,  we  had  all  of  these  hearings 
and  discussions  and  all  of  this  lobby- 
ing. Now  we  have  to  figure  it  out. 
The  Democrats  have  47  votes  in  the 
Senate,  and  though  we  have  procedur- 
al control,  they  can  stop  any  piece  of 
legislation  they  want  to.  I'm  spending 
my  time  visiting  with  members  of 
Congress — I've  had  about  40  office 
visits  and  social  visits.  And  I  plan  to 
continue  the  process.  And  I  also  visit 
with  communications  company 
CEOs  whenever  I  can.  And  I  tell 
them  that  this  is  not  the  era  of  Lyn- 
don Johnson.  We  can't  just  twist 
everybody's  arm  and  make  this  hap- 
pen. People  don't  respond  to  arm- 
twisting  in  this  Senate.  In  this  day 
and  age,  everybody's  an  independent 
operator.  So  if  we're  going  to  pass 
telecom  legislation,  it  will  be  a  con- 
sensus effort. 

asap:  What  sort  of  advice  are  you  solic- 
iting from  industry? 
pressler:  I'm  talking  to  CEOs.  But  I 
don't  want  to  trigger  another  new 
round  of  lobbying.  The  time  has  come 
to  just  do  it — or  not  do  it — with  this 
legislation.  But  the  consequences  of 
not  doing  it  will  be  a  slowing  of 
investment,  and  we'll  be  denied  new 
technologies. 

asap:  The  Democrats  have  embraced 
one  of  the  competitive  concepts 
you've  been  pushing — spectrum  auc- 
tions. 

pressler:  The  auctions  were  some- 
thing the  Republicans  pressed  for  for 
more  than  10  years.  And  I  was 
pleased  to  see  some  extremely  liberal 
Democrats  [Rep.  Ed  Mar  key  and  Vice 
President  Gore]  up  there  on  the  plat- 
form at  the  FCC  ceremony  recently. 
But  that's  OK.  We  accept  converts. 
asap:  We've  heard  that  you  were  not 
too  pleased  with  Al  Gore's  hype  over 
the  information  superhighway.  We 
also  hear  that  you  think  he  disap- 
peared last  year,  after  raising  expecta- 
tions about  the  issue.  Is  that  right? 
pressler:  I  hear  all  this  talk  about  the 
information  superhighway,  and  I'm 
all  for  it.  But  you've  got  to  stop  and 
take  a  look  at  what  we  have  today. 
There  are  cellular  phones,  cable  TV 
and  some  on-line  services.  But  in 
terms  of  one  big  information  high- 


way, we  really  don't  have  it  yet.  We 
will  have  it  though,  through  free 
enterprise.  So  I  think  [Gore]  has  over- 
whelmed people. 

asap:  Greg  Simon,  the  chief  domestic 
policy  adviser  to  Vice  President  Gore, 
tells  us  they  were  not  visible  on  the 
bill  because  they  didn't  want  to  politi- 
cize telecommunications. 
pressler:  The  Democrats  always  say 
that  they  don't  want  to  politicize 
something  when  you  don't  accept 
everything  they've  put  forward.  And 
I'm  going  to  be  a  httle  partisan  here. 
I'm  reaching  out  the  hand  of  friend- 
ship— but  there's  going  to  be  less  reg- 
ulation here. 

asap:  What  has  the  Democrats'  line 
been  on  telecom? 

pressler:  The  Democrats'  line  has 
been  slow  on  deregulation,  and  quick  . 
on  spending. 

asap:  You're   concerned   about    the 
Cable  Act  of  1992,  as  well.  What  are  I 
your  plans  there? 

pressler:  We  have  no  problems  with 
the  issues  of  programming.  But  we've 
got  to  revisit  the  area  of  rate  restric- 
tions. 

asap:  Any  other  concerns  you  have 
about  Democratic  communications 
policy? 

pressler:  One  of  my  pet  peeves  is  the. 
Corporation  for  Public  Broadcasting.  It 
is  very  biased  toward  the  left  in 
American  politics  in  its  commentary. 
But  these  doctrinaire  liberals  hide 
behind  Barney  and  Sesame  Street.  Ill 
love  Barney  and  Sesame  Street.  But' 
maybe  we  should  just  have  a  PBS  for 
children. 

I  watched  Baseball  [the  PBS  docu- 
mentary by  producer  Ken  Burns].  Anc 
every  night  I  got  a  little  tired  of  hear- 
ing about  Mario  Cuomo's  boyhood. 
asap:  Rep>  Dick  Armey  [the  House 
majority  leader]  and  other  conserva 
tives  on  Capitol  Hill  have  proclaimec 
themselves  to  be  libertarians.  You've 
mentioned  that  you  want  pure  com 
petition,  which  sounds  similar  tc 
economist  Ludwig  von  Mises  whc 
talked  of  "perfect  capitalism."  Art 
you  a  libertarian? 

pressler:  No,  I  don't  go  for  fanq 
labels.  I'm  just  a  boring,  Midwesten 
conservative  who  believes  in  limitei 
government.  @ 
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See  and  respond  to  multi-media 
messages  from  your  desktop. 
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Do  business  anytime, 
anywhere  with  a  global 


network. 


It's  the  new  office.  But  it's 
not  what  you  think.  It's 
an  office  without  walls  or 
I  desks.  Without  the  rules 
of  time  or  place.  It  lets  you 
work  the  way  you  want 
instead  of  how  you  have  to. 
It  can  all  happen,  with  AW's  INTUTY™  Multi- 
Media  Solutions.  An  ever-expanding  commu- 
nications framework  that  plugs  you  into  all  the 
latest  technology  as  it  happens. 

INTUITY  Solutions  let  you  market  to  your 
customers  in  innovative  ways.  Free  you  from 
routine  tasks.  Open  your  office  to  the  rest  of 
the  world.  And  to  the  future. 


AW  can  do  all  these  things  for  you  today. 
And  with  the  integration  of  fax,  interactive  voice, 
data  and  video,  you'll  be  able  to  do  things  you 
never  imagined. 

Call  AT&T  Global  Business  Communications 
Systems  at  1800  325-7466,  ext.598.  Find  out 
how  INTUITY  AUDDC  Solutions  and  INTUITY 
CONVERSANT"  Systems  can  help  set  you  free. 


AT&T.  Where  innovation  leads. 


AT&T 
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Enough  about  employee 
benefits. What  about 
employer  benefits? 

Virginia  manufacturers  pay 
the  lowest  workers  compensation  rates 

in  the  country. 

Virginia  is  the  northernmost  right-to-work 
state  in  the  country 

Virginia's  corporate  income  taxes 
haven't  increased  since  1972. 

Virginia  has  been  named  the  best  fiscally 
managed  state  in  America! 

60%  of  the  US.  market  is  located  within 
750  miles  of  Virginia. 

Virginia 

The  Bottom  Line  State 


For  more  information  contact:  Wayne  Sterling,  CED,  Director,  Virginia  Department 
of  Economic  Development,  P.O.  Box  798,  Richmond,Virginia  23206-0798, 1-804-371-8202. 

*Finandal World.  "The  State  of  States"  ranking,  May  12, 1992;  May  15,  1993. 


BUYING  A  CAR  ON 


Is  the  Internet  changing  the  world?  How  about  life  without  auto  salesmen?  The 
following  article  by  the  co-publisher  of  Net  Money  puts  you  on  a  virtual  car  lot. 


edited  by  Michael  Wolff 

The  biggest  headache  about  buying  a 
car  these  days  is  sheer  abundance. 
Cadillac  Seville  STS  or  Lexus  400? 
Jeep  Cherokee  or  Range  Rover?  There 
are  simply  more  good  models  than 
ever  before.  Taking  the  time  to  kick 
all  those  high-performance  radial  tires 
could  cost  you  the  price  of  a  luxury 
power  package.  But  fear  not,  on-line 
automobile  resources  are  here. 

Before  you  even  reach  for  your 
checkbook,  teach  yourself  the  basics 
of  automotive  selection  and  financing 
with  CompuServe's  Automobile 
Forum,  a  roomy  and  high-perfor- 


mance area  with  a  variety  of  car-relat- 
ed message  boards.  Then  visit  one  of 
the  on-line  car  lots — either  DealerNet 
or  Webfoot's  Used  Car  Lot — to 
research  models,  options,  and  prices, 
along  with  service  and  parts.  Grab  a 
little  consumer  guidance  from  Auto- 
vantage  and  some  road-test  results 
from  Car  and  Driver,  and  then  drop 
by  rec.autos.marketplace  to  check  out 
the  listings.  And  once  you  get  that 
car,  make  sure  you  contact  SonicPRO 
to  order  an  alarm. 

ACROSS  THE   BOARD 

Automobile  Forum  One  of  the 
best  on-line  sources  of  general  infor- 


mation about  cars — with  libraries  and 
message  boards  on  performance,  safe- 
ty, and  insurance.  What's  the  best 
used  Nissan?  Is  the  Taurus  a  good 
deal?  Why  does  the  Neon  say  "Hi"  all 
the  time?  And  why  hasn't  anyone 
invented  a  device  to  turn  off  a  turn 
signal  after  20  minutes  of  infernal 
blinking?  /coMPUSERVE->go  cars 

Automotive  Mailing  Lists  A 
complete  list  of  all  the  automotive 
mailing  lists  on  the  Net  with  links  to 
their  archives,  /internet-* www 
http://triumph.cs.utah.edu/hsts.html 

DealerNet  "A  world  of  personal 
transportation  on  your  desktop," 
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DealerNet  links  to  dealers  and  show- 
rooms for  all  types  of  autos.  Search 
for  parts,  accessories,  and  affordable 
service,  /i nternet-* www  http:// 
wwrv.dealernet.com/ 

Webfoot's  Used  Car  Lot  Collecting 
vintage  Bentleys?  Need  a  new  head- 
light for  your  1984  Honda?  Webfoot's 
links  to  dozens  of  sites  for  used-car 
sales,  used  car  parts,  and  general  auto- 
motive information,  /internet-* 
www  http://pond.cso.uiuc.edu/  ducky 
/cars/national .  car  .lot  .html 

Worldwide  Car  Network  Chat  with 
other  car  enthusiasts  and  hobbyists, 
about  your  choice  of  pre-  and  postwar 
automobiles,  motorcycles,  or  pickup 
trucks.  The  Worldwide  Car  forum 
includes  message  boards  on  pricing, 
performance,  and  technology.  If  you 
contribute  interesting  material  to  the 
forum  or  pay  a  $49  fee,  you  join  the 
Worldwide  Car  Network  which  pro- 
vides on-line  access  to  an  internation- 
al assortment  of  auto  classifieds,  auc- 
tion announcements,  car-show  calen- 
dars, news,  and  car  values  and  histo- 
ries. /COMPUSERVE -»gO  WCn  $ 

BUYING  GUIDES 

Automobile  Information  Center 
Wholesale  and  retail  prices  of  new, 
used,  and  collector  automobiles  from 
1978  to  the  present  will  help  you  bar- 
gain with  your  local  dealer.  Or  for  a 
small  fee,  you  can  download  informa- 
tion on  over  50  different  car-buying 
services  to  have  the  bargaining  done 
for  you.  /coMPUSERVE->go  ai 

Autonet  Learn  to  negotiate  a  lower 
price  on  a  new  car  by  knowing  the 
difference  between  dealer  invoice 
price,  and  the  manufacturer's  suggest- 
ed price  or  download  prices  and  specs 
on  all  new  domestic  and  foreign  cars, 
vans,  and  trucks  (only  $4  per  report). 
The  accuracy  and  completeness  of  the 
reports  are  checked,  but  they  are  not 
guaranteed.  /PRODiGY->jump  auto- 
net $ 

AutoPages  A  comprehensive  source 
of  information  about  exotic  and  clas- 
sic automobiles,  with  lists  of  dealers, 


information  about  manufacturers, 
articles,  and  reviews,  /internet-* 

www  http://www.clark.net/pub/net- 
worx/autopage/autopage.html 

Autoquot-R  Looking  to  buy  a  car 
made  after  1980?  Buy  a  full  report 
that  includes  the  year,  make,  base 
price,  standard  equipment  and  option 
packages,  warranty  information,  and 
even  the  available  colors  of  your  car 
of  choice.  New  and  used  car  leasing, 
new  car  ordering  and  leasing  services, 
and  free-of-charge  appraisals  for  used 
cars.  /coMPUSERVE->go  aq  $ 
/genie  -^keyword  autoquot-r 


word  autovantage  /DELPHi-»go  shop 
auto 

Consumer  Reports  Reports  on  road 
tests,  new  car  profiles  and  ratings, 
reliability,  and  recall  information,  in 
addition  to  articles  with  titles  such  as 
"How  to  Drive  Home  a  Bargain"  and 
"Should  You  Lease?"  Good  basic 
information  for  the  prospective  buyer. 
/America  online -»keyword  con- 
sumer reports  /CompuServe ->go 
csr-1 

New  Car  Showroom  Find  the  car 
that's  right  for  your  needs.  After  com-  ■ 
paring  detailed  lists  of  standard  and 


What's  the  best  deal  on  a  cherry  street  rod?  Now 
you  can  find  out,  with  on-line  access  to  an  inter- 
national assortment  of  auto  classifieds,  auction 
announcements  and  car-show  calendars. 


Autovantage  Do  your  research 
online  before  buying  or  leasing  a  new 
or  used  car.  View  summaries  of  new 
and  used  cars,  including  an  overview 
of  the  base  model,  available  options, 
recall  history,  and  road-test  high- 
lights. Members  can  have  Autovan- 
tage arrange  details  of  the  purchase  of 
a  car  at  a  local  dealer  at  an  average 
savings  of  $2,000,  and  a  savings  of  20 
percent  at  over  10,000  national  ser- 
vice centers  is  also  available  for  mem- 
bers. A  yearly  membership  costs  $49. 
/PRODiGY-+jump  autovantage  $ 
/compuserve-^o  av  /GENiE->key- 
word  cars  /America   on  line -►key- 


optional  features  and  dealer  invoice! 
prices,  visit  the  showroom  (for  a  small 
fee)  to  make  better-educated  car,  van,| 
and  truck' buying  decisions.  NHTSA 
crash  test  data,  news  briefs  from  the 
auto  industry,  and  sales  information! 
aid  your  buying  decision,  /com 
p  u  s  e  r  v  e  -»go  newcar 

CAR  COMPANIES 

Alfa  Romeo  All  about  the  Italian  car 
manufacturer,  including  mechanica! 
issues,  images,  and  resources  for  spare 
parts  and  used  Alfas.  If  you're  ar 
owner,  you  can  register  your  Alfa  or 
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Now,  just  because  you  want  your 

introducing        presentations 
the  ultra-light 
,  Sharp  XG-E650U     to  carry  a  lot  of 
LCD  Multimedia 

Projector  weight,  doesn't 

mean  you  have  to. 

As  the  leader  in  LCD  tech- 
nology,  Sharp   has  created 
the   ultimate   in   portable 
projectors.  The  XG-E650U  lets 
you  put  on  everything  from 
simple  PC  presentations  to 
full-motion  multimedia  shows 
with  video,  audio,  VGA  and 
MAC  inputs. 

And,  at  under  20  pounds, 
it  lets  you  do  it  anywhere 
easily.  It's  compatible  world- 


wide and  the  only  projector  in  its  class 


i 


with  power  zoom  and 
16-million  color  capability. 
Hit  the  road  with  your 
best  presentations.  For  more 
information  on  Sharp's  line  of  LCD 


presentation  systems,  call  1-800-BE-SHARP. 


FROM  SHARP  MINDS 
COME  SHARP  PRODUCTS'" 


SYSTEMS   •     LCD  PROJECTION  PANELS   •     LCD  DIRECT  VIEW  MONITORS   •     LCD   VIE  W  C  AM  S 

©1994  Sharp  Electronics  Corporation  Simulated  Screen  Image,  LCD  Product  Group,  Sharp  Plaza,  Mahwah,  NJ  07430  (201)  529-8731,  Fax  (201)  529-9636 
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the  Who's  Who  of  Alfa  Romeo  own- 
ers. /internet->www  http://am- 
dahll.cs.la  trobe.edu. au:8080/~bara- 
gry/AlfaRomeo/HomePage.html 

Cadillac  Get  information  and  free 
full-color  catalogs  of  the  new  1995 
models,  including  the  Seville  STS, 
Eldorado  Touring  Coup,  Deville  Con- 
cours,  and  Northstar.  Cadillac  will 
even  help  you  find  a  plan  to  finance 
your  new  car,  and  offer  you  24-hour 
roadside  service  and  trip-routing  assis- 
tance, /prodi GY->jump  cadillac 
/coMPUSERVE->go  cmc 


ford  cars  /C0MPUSERVE-»go  fd 

Honda  Order  a  free  brochure  and 
view  information  about  the  1995 
Honda  lineup,  /prodig Y->jump 
honda 

Mazda  Request  free  brochures  or 
browse  information  on  the  full  line  of 
Mazda  cars,  and  locate  the  Mazda 
dealer  nearest  you.  /prodig  Y-^jump 
mazda 

Pontiac  Showroom  Learn  about 
Pontiac's  "philosophy"  of  driving 
excitement  by  looking  at  the  show- 


Collecting  '50s  Chevies?  Need  a  new  headlight 
i  for  your  1984  Honda?  Webfoot's  links  to  dozens 
of  sites  for  used-car  sales  and  used  car  parts. 


Chrysler  Information  and  brochures 
are  available  for  new  Chrysler  prod- 
ucts including  the  Cirrus,  Concorde, 
Lebaron  Convertible,  New  Yorker, 
Town  &  Country,  and  both  the  Ply- 
mouth Neon  and  Voyager. 
/prodigy  ->jump  chrysler 

Fopd  Once  you've  taken  a  new  car 
for  a  test  drive  with  the  Ford  Simula- 
tor 5.0  read  about  the  credit  program 
that  best  fits  your  needs  and  find  the 
dealer  neatest  you  with  the  local- 
dealer  locator.  If  you've  been  using 
your  Ford  Citibank  credit  card,  you 
can  save  up  to  $3,500  on  your  new 
Ford.  Not  only  is  there  information, 
prices,  and  brochures  on  all  1995 
models  of  Ford,  Lincoln,  and  Mer- 
cury cars  and  trucks,  but  Ford  also 
sells  videos,  software,  and  logo  cloth- 
ing and  accessories.  / prodig y-» jump 
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room  of  the  most  recent  models,  or 
by  ordering  a  free  brochure.  If  you 
have  a  General  Motors  Mastercard, 
you  may  already  be  earning  up  to 
$500-$  1,000  a  year  toward  a  new 
car.  Further  help  financing  your  new 
car  can  be  found  by  looking  at  what 
are  being  referred  to  as  the 
Smartlease  and  Smartbuy  plans. 

/COMPUSERVE-»gO  pon  /PRODIGY-»jUmp 

pontiac 

Saturn  Order  free  brochures  on  the 
latest  Saturn  models.  In  addition,  the 
forum  includes  a  bulletin  board  where 
Saturn  owners  chat  about  their  cars. 
/PRODiGY-^jump  satum 

Toyota  Information  and  I-love-what- 
you-do-for-me  brochures  about  Toy- 
ota's most  recent  models. 
/prodigy  -»jump  toyota 


MAGAZINES 


Car  and  Driver  The  popular  automa- 
tive  magazine  has  gone  online,  with 
road  tests,  message  forums,  libraries,  a 
store,  an  information  center,  and  a 
Car  and  Driver  chat  area.  The  most 
recent  issue  of  Car  and  Driver  is  also 
available.  /America  on  line -♦key- 
word car  and  driver 

Road  and  Track  Oriented  primarily 
toward  luxury  and  sports  cars,  Road 
and  Track  includes  industry  news  and 
information  on  new  products.  The 
table  of  contents  of  the  most  current 
issue  of  Road  and  Track  magazine  is 
available,  as  are  articles  about  how  to 
get  a  bargain  on  a  new  car,  road  tests, 
and  updates  on  new  technology.  The 
library  contains  photos  and  back 
issues  of  Road  and  Track.  /America 
online  ->keyword  road 


MARKETPLACE 

BA.MARKET. vehicles  (ng)  John  wants  a  I 
Porsche  91 1  SC  78-83;  Bejan  is  selling  ; 
a  1988  Jeep  Cherokee  Limited;  andl 
Mark's  looking  for  a  good  mechanic 
to  fix  his  Saab.  What  do  they  have  in 
common?  They  live  in  the  Bay  Area. 

/USENET 


/INT! 

pnet 

IE 

k 

UT.AL 
niSENl 

H.T.CAI 


Qasic 


lines: 


n].market.autos  (ng)  Cars  for  sale  in  | 
New  Jersey,  /usenet 


Palo  Alto  Weekly  Classifieds/ Auto 
Cars,  trucks,  motorcycles,  RVs,  and: 
classic  vehicles  are  offered  for  sale  in 
the  Palo  Alto  area,  /internet -*www\ 
http://ake  bono.stanford.edu/yahoo/ 
Busi  ness/Corporations/ Automobiles/ 
Classifieds/Palo_Alto_Weekly_Classi- 
fieds/ 

RECAUTOS.MARKETPLACE  (ng)  A  Bentley 
in  New  York  City,  a  Toyota  in  Penn- 
sylvania, and  a  Honda  in  Connecticut 
are  typical  offerings  in  this  high-vol- 
ume  auto   classifieds   newsgroup. 

/USENET 


Gas 


Used  Cars  for  Sale  Picture-perfect 
ads  of  used  cars  in  the  Seattle  area. 
Currently  lists  only  Fords  and  Volvos. 
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/INTERNET-»WWTV         http://\VWW. 

seanet.com/Bazar/  Cars/Used/Used_ 
Cars,  html 

ELECTRONIC 
PARKING   LOT 

ALT.AUTOS.ANTIQUE  (ng)  /USENET 

ALT.AUTOS.CAMARO.  FIREBIRD  (ng) 

/USENET 

ALT.CARS.FORD-PROBE  (ng)  /U  S  E  N  E  T 

BMW  (ml)  /iNTERNET-»e-mail  bmw- 
request@balltown.cma.com — Write  a 
request 

Classic  Mustangs  (ml)  /internet-* 

e-mail  classic-mustangs-request® 
mustang.fc.hp.com — Write  a  request 

Honda-L  (ml)  /lNTERNET-»e-mtfiI 
hstserv@brownvm.brown.edu — Type 
in  message  body:  subscribe  honda-1 
<your  full  name> 


italian-cars-request@ball 
town.cma.com — Write  a  request 

Land  Rover  Owner  (ml)  /internet 
-*e-mail  majordomo®  chunnel.uk. 
stratus.com — Type  in  message  body: 
subscribe  lro-digest  <your  full  name> 

Miata  (ml)  /iNTERNET-*e-mfli7  hstserv® 
jhunix.hcf.jhu.edu — Write  a  request 

Mustangs  (ml)  /i  n  t  e  r  n  e  t  -^e-mail 
mustangs-re  quest@cup.hp.com — 
Write  a  request 

Porsches  (ml)  /intern n ^e-mail 
porschephiles-request@tta.com — 
Write  a  request 

Quattro  (Audi)  (ml)  /internet-*  e- 
mail  quattro-owner@swiss.  ans.net— 
Write  a  request 

RX7Club  (ml)  /iNTERNET-»e-mfliJ 
rx7club-admin@cbjjn.cb.att.com — 
Write  a  request 


Italian  Cars  (ml)  /intern n->e-mail      The  Saab  Network  (ml)  /inter 


net  -*  e-mail     saab@network.mhs. 
compuserve.com — Write  a  request 
Saturn  (ml)  /intern a-* e-mail  sat- 
urn-request@oar.net — Write  a  request 

Supras  (ml)  /lNTERNET-»e-mflii 
supras-request@vicor.com — Write  a 
request  Archives:  /iNTERNET-»/tp 
viscorp.com->anonymous-*<your  e- 
mail  address>->/pub/supras 

Toyota  (ml)  /i nternet-^ -mail  toy- 
ota-request@quack.  kfu.com — Write  a 
request 

Toyota  Corolla  (ml)  /internet-* 

e-mail  corolla-request  @mcs.  net — 
Write  a  request 

Volvo-Net  (ml)  /iNTERNET-»e-mtfii 
swedishbricks-request@me. 
rochester.edu — Write  a  request 

Net  Money  was  co-published  by 
Michael  Wolff  &)  Co.  and  Random 
House  Electronic  Pubhshing.  Michael 
Wolff  can  be  reached  on  the  Internet 
at  mwolff@ypn.com. 
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YOUR  CHOICE 

SECURITY  GUARD  017  CYBERGUARD ™ 

Equipped  for  low 
light  operation 
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Environmental 

monitoring 

system 
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detector 
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video 

recording 


Continuous 

status 

reporting 

Data 
logging 


Energy  for 
12  hour  patrol 


$11.50/Hr. 

(Not  Including 
Equipment) 


$11.50/Hr. 

first  18  Mo. 

$1.60 /Hr. 

thereafter 

(Including  Equipment, 

Maintenance  & 

Installation) 


For  more  information  contact  us  at  1  800  ROBOT  4U  Ext  123     \yj  Salem,  Virginia 


Cyber-surfers  jostle  for  the  Third  Wave.  Some  catch  a  curl,  some  wipe  out.  For 
investors,  the  end  result  doesn't  matter  as  much  as  knowing  how  and  when  to  go 
along  for  the  ride.  A  top  venture  capitalist  scouts  the  break.    BY  ROGER  MCNAMEE 

UN  VESTING 


FROM  THE  POINT  OF  VIEW  OF  THE  TYPICAL 
investor,  the  major  technology  wave  that  has  come  to  be 
known  as  the  information  superhighway  has  sown  more 
confusion  than  anything  else.  This  is  hardly  surprising. 
We  are  in  the  early  years  of  a  generation-long  technology 
transformation.  In  many  ways,  this  transformation 
appears  similar  to  the  one  a  century  ago  that  produced  the 
telephone,  phonograph  and  other  marvels.  As  then,  people 
are  developing  technology  without  really  knowing  how  it 
will  be  used. 

Fortunately,  we  don't  need  to  know  the  outcome  in 
order  to  profit  from  the  process  of  creating  an  information 
superhighway.  For  the  public-market  investor,  the  trick 
will  be  to  resist  temptation  to  fantasize  about  what  might 
be  and  focus  on  what  is.  To  this  end,  I  will  share  one  of 
the  frameworks  we  use  at  Integral  Capital  Partners  to  ana- 
lyze investment  opportunities. 

Acknowledging  that  I  am  grossly  oversimplifying 
everything,  I  posit  that  most  new  technology-based  mar- 
kets develop  in  three  basic  phases. 

The  first  phase  is  infrastructure.  By  that,  I  mean  the 
physical  plant  of  the  new  technology.  For  the  PC  industry 
it  was  motherboards,  chip  sets,  disk  drives.  For  the  infor- 
mation highway,  it  will  be  the  network  of  switches,  fiber 
and  coaxial  cable  that  connects  the  country. 

The  second  phase  is  enabling  technology.  Enabling 
technology  consists  of  protocols,  operating  systems,  ser- 
vices and  the  like.  It  is  the  glue  that  allows  you  to  do 
something  meaningful  with  all  the  infrastructure  you 
have  built.  The  x86  microcode,  MS-DOS,  PostScript  and 
Netware  are  examples.  SkyTel  (in  paging)  and  Cellu- 
larOne  (in  cellular  phones)  are  services  that  qualify. 

The  third  phase  is  content,  a  term  that  also  includes 
applications  and  programming.  This  covers  everything 
from  Microsoft  Excel  to  the  New  York  Times  to  the 
music  of  the  Grateful  Dead. 

This  framework  underlines  several  important  facts  of 
life  of  technology  markets.  First,  in  technology  markets, 
the  phases  tend  to  follow  each  other  sequentially.  In  any 
generation  of  technology,  you  are  generally  better  off  wait- 
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ing  until  infrastructure  and  enabling  technology  have  been 
deployed  before  investing  in  content.  Second,  markets  are 
not  created  equal.  Some  businesses  are  inherently  better 
than  others.  In  a  normal — that  is  to  say,  competitive — 
technology  market,  the  value  accrues  unevenly  across  the 
three  phases.  As  long  as  the  government  does  not  choose 
to  extend  monopoly  privileges,  most  of  the  value  winds 
up  in  the  content  business.  It  is  very  hard  for  the  owners 
of  infrastructure  to  capture  more  than  a  modest  percent- 
age of  the  value  in  a  technology-based  industry. 

The  PC  industry  serves  as  an  example  of  how  value 
accrues  in  each  stage.  The  most  valuable  franchises  in  the 
PC  industry  turned  out  to  be  the  enabling  technology — 
Microsoft's  operating  systems  in  particular.  It  is  worth 
noting,  however,  that  the  bulk  of  Microsoft's  huge  market 
value  came  only  after  1990,  when  the  company  became  a 
major  force  in  the  applications  business. 

As  much  as  we  would  like  to  invest  in  applications  and 
content  all  the  time,  it  may  not  always  be  practical.  There 
are  phases  in  the  cycle  when  infrastructure  investing  is 
the  only  thing  available.  Fortunately,  there  are  times 
when  infrastructure  investing  can  be  quite  profitable.  You 
just  need  to  know  when  to  sell  and  move  on. 

Let  me  now  apply  this  framework  to  the  information 
superhighway,  where  dreams  are  often  capitalized  like  real 
assets.  The  infrastructure  of  the  information  superhigh- 
way will  be  a  communications  network,  which  is  likely 
to  be  a  fabric  of  satellites,  switches  and  fiber-optic  and 
coaxial  cable.  The  makeup  and  mix  of  infrastructure  tech- 
nologies will  depend  on  who  deploys  them. 

The  enabling  technology  of  the  information  superhigh- 
way is  harder  to  predict  at  this  point,  but  it  will  certainly 
include  things  such  as  a  billing  system  and  an  operating 
system  to  manage  programming  from  home.  As  for  appli- 
cations, that  is  anyone's  guess.  Before  you  accept  any  par- 
ticular vision  of  the  applications  of  the  future,  remember 
that  Thomas  Edison  thought  the  telephone  might  be  best 
suited  to  the  transmission  of  music. 

Point  is,  these  are  the  early  days  of  information  super- 
highway investing.  There  are  more  opportunities  to  lose 


money  than  any  of  us  would  like,  particularly  if  you 
invest  in  the  public  market.  As  noted  above,  I  believe  that 
infrastructure  is  the  only  category  of  information  super- 
highway technology  in  which  it  is  possible  to  invest. 
Stock  purchases  in  any 
other  part  of  the  super- 
highway food  chain 
should  be  viewed  as  spec- 
ulation. Do  your  best  to 
resist  the  seemingly  end- 
less procession  of  compa- 
nies claiming  to  have  the 
key  piece  of  enabling 
technology  or  the  defini- 
tive interactive  applica- 
tion. No  matter  how 
impressive  the  concept, 
these  companies  are 
unlikely  to  deliver  on  their  promises.  The 
same  is  true  of  all  the  big  telecom,  computer 
and  Hollywood  companies  trying  to  position 
themselves  as  players  in  the  new  world.  One 
day  they  may  play  a  role,  but  for  the  next  five 
years  it  would  take  an  electron  microscope  to 
find  a  trace  of  superhighway  revenue  in  their 
income  statements.  At  this  stage  of  the  cycle, 
small  companies — small  infrastructure  compa- 
nies— are  where  the  action  is. 

My  words  of  caution  shouldn't  be  confused 
with  lack  of  excitement  about  the  future  of  the 
telecommunications  industry  in  America.  I  am 
extraordinarily  bullish.  But  I  am  also  supreme- 
ly interested  in  generating  the  highest  possible 
returns  for  my  investors.  Not  only  do  I  have  to 
be  right  about  the  investment  idea,  I  have  to  be 
right  about  the  timing.  This  causes  me  to 
apply  skepticism  in  direct  proportion  to  the 
intensity  of  any  sales  pitch. 

The  skeptic's  first  step  is  to  analyze  the 
conventional  wisdom  about  the  information 
superhighway  and  figure  out  how  much  makes 
sense.  Many  of  the  players  are  so  busy  making 
speeches  and  issuing  press  releases  that  they 
have  stopped  thinking  about  the  basic  issues. 
For  example,  there  is  an  unspoken  assumption 
in  government  circles  that  we  can  move  local 
loop  communications  to  a  fiercely  competitive 
business  model  and  build  an  information 
superhighway  at  the  same  time.  The  local  tele- 
phone and  cable  companies  would  be  forced — 
as  an  act  of  self-preservation — to  build  our 
information  highway  as  their  current  business 
models  melt  down. 

From  an  investor's  perspective,  this  scenario 
would  be  terrific.  Nothing  would  please  me 
more  than  to  see  competition  develop  in  the 
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Some  Key  Players 

Infrastructure 

Wireless: 

Glenayre 

Cirrus  Logic 

Motorola 

DSC  Communications 

Ericsson 

Nokia 

Broadband: 

Ortel 

Fore  Systems 

Netscape 

America  Online 

Chromatic 

TCI 

Enabling  Technology 

Wireless: 

MTEL 

AT&T 

Paging  Network 

Motorola 

Broadband: 

Rambus 

Microsoft 

Oracle 

Sybase 

Cisco 

CyberCash 

Fore  Systems 

Netscape 

America  Online 

Chromatic 

Applications 

Wireless: 

Too  early  to  tell 

Broadband: 

Intuit 

Microsoft 

Sega 

Electronic  Arts 

Adobe 

Charles  Schwab 

TCI 


local  telephone  and  cable-television  industries.  I  would 
love  the  information  superhighway  to  develop  along  the 
lines  of  the  PC  industry:  a  competitive  free-for-all  where 
all  the  value  winds  up  in  enabling  technology  and  con- 
tent. But  will  it  happen? 
For  the  conventional  wis- 
dom to  be  right,  the  first 
fatality  on  the  informa- 
tion highway  has  to  be 
the  local  loop  monopolies 
in  telephone,  cable-TV 
and  cellular  service.  The 
trend  is  toward  more 
competition  in  the  local 
loop,  but  it  isn't  clear  the 
competition  will  produce 
the  outcome  politicians 
are  hoping  for. 
I  think  we  have  to  face  up  to  two  kinds  of 
risk  in  the  popular  view  of  the  information 
superhighway.  The  first,  that  competition 
might  cause  the  telcos  and  cable  companies  to 
run  out  of  cash  before  they  finish  building  our 
superhighway.  The  second,  that  they  might" 
figure  out  the  economics  of  owning  highway 
infrastructure  don't  justify  the  investment. 

There  seems  to  be  an  implicit  assumption 
that  the  regional  Bell  operating  companies  and 
cable  companies  are  a  bunch  of  knuckle-drag- 
ging dimwits  who  will  build  the  superhigh-! 
way  no  matter  what.  I  am  not  convinced' 
Why  would  they  spend  tens  of  billions  of  doll 
lars  to  create  a  platform  on  which  the  rest  o: 
us  will  make  lots  of  money? 

There  is  an  increasing  body  of  evidence 
that  the  local  loop  carriers — the  regional  Bel 
operating  companies  in  particular — have  a  bet' 
ter  grip  on  the  situation  than  they  are  gettinj 
credit  for.  Just  before  the  election  last  year 
the  local  telephone  industry  was  successful  ii 
burying  a  telecommunications  reform  bill 
which,  among  other  things,  would  have  pu 
them  at  a  disadvantage  in  a  competitive  envi 
ronment.  The  cable  industry,  which  only 
year  ago  seemed  hellbent  on  expanding  to  50 
channels  of  programming,  stopped  cold  afte 
the  Federal  Communications  Commissio: 
imposed  two  rate  rollbacks.  The  action  by  th 
cable  industry  left  the  promoters  of  125  ne^ 
cable  networks  stranded  without  distributioi 
a  perfect  example  of  why  it  is  dangerous  t 
invest  in  programming  before  the  require 
infrastructure  has  been  deployed. 

If  owning  the  infrastructure  is  not  a 
attractive  business,  no  one  will  want  to  ow  j 
it.  It  might  take  some  kind  of  govemmer 
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Dal  intervention — a  monopoly,  duopoly 
i(  or  price  supports — to  get  the  infra- 
hen  structure  built.  Such  an  approach 
m  would  hardly  be  new  in  the  telecom 
jKr.  business.  At  some  very  fundamental 
v<\  level,  monopoly  has  been  the  domi- 
tin  nant  operating  characteristic  of  the 
ini  telecom  industry  worldwide  over  the 
oix  past  50  years.  Governments  have  his- 
olia  torically  traded  a  monopoly  or  duop- 
'.■Ti  oly  hcense  for  a  commitment  to  build 
Th  out  and  manage  a  very  expensive, 
non  infrastructure-intensive  communica- 
loca  tions  network.  Competition  has  gen- 
r the  erally  been  sacrificed  to  ensure  (and 
«ba  accelerate)  universal  service. 

When  the  government  gives  out  a 
monopoly  or  duopoly,  the  value  equa- 
tion is  very  different  from  a  competi- 
tive market.  With  the  threat  of  com- 
petition gone,  the  value  accrues  in  the 
early  phases  of  the  market — infra- 
structure and  enabling  technology.  If 
you  own  the  network,  you  get  the 
value.  And  the  odds  are  that  the  over- 
all market  will  be  much  smaller  than 
it  would  have  been  under  a  competi- 
tive scenario. 

Now  think  about  what  is  happen- 
ing to  telcos  and  cable  companies  today.  As  you  infuse 
competition  mto  the  local  telephone,  cable-TV  and  cellu- 
ij  lar  businesses,  the  value  model  of  the  industry  collapses. 
J  And  when  it  does,  the  effect  will  be  exactly  the  same  as 
stepping  on  a- large  cow  pie  in  your  hiking  boots. 

Telecom  businesses  are  characterized  by  high  fixed 
costs.  There  is  no  such  thing  as  limited  competition. 

I  believe  the  next  few  years  will  be  very  painful  for 
established  companies  in  the  local  loop.  The  level  of  com- 
petition is  definitely  rising  in  local  loop  telecommunica- 
tions. The  cable  industry  seems  to  be  caught  in  the  worst 
of  both  worlds:  incipient  competition  and  more  govern - 
ve  jc  ment  regulation  of  rates. 

The  problem  is  that  the  people  running  telcos  and 
cable  companies  don't  have  the  first  idea  about  how  to 
3   deal  with  competition.  Success  in  cable  and  local  tele- 
jjjjtt  phone  services  has  been  a  function  of  the  ability  to  con- 
trol frequency  spectrum — or  the  equivalent — raise  capital 
and  deal  with  the  regulatory  process.  Customers  are  just  a 
i;  -t-  necessary  inconvenience. 

Silicon  Valley  and  Hollywood  have  interactive  content 

on  the  brain.  They  all  want  a  piece  of  the  information 

g  highway.  They'd  like  the  operating  system,  but  they'd  be 

willing  to  settle  for  a  couple  of  hours  of  prime  time  in 

every  household  in  America.  But  most  of  all,  they  want 

,  no  part  of  the  infrastructure.  High  investment,  no  return. 

We  had  better  hope  the  telcos  and  cable  guys  don't 
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3  times  as  much 
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.but  why?  Add  this  full-duplex 
speaker  to  your  telephone  to 
let  both  parties  speak,  without 
cutting  each  other  off.  Digital 
Signal  Processing  (found 
in  products  at  three  times 
the  price)  cuts  annoying 
"echo"  common  to  other 
amplifiers.  To  order,  or 
for  the  location  of  a  store 
near  you,  call: 


l-800-THE-SHACKSM 

Radio  /hack 

You've  got  questions.   We've  got  answers.5 


Pnces  apply  at  participalmg  Radio  Shack  stores  and  dealers  Items  not.  available  al 
tised  price  A  participating  store  will  otter  a  comparable  value  it  the  product  is  sold  c 
in  this  ad  or  stocV  or  special-order  every  item  advertised  Copies  ot  applicable  warr; 
Customer  Relations,  1400  One  Tandy  Center.  Fori  Worth,  TX  76102 


participating  store  can  be  special-ordered  [subject  to  availability)  al  ine  adver- 
it.  Independent  Radio  Shack  dealers  and  franchisees  may  not  be  participating 
Hies  are  available  upon  request  at  stores  lor  inspection  before  sale  or  by  writing: 


p 


Ul 

ininfl 


,t    Forbes  ASAP 


come  around  to  this  point  of  view.  Otherwise,  things  are 
going  to  get  pretty  dull  in  content  land.  The  simple  fact  is, 
you  can't  create  a  content  business  without  infrastructure 
and  enabling  technology  to  budd  it  on. 

Which  means  that  all  the  wonderful  stuff  that  Silicon 
Valley  and  Hollywood  are  working  on  wdl  have  to  make 
do  with  the  infrastructure  we  have  now:  Rock  stars  will 
make  CD-ROMs  with  audio  that  sounds  like  an  old  78. 
Channel-surfing  will  remain  the  state  of  the  art  in  inter- 
active television.  And  grainy  httle  video  windows  will  be 
with  us  long  enough  to  cause  blindness  in  laboratory  rats. 

Even  scarier  is  the  possibility  that  the  superhighway 
deployment  slows  down  so  much  that  everyone  starts  to 
think  about  tinkering  with  the  competition-based  busi- 
ness model.  In  a  worst-case  scenario,  we  might  even  be 
tempted  to  grant  a  monopoly  or  duopoly  to  get  things 
moving  again.  That  might  put  a  real  crimp  in  Wall  Street's 
dreams  about  the  value  of  interactive  content. 

Funny  thing  is,  few  of  the  participants  seem  to  be  con- 
cerned. But  we,  as  investors  in  this  great  technology 
future,  can  afford  to  exercise  a  little  caution.  I  believe  the 
transition  from  today's  data  dirt  road  to  the  future  infor- 
mation superhighway  is  as  inevitable  as  hyperbole  in  the 
White  House.  The  only  question  is  how  long  it  will  take. 

Roger  McNamee  is  a  partner  at  Integral  Capital  Part- 
ners, a  technology-oriented  investment  partnership  found- 
ed by  McNamee  and  John  Powell  in  1991.  ® 
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The  Internet  isn't  a  business  and  was  never 
intended  to  be  one.  Rather,  it's  an  academic 
experiment  from  the  1960s  to  which  we  are  try- 
ing, so  far  without  much  success,  to  apply  a 
business  model.  Today's  Internet  evolved  from 
the  ARPAnet,  the  first  nationwide  computer 
communications  network,  funded  in  the  late  1960s  by  the 
Defense  Department's  Advanced  Research  Projects 
Agency.  Founder  Bob  Taylor  declared  that  there  would  be 
no  charge  on  the  ARPAnet  for  bandwidth — the  amount  of 
network  resources  required  to  send  data  over  the  Inter- 
net— or  for  anything  else.  This  was  absolutely  the  correct 
approach  for  the  sake  of  computer  research.  But  it  poses  a 
problem  today  in  the  effort  to  turn  the  Internet  into  a 
business. 

Bandwidth  Constraints.  "There  is  no  incentive  on  the 
Internet  to  conserve  bandwidth,"  says  Geoff  Goodfellow, 
founder  of  RadioMail.  "Since  the  cost  per  megabit  drops 
dramatically  when  you  upgrade  from  a  56K  leased  line 
[56,000  bits  per  second]  to  a  Tl  [1.544  million  bits  per  sec- 
ond] to  a  T3  [45  million  bits  per  second],  some  organiza- 
tions debberately  add  services  they  don't  really  need  sim- 
ply to  ratchet  up  and  justify  getting  a  bigger  pipe." 

The  newest  justification  for  that  big  Internet  pipe  is 
Mbone,  the  Multicast  Backbone  protocol  that  makes  it  pos- 
sible to  send  digital  video  and  CD-quality  audio  signals 
over  the  Internet. 

Some  people  think  Mbone  is  the  very  future  of  the 
Internet,  claiming  that  this  new  technology  can  turn  the 


Internet  into  a  competitor  for  tele- 
phone and  cable-TV  services.  This 
may  be  true  five  or  10  years  from 
now.  For  most  Internet  users  today, 
Mbone  is  such  a  bandwidth  hog  that 
it's  more  nightmare  than  dream. 
That's  because  the  Internet  and  its 
fundamental  protocol,  TCP/IP,  oper- 
ate like  a  telephone  party  line,  and 
Mbone  doesn't  practice  good  phone 
etiquette.  Even  the  Internet  back- 
bone T3  lines,  which  carry  the  data 
traffic  for  millions  of  computers,  can 
handle  just  over  100  simultaneous 
real-time  Mbone  video  sessions — 
hardly  a  replacement  for  the  phone 
company. 

These  bandwidth  concerns  will 
go  away  as  the  Internet  grows  and 
evolves,  but  in  the  short  term,  they're  going  to  be 
a  problem.  The  final  solution  may  involve  the  death  of 
TCP/IP  itself. 

"The  'I-way'  will  ultimately  be  multimedia,  carrying  a, 
lot  of  video — broadcast,  on-demand  and  teleconferencing," 
predicts  Bob  Metcalfe,  who  invented  Ethernet  at  Xerox 
PARC  in  the  early  1970s  and  today  has  the  role  of  cyben 
space  pundit.  "TCP/IP  was  developed  originally  for  wide 
area  networks  running  at  50  kilobits  per  second,  then  was 
extended  for  faster  local  area  networks.  It  was  not  devel-i 
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oped  to  carry  multimedia.  People  say  that  the  Internet  is 
carrying  multimedia  today,  but  dogs  can  walk  on  their 
hind  legs." 

Eavesdropping.  The  Internet  is  like  a  telephone  party 
line  in  another  important  way:  Anyone  can  listen  in. 
Though  ARPAnet  was  developed  originally  to  carry  data 
between  defense  contractors,  there  was  never  any  provision 
made  for  data  security. 

Who  can  read  that  e-mail  containing  your  company's 
deepest  secrets?  Lots  of  people  can.  Every  Internet  message 
or  file  that  passes  through  an  interim  router  is  readable  and 
recordable  at  that  router.  It's  very  easy  to  write  a  program 
called  a  "sniffer,"  which  records  data  from  or  to  specific 
addresses  or  simply  records  user  addresses  and  passwords 
as  they  go  through  the  system.  The  writer  of  the  sniffer 


FAILINGS 
-4  Protocols  and  applications 
I  that  are  bandwidth  hogs 
(e.g.,  Mbone  and  Mosaic)  and 
client-server  applications 
designed  for  local  area  net- 
works that  don't  work  cor- 
rectly across  the  country. 
2  Security:  There  isn't  any. 
This  is  a  particular  prob- 
lem for  electronic  commerce- 
the  transfer  of  money  over  the 
Internet. 

3  Finding  knowledge  in  all 
that  data.  With  20  million 
networked  computers,  the 
Internet  gives  us  access  to  all 
the  data  in  the  world,  but  no 
tools  for  finding  anything. 


EVENTUAL    SOLUTIONS 

1  Bandwidth  explosion  com- 
ing in  two-three  years  with 
the  advent  of  faster  ATM  net- 
works and  IP  NG-the  next- 
generation  Internet  protocol. 
2  Data  encryption.  Either  the 
U.S.  government  will  relax 
its  export  controls  on  data 
encryption  technology  or  for- 
eign technology  will  fill  the 
gap.  Either  way,  robust  com- 
mercial products  are  one-two 
years  away. 

3  Intelligent  filtering  from 
real-time  data  feeds  and 
Web  crawlers  roaming  the 
Internet  are  one-two  years 
away. 
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POTHOLES 

The  Internet  grew  out  of  ARPAnet,  an  intimate  party  line  for 
scientists.  With  massive  new  use,  the  strain  is  showing:  bandwidth 
limits,  faulty  security  and  a  dearth  of  tools  for  searches  are  some 
current  vexing  problems.  BY  ROBERT  X.  CRINGELY 
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doesn't  have  to  be  anywhere  near  the  router,  either. 

The  way  to  keep  people  from  reading  your  Internet  mail 
is  to  encrypt  it,  just  as  a  spy  would.  This  means,  of  course, 
that  you  must  also  find  a  way  for  those  who  receive  your 
messages  to  decode  them.  The  way  to  keep  those  wily 
hackers  from  invading  Internet  domain  servers  is  to  build 
so-called  fire  walls — programs  that  filter  incoming  packets, 
trying  to  reject  those  that  seem  to  have  evil  intent.  Either 
technique  can  be  very  effective,  but  neither  is  built  in  to 
the  Internet.  We're  on  our  own. 

Timing  Problems.  Alas,  the  Internet  isn't  very  good  at 
carrying  the  very  programs  we  use  to  run  our  businesses, 
either.  "We  have  to  worry  about  bandwidth,"  says  Judy 
Estnn,  former  CEO  of  Network  Computing  Devices  Inc. 
"People  have  gotten  spoiled  by  the  Ethernet  bandwidth  [10 
megabits  per  second]  available  on  local  area  networks 
inside  their  offices.  But  client-server  applications  don't 
move  well  from  LANs  to  WANs.  Client-server  program- 
mers don't  know  how  fast  the  link  will  be  when  it's 
designed.  Delays  happen  across  wide  area  networks,  and  in 
the  case  of  the  Internet,  those  delays  are  especially  unpre- 
dictable. The  result  is  that  applications  which  work  fine  in 
the  office  may  not  work  at  all  across  the  enterprise." 

Navigating  an  Ocean.  Then  there  is  the  very  vastness  of 
the  Internet.  The  amount  of  available  information  on  the 
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20  million  computers  out  there  is  both  a  strength  and  a 
weakness.  There  is  no  standardized  method  for  finding 
anything,  no  easy  way  of  turning  data  into  knowledge. 
Right  now  what  we  have  is  a  library  without  a  Dewey  dec- 
imal system. 

"It's  not  just  information  retrieval  that's  a  problem,  but 
information  browsing,"  says  Joe  Kraus,  the  20-something 
president  of  Architext  Software,  a  Cupertino,  Calif.,  maker 
of  advanced  tools  for  searching  text  databases.  "People 
don't  know  what's  out  there.  They  also  don't  know  what 
they  are  looking  for.  They  need  information  navigation." 

The  Internet  is  enormous,  clunky,  and  insecure.  In 
another  two  or  three  years,  the  bandwidth  limitations 
will  probably  disappear  as  new  technologies  arrive,  giving 
us  even  more  sophisticated  ways  to  cram  bits  and  bytes 
down  our  telephone  wires.  Fueled  by  a  quest  for  Internet 
banking  and  credit  card  purchasing,  we'll  eventually 
apply  to  the  Internet  a  uniform  system  of  data  encryption. 
Extra  bandwidth  will  make  our  business  applications  run 
nearly  as  fast  on  WANs  as  they  do  on  LANs.  Search  tools 
like  Architext's  software  will  gather  our  information  for 
us  and  turn  the  Internet  from  a  virtual  community  to  a 
literal  information  resource.  But  that  will  be  then,  and 
this  is  now.  Today  the  Internet  is  still  far  from  ready  for 
prime  time.  ® 
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e  once-pristine  Internet  is  commercialized  with  a 
vengeance,  a  new  breed  of  entrepreneur  is  looking  for 
action.  Here,  three  companies 





with  stakes  in  the  Net  biz 


game-why  they  got  into  it,  and  how. 
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David  and  Goliath 

For  Claudia  Bach,  who  owns  a  business  that  sells  copies  of 
product  specs  to  manufacturing  companies,  getting  on  the 
Net  was  a  cheap  way  to  reach  customers  worldwide. 

Her  company,  Document  Center,  of  Belmont,  Calif., 
warehouses  and  sells  copies  of  standards  for  building  every- 
thing from  microcircuits  to  hockey  sticks.  Bach  bought  the 
business,  which  the  previous  owner  was  running  out  of  a 
garage,  for  $5,000  a  year  for  the  life  of  the  company.  In  its 
first  month,  January  1985,  it  had  revenues  of  $475.  Last 
year,  it  turned  in  $100,000  a  month. 

But  while  Bach  was  doing  nicely,  her  competition  was 
moving  rapidly  into  electronic  outlets.  Information  Han- 
dling Services  in  Denver,  whose  $15  million  Global  Engi- 
neering Documents  Division  is  a  giant  competitor  of  Docu- 
ment Center,  began  selling  product  specs  on  an  array  of 
electronic  media,  including  CD-ROM  and  satellite  broad- 
cast. Bach,  who  employs  11  people,  just  didn't  have  the 
bucks  to  invest  in  electronic  delivery  of  the  half-million 

documents  she  stocks.  On 
the  other  hand,  her  prices  for 
paper  copies  of  some  product 
specs  (ranging  from  $5  to 
$300)  were  often  lower  than 
Global  Engineering's.  If  more 
companies  knew  about  the 
lower  prices,  she  could  still 
keep  her  market  niche. 

So  in  1993,  when  Bach 
met  Marc  Fleischmann  of 
Internet  Distribution  Ser- 
vices, which  helps  compa- 
nies market  products  on  the 
Internet,  she  was  looking  for 
"innovative  ways  to  skirt 
the  monster  and  sneak 
attack."  While  she  couldn't 
start  delivering  documents 
electronically,  she  could  at 
least  stake  out  an  Internet 
presence  to  make  her  company  better-known.  And  the  cor- 
porate librarians  and  technical  standards  staff  who  ordered 
her  documents  were  likely  to  know  how  to  use  the  Net. 

Fleischmann  runs  IDS  at  low  cost  out  of  his  Palo  Alto 
basement.  His  full-time  staff  consists  of  himself,  his  hard- 
ware of  three  Sun  workstations.  For  $2,500,  he  designed  a 
Doormen,  enter  site  on  the  World  Wide  Web,  including 
an  interact  database  of  the  history  of  each  product  stan- 
dard. He  trained  Bach  in  its  use  for  $2,500  more  and 
charges  her  $750  a  month  for  maintaining  the  site  on  a 
workstation.  Bad.,  who  delivers  updates  to  the  database  to 
him  on  magnetic  tapes,  says:  "I  would  have  had  to  be 
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Claudia  Bach,  owner  of  the 
Document  Center,  says  she 
would  have  had  to  be 
"brain-dead"  not  to  put  her 
company  on  the  World  Wide 
Web. 


brain-dead  not  to  do  it." 

Since  she  set  up  the  Web  site  (http://www.doccenter. 
com/doccenter/),  Document  Center  has  been  fielding 
queries  and  orders  from  manufacturing  companies  all  over 
the  world,  including  Kuwait,  West  Africa  and  Latvia.  (You 
can  order  by  credit  card  via  e-mail,  phone  or  fax;  delivery  is 
by  UPS,  Federal  Express  or  fax.)  Business  is  up  10-15%  and 
Document  Center  has  nailed  royalty  agreements  with  two 
international  standards  groups.  Obviously,  Bach  still  can't 
compete  with  IHS  (which  has  since  set  up  its  own  Web 
site)  for  large  corporate  clients  that  can  afford  the  electron- 
ic product  specs.  But,  in  an  increasingly  global  manufactur- 
ing market,  her  on-line  presence  is  helping  to  attract  and 
keep  what  Bach  calls  the  "next  tier  of  customer  down" — 
midsize  and  small  manufacturers  worldwide  that  need  the 
product  standards  to  do  business  globally. 


"Trying  Them  All" 


Big  CUC  International  bought  tiny  NetMarket  last 
November  for  one  reason:  It  didn't  want  to  miss  any  pots 
of  gold  at  the  end  of  the  rainbow  of  infohighway-hype. 

CUC,  Stamford,  Conn.,  is  a  $1  billion  home  shopping, 
and  services  company  with  32  million  members.  For  an  I 
annual  fee  of  $49,  members  can  use  services  hke  travel  and  i 
insurance  and  shop  for  250,000  consumer  items  at  guaran- 
teed lowest  prices.  CUC  is  pushing  aggressively  into  new 
media.  NetMarket  (http://www.netmarket.com),  now  an 
independent  subsidiary,  is  developing  a  Web  version  of 
Shoppers  Advantage,  the  250,000-item  CUC  database. 
CUC,  carried  on  many  on-line  services,  is  trying  interac- 
tive TV,  developing  a  CD-ROM  and  planning  to  put  dining, 
travel  and  auto  services  on  the  Net. 

Says  CEO  Walter  A.  Forbes,  "We  have  no  idea  what  the 
winning  platform  for  shoppers  is  going  to  be  and  therefore 
we're  trying  them  all." 

NetMarket  conforms  to  a  high-tech  archetype:  a  few 
young  guys  (four,  in  this  case,  three  still  in  college)  start  a 
company,  write  great  code  and  market  it  with  flair.  Chief 
Executive  Daniel  Kohn  is  now  22,  two  of  the  other  founders 
are  23;  the  oldest  is  a  venerable  28.  Started  in  August  1993, 
NetMarket  last  July  launched  electronic  stores  on  the  Web 
for  two  companies,  Noteworthy  Music  and  1-800-THE- 
ROSE.  It  also  successfully  integrated  a  data-encryption  pro- 
gram called  Pretty  Good  Privacy  into  software  used  to 
browse  the  Net.  When  CUC  bought  NetMarket,  the  com- 
pany, financed  by  venture  capitalists  Walnut  Investors  of 
New  York,  was  showing  a  profit,  says  Kohn,  who  won't  dis- 
close the  figure. 

But  costs,  once  close  to  the  bone,  have  risen  as  NetMar- 
ket has  expanded:  It  has  moved  out  of  its  original  head- 
quarters in  a  rented  house  in  Nashua,  N.H.,  to  offices  in 
Cambridge,  Mass.,  and  beefed  up  staff  to  14.  Can  Kohn  and 
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company  deliver  the  goods  for  CUC?  Their  strategy  for 
selling  CDs — allowing  prospective  buyers  to  see  pictures  of 
the  CDs  and  listing  the  tracks — proved  a  winner.  But  con- 
vincing America  that  the  Internet  is  a  good  place  to  look 
for  TV  sets,  knives  and  lawn  mowers  is  a  different  ball 
game. 

"I  could  see  an  identical  thing  being  said  about  1-800 
(phone)  numbers,"  responds  Kohn.  "Some  years  ago,  who 
would  have  believed  that  people  would  ever  spend  $60  bil- 
lion in  direct  mail  orders — as  they  just  did  last  year?" 

Watch  this  alliance's  future  for  clues  on  navigating  the 
risky  intersection  of  the  Infobahn  and  Main  Street. 

Reading,  Writing.. .Kinetics 

Stop  by  the  Online  Bookstore  for  a  lesson  in  cyberchic. 
Founder  and  president  Laura  Fillmore  wants  to  redefine 
reading  so  that  "it's  not  the  private,  linear  experience  that 
it  was  in  the  age  of  print,"  but  rather  a  "distributed,  kinet- 
ic" experience  that  encompasses  links  to  texts  and  graphics 
worldwide. 

In  other  words,  OBS  uses  the  hypertext  technology  of 
the  Web,  which  allows  "links"  and  pointers  to  other  docu- 
ments to  be  embedded  in  a  document,  to  develop  on-line 
versions  of  books  and  electronic  teasers  for  books.  In  the 
process,  OBS  and  its  publishing  clients  are  helping  to  rede- 
fine the  notion  of  ownership  of  intellectual  content:  If  you 
visit  its  Web  site  (http://marketplace.com/obs/obshome 
.html),  which  OBS  leases  from  Cyberspace  Development, 
you  see  an  array  of  titles  from  various  pubhshers.  In  a  cou- 
ple of  cases,  such  as  Colin  Haynes's  Paperless  Publishing, 
pubhshed  by  McGraw-Hill,  you  can  read  the  whole  book 
on  line,  if  you  have  the  time  and  inclination. 

In  most  cases,  you  can  read  parts  of  it,  check  out  other 
texts,  maps,  news  feeds,  etc.,  that  it  points  you  to,  and 
order  the  book.  OBS,  based  in  Rockport,  Mass.,  believes  in 
"distributed"  pubhshing:  It  cooperated  with  Time  Warner, 
Sun  Microsystems  and  EUnet  to  release  an  electronic  ver- 
sion of  Nelson  Mandela's  autobiography,  Long  Walk  to 
Freedom,  simultaneously  on  servers  in  Germany,  South 
Africa  and  the  U.S. 

Fillmore's  roots  are  in  traditional  pubhshing:  She  started 
her  own  book-production  concern,  Editorial  Inc.,  in  1982, 


The  Online  Book- 
store takes  reading 
from  "private  and 
linear"  to  "distrib- 
uted and  kinetic. " 
Here,  a  Web  page 
of  Nelson  Mandela's 
autobiography. 
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building  it  up  to  $2.15  million  in  revenues  in  1991.  For 
years,  she  was  leery  of  new  media.  "Then  the  Internet  bug 
bit  and  I  changed  direction,"  says  Fillmore. 

What  happened?  In  1989,  Editorial  produced  for  Digital 
Press  a  book  by  Fillmore's  friend  John  Quarterman  called 
The  Matrix,  one  of  the  first  books  about  worldwide  net- 
working. Eager  to  show  Fillmore  the  potential  of  a  global 
network,  Quarterman  began  plucking  from  the  Net  first- 
person  accounts, 
posted  by  students 
in  China,  of  the 
slaughter  in  Tian- 
anmen Square,  Bei- 
jing, where  Chi- 
nese troops  cracked 
down  on  dissi- 
dents. Fillmore  was 
hypnotized:  "Here 
was  that  someone 
had  written  only 
hours  ago,  half  a 
world  away.  It 
spoke  to  me  far 
more  vividly  than 
Time  or  the  11 
p.m  o'clock  news." 

She  began  look- 
ing into  publish- 
ing electronic 
books.  In  1992, 
Editorial  produced  The  Internet  Companion:  A  Beginner's 
Guide  to  Global  Networking,  by  Tracy  LeQuey  and  sold 
the  paper  rights  to  Addison-Wesley  for  $12,000.  Fillmore, 
who  held  on  to  the  electronic  rights,  used  the  cash  from 
the  royalties  to  launch  her  new  business. 

The  number  of  "hits" — that  is,  the  number  of  times 
people  look  at  the  site — at  the  OBS  site  has  been  doubling 
every  month  since  July  to  100,000  in  November  before  lev- 
eling off  in  December.  But  neither  Fillmore  nor  her  clients 
can  say  whether  that's  translating  into  higher  sales.  John 
Christoffersson,  an  electronic  publishing  director  at 
McGraw-Hill,  says  the  company  has  seen  "an  enormous 
amount  of  traffic  but  relatively  few  buyers"  at  OBS  and 
other  Web  sites  where  it  has  posted  its  books.  OBS  is  pro- 
jecting a  loss  of  $103,600  this  year,  almost  double  its  1994 
loss,  because,  for  the  first  time,  it  will  be  paying  salaries  to 
employees  who  have  put  in  sweat  equity. 

Note:  To  call  up  these  sites  on  the  World  Wide  Web,  the  heav- 
ily used  hypertext-based  portion  of  the  Internet,  you  need  ajlnter- 
net  access  at  a  speed  of  at  least  14.4  kilobits  per  second  and  b)  a 
hypertext  browser  like  Netscape  or  Mosaic.  Type  in  the  site's  URL 
(uniform  resource  locator)  address,  which  uses  http  (hypertext 
transfer  protocol)  to  move  files  back  and  forth.  lASffl 
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Mere  babes  with  the  goods,  NetMarket's 
22-year-old  CEO  Daniel  Kohn  and  his 
happy  band  sold  their  fledgling  Web 
marketing  company  to  home-shopping 
giant  CUC. 
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by  Newt  Gingrich 


The  information  age  means  more  decentralization,  more 
market  orientation,  more  freedom  for  individuals,  more 
opportunity  for  choice.  Government  must  deal  with  it. 


If  you  really  want  to  weaken  the  Washington 
lobbyist,  there  is  no  single  device  that  does  it 
better  than  information,  disseminated  in  real 
time.  When  people  who  are  paying  them  to 
lobby  are  reading  the  same  documents  that 
lobbyists  have,  there's  no  longer  any  great 
advantage  to  being  an  insider.  Everybody's  an  insider 
as  long  as  you're  willing  to  access  it. 

Why,  given  America's  fabulous  endowment  of 
computers  and  networks,  have  we  been  so  slow  and  so 
timid  at  changing  government?  I  think  the  problem 
occurs  at  two  levels.  First,  for  those  of  you  who  have 
not  read  it,  I  want  to  recommend  to  you  C.P.  Snow's 
Reath  Lectures  on  the  BBC  in  1959  called  The  Two 
Cultures.  Snow,  who  is  both  a  novelist  and  pohtician 
and  a  Ph.D.  in  physics,  argued  that  over  the  last 
century,  and  particularly  the  last  60  years,  Western 
civilization  had  broken  into  two  cultures:  a  scientific 
engineering  culture  that  largely  spoke  the  language  of 
math;  and  an  arts  and  literary  culture  that  largely 
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spoke  the  language  of  literary  allusion.  They  had 
grown  further  and  further  apart.  The  result  is  that 
those  who  know  are  inarticulate  and  those  who  are 
articulate  don't  know. 

And  so  you  had  this  drifting  apart.  What  you  end 
up  with  is  more  and  more  politicians  and  more  and 
more  reporters  who  cover  things  they  don't  have  a 
clue  about.  Meanwhile,  the  people  who  understand 
technology's  potential  literally  cannot  express  that 
potential  in  a  common  language  in  a  way  that  people 
understand. 

Two  other  forces  compound  this  disconnect.  Most 
entrepreneurs  who  make  breakthroughs  are  almost  by 
definition  psychologically  uninterested  in  working  in 
dull,  slow  processes  in  which  most  of  their  time  is 
spent  listening  to  people  who  don't  know  as  much  as 
they  do.  You  add  to  that  the  apparent  unwillingness  of 
entrepreneurs,  engineers  and  scientists  to  be  politically 
active  in  any  kind  of  practical  sense,  and  what  you  end 
up  with  is  a  society  in  which  lawyers  dominate.  We 
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get  more  laws  to  sue  the  few  engineers  who  are  left. 

There's  a  second  failure,  and  it's  largely  of  the 
imagination.  If  you  ask  me  where  American  society  is 
today,  I  would  argue  that  the  most  accurate  analogy 
for  where  we  are  right  now  is  not  1933,  but  the  1770s 
to  1800.  That's  when  the  English-speaking  world  went 
through  the  transition  from  the  end  of  the  medieval 
agrarian  society  to  the  rise  of  the  commercial  and 
ultimately  manufacturing  society.  Out  of  that  came 
waves  of  change  that  were  very  traumatic  and  very 
profound.  The  transition  from  the  industrial  era  into 
the  information  age  is  very  similar  in  forcing  us  to  ask 
the  most  profound  questions  about  relationships. 


The  central  issues  of  our  time 
are  technological  and  cultural; 
they  are  not  political.  We  are 
trying  to  figure  out  why 
Americans  do  technology  well 
and  bureaucracy  badly. 


The  two  best  works  of  that  period  were 
both  by  the  same  man,  Adam  Smith.  The 
book  we  seldom  talk  about,  The  Theory  of 
Moral  Sentiments,  which  precedes  and 
frames  The  Wealth  of  Nations,  is  an 
inherently  philosophical  and  moral  work.  It 
seeks  to  understand  how  human  beings  function,  what 
drives  them  in  concluding,  as  he  put  it,  that  there  is  a 
man  in  the  mirror  and  that  each  of  us  seeks  to  justify 
ourself  to  a  conscience. 

Later  Smith  wrote  what  was  largely,  much  like  de 
Tocqueville,  a  book  of  reporting.  The  Wealth  of 
Nations  is  Smith's  description  of  the  changes  he  was 
living  through  as  Britain  began  to  shift  out  of  the 
medieval  guild  society  into  the  commercial  world 
market  society.  You  can  see  The  Wealth  of  Nations  as 
almost  a  travelogue,  almost  the  economic  parable  to  de 
Tocqueville,  who  later  does  the  same  thing  for  an 
American  society  making  a  transition  from  republican 
virtue  to  democratic  commercialism.  Alexander 
Hamilton,  the  first  to  report  on  the  debt,  the  Federalist 
Papers  and  the  Constitution  are  all  driven  by  Smith's 
world  view,  his  wrestling  with  the  nature  of  freedom 
and  the  nature  of  human  beings.  From  that  you  then 


begin  to  get  radical  change.  Now,  in  the  U.S.  it's  easy 
and  obvious.  We  have  a  revolution,  the  Articles  of 
Confederation  fail,  we  have  a  second  try.  This  is  why 
I  keep  telling  people,  don't  worry  about  occasional 
failures.  The  second  try  is  the  Constitution.  It's 
worked  reasonably  well  now  for  over  200  years.  But  it 
wasn't  their  first  product. 

Equally  useful  is  to  look  at  the  role  of  Pitt  the 
Younger  in  the  1780s  and  1790s.  Surrounded  by  the 
disciples  of  Smith,  Pitt  the  Younger  rationalized  British 
tax  policy  to  create  the  commercial  environment  in 
which  so  much  wealth  was  made  that  people  were 
able  to  fight  the  Napoleonic  Wars.  Britain  was  able  to 
carry  virtually  the  entire  financial  weight  of  the 
Alliance  against  Napoleon  in  a  way  that  would  have 
been  literally  impossible  without  Adam  Smith's 
intellectual  ideas  being  transmitted  into  the  tax 
pohcies  of  Pitt  the  Younger. 

What  we're  missing  today  is  the  ability  to  get 
people  who  are  willing  to  think  broadly  enough  about 
basic  issues  and  then  draw  conclusions  from  their 
thought,  and  then  the  willingness  of  pohticians  to  take 
those  ideas  and  begin  to  apply  them  directly  to  the 
modem  world. 

My  argument's  very  simple.  The  information  age 
means  more  decentralization,  more  market  orientation, 
more  freedom  for  individuals,  more  opportunity  for 
choice.  Then  you  look  at  today's  reality.  Take  the 
Health  Care  Financing  Administration,  a  mid-1960s 
effort  to  apply  European  centralized  bureaucracy  to 
health  care  for  the  elderly.  It  is  having,  by  the  way, 
precisely  the  long-term  results  you'd  expect.  It  is 
gradually  cheating  doctors  and  hospitals  and  will  soon 
cheat  the  elderly.  It  is  producing  a  very  expensive,  ver 
bureaucratic  product  that  is  not  allowing  the  citizens 
to  have  any  choice  about  the  expenditure  of  their 
funds  for  their  lives. 

This  ought  to  be  a  no-brainer — we  can  offer  better 
health  care  with  greater  choices  at  higher  quality  for 
more  senior  citizens  by  transforming  Medicare,  using 
information  technology,  than  we  can  by  the  next  200 
task  forces  on  paperwork  at  the  Health  Care  Financing 
Administration. 

One  of  the  challenges  I've  made  to  doctors  is,  I 
said,  you're  either  going  to  go  to  Canada  or  to  Wal- 
Mart.  You  can  either  go  to  a  nationally  controlled 
bureaucratic  structure  or  you  can  go  to  the 
marketplace.  But  you're  not  going  to  stay  in  a  guild 
status  where  you  have  all  the  knowledge,  you  share 
none  of  it.  And  I'll  give  you  a  simple  example:  My 
wife  had  a  thyroid  problem  a  couple  of  years  ago.  She 
called  three  different  specialists  and  said,  "What  do 
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you  charge?"    None  of  them  would  tell  her.  That's 
nuts.  And  you  should  be  able  to  access  easily  the 
database  that  says,  "Here  are  the  doctors  in  the  area; 
here's  what  they  charge;  here's  what  their  outcomes 
are  like,"  before  you  walk  in.  And,  by  the  way, 
"Here's  where  they  studied  and  here's  what  therapies 
they  believe  in." 

And  yet  there's  no  lack  of  potential.  It's  not  a  lack 
of  ability  to  put  it  on  line.  It's  not  a  lack  of  ability  to 
teach  people.  Many  of  you  remember  when  people 
didn't  pump  gas  because  if  everyday  citizens  pumped 
gas,  you'd  set  your  car  on  fire.  This  was  a  serious 
debate  in  the  1970s  all  across  the  country. 

Now,  in  that  framework,  let  me  give  you 
just  a  way  of  thinking  about  this.  First 
of  all,  I  believe  that  the  central  issues  of 
our  time  are  technological  and  cultural; 
they  are  not  political.  Jeff  Eisenach  and 
Steve  Hanser  are  the  two  people  who 
drove  me  to  this  belief  with  a  very  simple  analogy.  We 
were  trying  to  figure  out  why  Americans  do  technology 
well  and  bureaucracy  badly.  This  was  in  a  pre-Clinton 
period — well,  actually  in,  I  guess,  the  early  phase  of  the 
Bush  administration.  We  were  just  trying  to  figure  out 
why  it  is  that  bureaucratic  models  objectively,  outside 
the  military  and  very  small  ehte  groups  like  the 
National  Parks  Service  or  the  FBI....  As  a  general 
principle,  create  a  bureaucracy  in  America  and  watch 
the  decay  set  in.  And  yet  that's  not  automatically  true. 
I  mean,  you  can  argue  that  much  of  Chinese  history 
was  remarkably  bureaucratic  and  pretty  good.  You  can 
argue  that  German  bureaucracy  is  a  very  impressive 
model.  Our  conclusion  was  that  it's  cultural. 

As  you  know,  in  Germany,  on  the  Autobahn, 
there's  no  speed  limit.  You  can  go  literally  any  speed 
you  want  to.  Many  Americans  rent  a  car,  they're  doing 
100,  they're  excited  and  a  Mercedes  goes  by  at  160, 
they  pull  over  and  cry  and  they  never  fully  recover 
from  the  experience. 

If  tomorrow  morning  the  Bundestag  adopted  a  100- 
kilometer  or  62-mile-an-hour  speed  limit,  virtually 
every  German  would  obey  it  the  next  day.  Of  course, 
at  the  next  election  they  would  massacre  the  current 
generation  of  pohticians  and  they  would  elect  The  No 
Speed  Limit  Party.  My  understanding  is  that  the 
American  cultural  response  to  the  challenge  of  speed 
limits  is  substantially  different  from  the  German 
cultural  response.  In  most  of  America,  a  speed  limit  is 
a  benchmark  of  opportunity.  How  many  of  us  find 
that  as  a  norm  we  look  at  the  posted  number  and  add 
five  or  10? 


I'm  going  to  make  a  point  here. 
This  was  one  of  the  two  moments 
I  became  a  revolutionary,  and  I'll 
tell  you  about  the  other  one  in  a 
second.  Because  I  want  you  to 
understand,  this  is  what  I  mean  by 
taking  a  general  theorem  and 
applying  it  to  practical  politics, 
reading  Smith  and  suddenly 
replacing  all  of  the  medieval  tariff 
laws  and  actually  having  huge 
fights.  I  don't  know  how  many  of 
you  are  aware  of  this,  but  the 
British  army  actually  had  fights 
with  large  units  of  people  who 
were  in  the  habit  of  bringing  in 
contraband,  I  mean  units  so  large 
that  it  took  battalions  of  British 
troops  to  win  the  fights,  because  it 
was  that  profitable  to  cheat  on  the 
old  tax  code.  And  yet,  Pitt  the 
Younger  was  operating  off  of  a 
theoretical  model:    A  clean,  simple, 
commercial  tax  code  will  lead  to 
an  explosion  in  productivity  and 
will  not  only  pay  for  itself,  it  will 
enrich  the  nation. 

Well,  let  me  give  you  the  same 
principle:    A  country  in  which 
virtually  every  citizen  drives  over 
the  speed  limit  is  impossible  to 
lead  by  bureaucratic  regulation.  By 
definition.  And  this  is  why  the 
health  plan  last  year  was  so  crazy. 
By  definition,  a  nation  driven  by 
incentives  will  wake  up  every 
morning  and  say,  How  do  I  get 
around  the  rule;  what  can  my 
lawyer  find  for  me;  is  there  a 
consultant  who  knows  the 
loopholes?  And  because  the 
incentive  for  the  individual  always 
beats  the  incentive  for  the  system, 
the  bureaucracy  will  always  be 
one  layer  behind. 


ut  I  believe  that  in 
the  next  few  years 
there's  going  to  be 
new  hope.  You're 
going  to  see 
genuinely  a  shift 
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towards  a  positive,  optimistic  mood.  I  believe,  second, 
there's  going  to  be  a  new  dialogue.  People  are  going  to 
have  access  all  the  time.  And  this  Common  Cause 
nonsense  that  you  can't  get  access  to  the  speaker 
unless  you  pay  money....  In  the  Sixth  District  of 
Georgia,  if  you  get  out  of  bed,  put  on  your  clothes,  get 
in  the  car  and  show  up  at  two  in  the  afternoon,  you 
have  access.  And  if  your  congressman  doesn't  give  you 
access,  fire  him  and  hire  one  who  will. 

The  word  partnership  is  very  central  to  where  we're 
going  and,  by  the  way,  fits  the  information  age  and  I 
think  fits  the  Internet.  Partnership  means  we  both 
have  responsibilities.  Yes,  I'll  be  compassionate,  now 
what  are  you  going  to  be?  But  don't  tell  me  the  job  is 
entirely  one  way.  Don't  tell  me  you'd  be  glad  to  be 
rich  but  you  don't  want  to  work,  you'd  be  glad  to  be 
wise  but  you  don't  want  to  learn.  I  keep  reminding 


Go  listen  to  somebody  who 
doesn't  know  anything  about 
computers  and  listen  to 
somebody  who  is  terrified  of 
the  future.  Understand  where 
they're  coming  from  and  why. 


people,  the  Declaration  of  Independence  says  we  are 
endowed  by  our  Creator  with  certain  inalienable  rights, 
among  which  are  life,  liberty  and  the  pursuit  of 
happiness.  Pursuit  implies  getting  up  and  doing  it.  It 
doesn't  say  happiness  stamps,  it  doesn't  say  happiness 
entitlements,  it  doesn't  say  we  need  a  federal 
department  of  happiness. 

Recently  the  press  harpooned  me  for  suggesting  a 
tax  credit  for  laptops.  I'll  say  it  up  front.  It  was  a 
dumb  idea.  But  let  me  tell  you  what  I  was  trying  to 
get  at.  I  was  trying  to  get  at  the  idea  that  instead  of 
saying,  wow,  all  of  the  really  sophisticated,  well- 
educated,  upper  middle-class  people,  you  get  to  be  over 
here,  and  so  we're  going  to  take  30%  of  the  country 
into  the  information  agt .  I'm  saying  I  don't  know  how 
we  do  it  but  we  had  bi  ter  care  about  reaching  out  a 
helping  hand  to  every  American. 

Now  maybe  it  ought  to  be  done  by  private 
philanthropy.  Maybe  it  ought  to  be  done  by  other  kind 
of  devices.  Maybe  private  companies  ought  to  do  it. 
But  somehow  there  has  to  be  a  missionary  spirit  in 


America  that  says  to  the  poorest  child  in  America, 
"Internet's  for  you.  The  information  age  is  for  you. 
There's  an  alternative  to  prostitution,  drug  abuse  and 
death,  and  we  are  committed  to  reaching  every  child 
in  this  country.  And  not  in  two  generations  or  three 
generations;  we're  committed  this  year,  we're 
committed  now." 

I  am  not,  obviously  given  my  background, 
recommending  that  what  we  do  now  is  adopt  a  Soviet- 
style  centralized  institute  of  information  distribution, 
but  I  am  trying  to  start  a  debate,  a  dialogue,  and  to 
set  up  the  notion  of  a  partnership  because  it  will 
change  everything  about  where  we're  going. 

The  fourth  point  I  would  suggest  to  you  is  that  out 
of  this  process  a  new  team  will  emerge,  so  we  have 
new  hope  leading  to  a  new  dialogue  creating  a  new 
partnership.  And  why  will  a  new  team  emerge? 
Because  people,  for  example,  like  Bill  Weld  and  John 
Engler  and  Tommy  Thompson  and  Pete  Wilson  and 
Christine  Whitman  and  George  Allen  are  going  to 
shock  all  of  us.  And  people  like  Bret  Schundler,  and 
Mayor  Rendell,  who  is  a  Democrat  in  Phildelphia, 
Mayor  Norquist,  who  is  a  Democrat  in  Milwaukee, 
they  go  out  and  they  do  things  you  don't  expect,  and 
you  suddenly  start  saying,  now,  that's  leadership. 
That's  not  just  some  politician  wanting  patronage. 
That's  not  just  somebody  who  wants  the  big  office  in 
the  building.  That's  somebody  willing  to  lay  it  on  the 
line  to  entrepreneurially  try  to  create  a  better  future 
and  who's  willing  to  take  the  risks  of  doing  it. 

We  need  a  new  national  dialogue,  a  willingness  to 
look  at  ourselves  and  to  be  criticized  in  public  and  to 
think  things  through.  If  so,  we  can  build  a  partnership 
at  every  level.  I  want  to  go  back — we  are  going  to  go 
back  to  the  600,000  people  in  the  Sixth  District  of 
Georgia  and  say,  "You  have  a  chance  to  be  partners 
with  the  Speaker  of  the  House."  That  takes  real  work. 
It's  not  obvious  and  automatic.  It  has  to  involve 
radically  higher  understanding  of  the  potential  of  the 
information  age  than  we  have  today.  It  is  impossible 
to  have  an  Athenian  democracy  with  600,000  people 
in  an  oral  tradition. 

What  you've  got  to  focus  on  is  the  notion  that 
somehow  we're  going  to  get  information  out,  we're 
going  to  have  a  dialogue  among  ourselves,  we're  goin£ 
to  get  aggregated  information  back  in,  we're  going  to 
identify  the  most  interesting  and  the  best  ideas,  and 
they're  not  necessarily  going  to  come  from  the  people 
who  we  know  personally  or  who  fit  in  a  social  or 
other  spectrum.  I  don't  know  how  to  do  that.  But 
information  technology  makes  it  possible,  and  so  we 
must. 
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I  came  here  in  part  today  to  say  it's  going  to  take 
a  lot  of  smart  people  to  invent  this.  We  are  at  1760 
not  at  1789.  We  are  beginning  to  invent  the  America 
of  the  information  age,  we're  not  about  to  inaugurate 
George  Washington.  We  don't  yet  know  what  in  effect 
our  intellectual  constitution  for  the  future  is. 

I  would  say  to  Forbes  ASAP  readers  who  think 
they  know  about  the  information  age,  come  up  with 
your  best  vision  and  your  best  strategies  and  your  best 
projects.  Then  go  listen  to  somebody  who  doesn't 
know  anything  about  computers  and  listen  to 
somebody  who  is  terrified  of  the  future,  and 
understand  where  they're  coming  from  and  why 
they're  afraid  and  what  they  don't  get.  Don't  just  keep 
preaching  at  them  as  though  they  were  stupid. 
Dialogue — not  debate — will  in  fact  change  things. 

Let  me  also  suggest  to  you  that  widespread 
information  technology  makes  possible  a  consumer- 
directed  government.  You'll  notice  that  my  suggestion 
for  a  better  Medicare  task  force  starts  with  the 
consumer,  the  senior  citizen.  How  do  we  empower 
them  and  make  them  consumers  again  instead  of 
clients,  because  consumers  have  power,  consumers  can 
choose  what  they  want  to  consume.  But  clients  are 
told  by  the  bureaucracy  what  clients  should  expect 
and  what  clients  will  do  between  nine  and  five. 

believe  we  have  five  goals.  First  is  to  make  the 
transition  into  the  third-wave  information  age 
that  Alvin  and  Heidi  Toffler  describe,  and  to 
make  that  transition  so  that  we  are  the  most 
rapidly  accelerating  society  on  the  planet.  We 
must  apply  the  principles  of  freedom  and 
opportunity  for  all  that  are  at  the  heart  of  America. 

Second,  to  aggressively  look  at  the  world  market  as 
an  enormous  opportunity  and  to  rethink  every  aspect 
of  American  society  so  we  are  the  highest  value-added 
competitor  on  the  planet  with  the  most  productive 
systems  yielding  the  highest  take-home  pay  and  the 
greatest  range  of  choices. 

Third,  to  commit  ourselves  to  replacing  the  welfare 
state  with  an  opportunity  society,  to  insisting  that 
every  citizen  have  the  full  right  to  pursue  happiness 
and  that  every  citizen  have  the  right  to  be  safe,  and 
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goujto  reestablishing  power  for  every  American  to  have 
ng  to  control  over  their  life  and  their  destiny. 

Fourth,  to  reestablish  a  citizen  movement  and  a 
community  movement.  The  information  age  offers  a 
great  deal,  where  we  truly  try  to  give  people  the 
capacity  to  talk  with  themselves,  to  work  with 
themselves.  I  keep  telling  the  governors  this,  the 
governors  love  the  idea  of  defederalization. 


What  the  governors  mean  by 
defederalization  is  instead  of  one 
big  government  in  Washington  we 
should  have  50  state  governments. 
And  they  know  why  power  in 
Washington  is  bad,  but  they're  not 
quite  sure  why  power  in  the  state 
capital  is  bad.  And  my  argument 
is  no,  what  you  really  want  to  do 
is  disperse  the  power  down  to  the 
citizens,  and  then  you  want  to  try 
to  empower  them  with 
information  and  with  relatively 
low-cost,  easy  access  to  each  other, 
so  you  have  a  spontaneous 
capacity  to  work  together  that  is 
truly  remarkable. 

Finally,  we  have  to  renew 
American  civilization.  More  than 
any  society  I  know  of,  America  is 
a  learned  culture.  People  come  to 
America  and  become  American, 
they  learn  how  to  be  American — 
their  attitudes,  patterns,  habits. 
Again,  compare  our  attitude 
toward  speed  limits  with  most 
places.  We  have  to  reestablish  that. 
The  reason  is  simple,  and  I'd  say 
this  particularly  to  libertarian 
friends:  The  weaker  you  want  the 
bonds  of  coercion,  the  greater  the 
strength  of  your  culture  has  to  be. 
That's  the  essence  of  de 
Tocqueville's  message,  that  a  free 
society  has  to  be  deeply 
committed  to  imprinting  its 
civilization  if  it  intends  to  have  a 
very  limited  government.  Because 
one  or  the  other  has  to  hold  you 
together.  You're  either  bound 
together  by  a  strong  state  or  you're 
bound  together  by  a  strong  culture. 
But  if  both  fray,  you  end  up  in 
Bosnia  and  Rwanda  and  Somalia 
and  Haiti. 

The  above  was  adapted  from  a 
speech  by  Newt  Gingrich  (R.,Ga.), 
Speaker  of  the  U.S.  House  of 
Representatives,  at  a  Progress  and 
Freedom  Foundation  conference  in 
January.  @ 
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buzz  saw  over  recent  bandwidth  and  big-bird  articles. 


Right  after  George  Gilder 
took  on  feisty  Tom  Peters 
in  the  Battle  of  City  vs. 
Country,  we  struck  a  low 
blow:  We  gave  the 
exhausted  futurist  a  moun- 
tain of  mail  he  had  to 
read  and  answer,  quick. 
Here,  we  print  a  sampling 
of  the  responses  to  Gilder's 
piece  on  the  onrush  of 
bandwidth  (Forbes  ASAP, 
Dec.  5)-,  a  letter  from 
Steven  Dorfman  of  GM 
Hughe-,  about,  an  earlier 
artich   (O       W);  and 
Gilder  s  all. 

Thanks,  Get 


Nicholas 
Negropon 

Director,  MIT  Media 

Laboratory 

Boston 
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Debunking 
Bandwidth: 
When  our  world 
is  fibered,  the 
planet  is  like  a 
desktop.  Earth 


is  but  a  backplane  for  a  single 
computer.  True.  But  as  mere 
humans,  the  bandwidth  we're 
really  interested  in  is  the  one 
that  exists  between  us  and  • 
computers,  be  they  the  size  of 
a  cuff  link  or  a  country.  That 
bandwidth  is  often  one  we 
want  to  be  smaller,  not  big- 
ger. Most  of  us,  most  of  the 
time,  want  less  bits,  not  more 
bits.  Sure  we  want  gigabits, 
but  only  for  a  few  milhonths 
of  a  second  at  a  time. 
Remember  the  early  days  of 
computing  when  stacks  of 
fanfolded  output  were  dropped 
on  an  executive's  desk?  Peo- 
ple caught  on  quickly,-  that 
was  data,  not  information. 
Today,  for  some  reason,  we 
have  forgotten  some  simple 
concepts  about  what  consti- 
tutes meaning  and  under- 
standing and  where  they 
come  from.  You.  So  while  it 
is  real  easy  to  ship  vast 

lounts  of  data  and  high-res- 

)!u:ion  images  back  and  forth 

en  computers  and  while 

suddenly  possible  to 

e  geographic  constraints, 


let's  not  forget  that  in  many 
cases  "less  is  more"  when  it 
comes  to  bandwidth.  Narrow 
channels  force  us  to  be 
smarter.  Yes,  bandwidth  will 
be  free,  but  so  will  comput- 
ing. The  future  will  not  be 
driven  by  either  MIPS  or  BPS, 
but  information  and  entertain- 
ment content.  Andy  Grove 
does  not  need  to  worry  about 
John  Malone  or  Bill  Gates.  He 
has  to  worry  about  Michael 
Ovitz. 

Mark 
Stahlman 

President,  New  Media 

Associates 

New  York 

Bandwidth  to 

I  Bum:  Now 
What  Do  We 
Do? 
Gilder  has 
made  a  case  for 
vastly  expanded  bandwidth 
overwhelming  the  influence  of 
the  steady  march  of  comput- 
ing power.  [But]  what  new 
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need  will  drive  businesses  to 
translate  the  inventions  Gilder 
describes  into  significant  new 
media  opportunities?  Appar- 
ently, it's  the  need  for  video- 
on-demand.  [But)  if  this  were 
a  plausible  mass  market,  the 
streets  of  New  York  would  be 
filled  with  bicycle  messengers 
delivering  Tom  Cruise  with 
bags  of  Chinese  food.  No,  dur- 
ing the  next  five  to  10  years, 
bandwidth  will  certainly  be 
consumed  in  much  greater 
quantities — but  for  completely 
different  reasons.  We  will  dra- 
matically extend  ourselves 
and  our  social  relationships 
with  video-telephones.  We 
will  consume  substantial 
bandwidth  by  substituting 
bandwidth  for  gasoline — 
through  telecommuting.  We 
will  network  to  multimedia 
databases  (such  as  the  current 
Internet-based  World  Wide 
Web)  and  dramatically  expandJ  »* 
our  range  of  social  contacts — 
across  borders,  cultures  and 
tribes. 

Unfortunately  for  Gilder's 
bandwidth  braggarts,  these 
enormous  markets  will  be 
built  using  a  telecommunica-     *w 
tions  technology  which  beganr   Pftifo 
deployment  over  10  years 
ago — ISDN — and  in  which 
none  of  them  has  any  impor- 
tant financial  stake  today. 
Unglamorous,  ungainly,  even 
downright  ugly,  ISDN  (inte- 
grated services  digital  net- 
work) will  be  supplied  by  old 
time  telephone  companies 
(not  cable  companies)  and  it 
will  be  driven  by  the  steady 
progress  of  personal  comput- 
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ers — themselves  now  a  15-  tc     U 
20-year-old  industry.  As  has 
been  widely  noted,  we  tend  I 
overestimate  (sometimes  dra- 
matically) the  near-term 
impact  of  new  technologies 
and  underestimate  the  long- 
range  effects. 

In  this  age,  new  technok 
gy  hype  has  become  an  epi- 
demic. Reality  itself,  as  it 
turns  out,  is  far  more  inter- 
esting. 
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Michael 
Slater 


President,  MicroDesign 
Resources,  and  Editorial 
Director,  Microprocessor 
Report 
Sebastopol,  Calif. 

Increasing  band- 
width will  pro- 
vide computers 
with  more  infor- 
mation to 
process,  and  this 
increase,  not  decrease, 
the  computational  require- 
ments. Having  high  band- 
width makes  it  possible  for 
the  interface  nodes  to  be  less 
intelligent,  but  this  is  not 
necessarily  desirable.  Further- 
more, the  time  frame  must  be 
considered;  high-bandwidth 
WAN  (wide  area  network) 
connections  are  not  going  to 
oe  widely  available  for  years, 
and  in  the  meantime,  compu- 
tational power  will  continue 
to  be  critical  as  a  way  to  mit- 
igate bandwidth  limitations. 

No  matter  how  much 
aandwidth  is  available,  it  is 
till  very  desirable  to  have 
\m  high-performance  computa- 
tional ability  in  desktop  sys- 
tems. Rendering  of  three- 
dimensional  images  from 
mathematical  representations, 
fva  :or  example,  is  something  that 
nas  widespread  application 
lot  only  in  games,  but  in 
^  Jther  consumer  applications 
like  home  and  garden  design 
programs).  Orders  of  magni- 
tude more  performance  will 
result  in  direct  improvements 
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Finally,  with  regard  to  the 

nclusion  of  signal-processing 

6  iapabilities  in  general-purpose 

nicroprocessors,  I  disagree 

Arith  Gilder's  conclusion  that 

j  :his  will  not  occur.  Minor 

artensions  to  general -purpose 

irchitectures,  such  as  the  abil- 

ty  to  perform  four  8-bit  addi- 

ions  in  parallel  using  the 
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same  hardware  that  normally 
performs  a  single  32-bit  addi- 
tion, will  provide  a  significant 
boost  for  applications  such  as 
video  decompression.  The 
cost  of  adding  these  features 
is  small,  and  the  benefit  is 
great.  Sun  and  HP  have 
already  made  such  additions 
to  their  processors,  and  I 
expect  Intel  and  other  x86 
vendors  will  do  so  in  the 
future.  Dedicated  DSPs  will 
always  be  able  to  provide 
higher  performance,  but  the 
incremental  cost/performance 
of  adding  functions  to  the 
host  CPU  is  superior. 

Michael  E. 
Treacy 

President,  Treacy  &  Co. 
Cambridge,  Mass. 
Treacy  is  co-author  of  The 
Discipline  of  Market  Leaders 

a  [Gilder's]  view  is 
founded  on  the 
narrow  philoso- 
phy of  technolog- 
ical determinism. 
It  is  a  peculiar 
and  persistent  form  of  myopia 
based  on  the  wobbly  assertion 
that  the  best  technology  will 
win  in  the  marketplace.  He 
who  rides  the  best  technologi- 
cal wave  will  ascend  to  glory. 
Oh,  if  it  were  only  so!  If  tech- 
nology determined  success, 
there  would  be  no  Microsoft 
today.  By  any  reasonable  stan- 
dards, MS-DOS,  the  founda- 
tion of  Mr.  Gates's  empire, 
was  an  average  technology 
when  it  was  brought  to  mar- 
ket more  than  a  decade  ago. 
But  Microsoft  had  all  the 
other  elements  that  created  a 
compelling  value  proposition 
for  its  customer. 

Value  is  what  customers 
want.  Intel  has  got  what  it 
takes  and  has  been  a  value 
leader  for  many  years.  Andy 
Grove  has  already  begun  to 
direct  Intel's  development 
portfolio  toward  communica- 
tions opportunities.  He  has 


read  the  signals  and  made  the 
call,  just  as  he  did  several 
years  ago  when  he  vacated 
the  memory-chip  business,  in 
advance  of  grinding  competi- 
tion and  shrinking  margins. 
With  constant  vigilance  and 
change,  Intel's  success  can 
continue  for  years  to  come. 

Howard 
Anderson 

Managing  Director,  The  Yan- 
kee Group,  and  General  Part- 
ner, Battery  Ventures 
Boston 

|  George  Gilder's 
analysis  of  the 
changes  in  the 
computing  and 
communica- 
tions tradeoff  is 
brilliant,  concise,  analytical — 
and  flawed.  His  portrait  of  the 
rapid  changes  in  communica- 
tions and  relative  disadvan- 
tage of  the  old-line  computer 
industry  (Intel,  etc.)  does  not 
overestimate  the  movement. 
It  underestimates  how  the 
next  10  years  will  be  the 
decade  of  Bandwidth  on 
Demand. 
Consider  this: 

•  From  1995-2005,  the  cost 
of  bandwidth  will  drop  faster 
than  the  cost  of  computing. 

•  From  1995-2005,  the  cost 
of  switching  will  drop  faster 
than  the  cost  of  bandwidth. 

Historical  examples:  The 
cost  of  a  Tl  line  (1.54 
megabits)  coast  to  coast  in 
1985  was  $40,000/month. 
Today?  Under  $2,000/month, 
a  drop  of  95%. 

Assume  the  following:  by 
2000,  computing  is  free,  and 
bandwidth  is  free.  Now — 
design  the  future! 

The  amount  of  money 
spent  on  ATM  Research  and 
Development  (Source:  Yankee 
Group  ATM  Planning  Ser- 
vice): 

•  1993:  $335  million 

•  1994:  $550  million 

•  1995:  $950  million 


So  Gilder  is  right  on  about 
the  impact  of  ATM.  In  fact, 
Fore  Systems,  where  our  sister 
company  Battery  Ventures  is 
the  second-largest  outside 
stockholder,  carries  a  market 
capitalization  of  $900  mil- 
lion— on  a  $60  million  sales 
base — demonstrating  that  the 
ATM  value  is  well  known 
within  the  industry. 

This  past  year,  the  Yankee 
Group  trained  5,000  end-users 
on  the  use  of  ATM  technolo- 
gy and  the  most  frequently 
asked  question  was,  "How  in 
the  world  am  I  going  to  use 
all  that  bandwidth?"  But  it 
was  only  10  years  ago  that 
users  thought  they  would  fall 
off  the  end  of  the  earth  if 
they  went  faster  than  2.4  kilo- 
bits! 

Which  leads  to  some 
immutable  laws  about  net- 
works, which  Gilder  alludes  to: 

•  Networks  always  grow. 

•  Networks  always  become 
more  complex. 

•  Networks  find  applications 
that  double  the  bandwidth 
needed  every  three  years. 

•  The  cost  of  bandwidth  is 
artificially  high. 

Andy  Grove  is  right: 
"Only  the  paranoid  survive." 

gTX 

Key  worth,  II 

The  Progress  and  Freedom 
Foundation 
Washington,  D.C. 

|  George  Gilder's 
article  goes  yet 
another  step  in 
establishing  him 
as  the  forefront 
"signal-to-noise 
processor"  of  information  tech- 
nology. Yet,  I  confess  to  being 
somewhat  confused  by  it. 

My  dilemma  resides  in 
what  I  will  call  the  "30-30 
rule" — that  we  humans  can 
take  in  information  at  only 
about  30  megahertz  through 
our  eyes  or,  even  slower,  at 
30  kilohertz  through  our  ears. 
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The  kinds  of  bandwidth  that 
Gilder  projects  are  important 
to  machine-to-machine  com- 
munications, i.e.,  to  networks, 
but  it  is  the  computer  (in 
some  form,  whether  PC, 
PDA,  digital-phone  or  digital- 
TV)  that  will  continue  to 
determine  the  "match" 
between  bandwidth  and  the 
inherent  limitation  of  the  30- 
30  rule. 

Bandwidth  is  important, 
because  it  will  make  the  con- 
nection a  richer  one,  but  the 
fact  remains  that  we  humans 
lack  broadband  input  channel 
to  access  all  that  bandwidth 
directly.  And  it  is  the  com- 
puter that  must  bridge  that 
gap,  keeping  it  in  the  driver's 
seat  as  we  enter  the  realm  of 
ubiquitous,  connected  com- 
puting. 

Gilder's  article  makes  an 
additional  point,  and  one  that 
falls  too  often  on  deaf  ears  in 
Washington.  That  is  that 
bandwidth  scarcity,  the  basis 
for  much  of  our  telecommuni- 
cations regulation,  is  an  out- 
dated concept.  Only  major 
revamping  of  the  govern- 
ment's role  in  telecommuni- 
cations will  permit  the  natur- 
al competition  between  com- 
puting and  communications 
to  play  out. 

Eric 
Schmidt 

Chief  Technical  Officer 
Sun  Microsystems 
Mountain  View,  Calif. 

Gilder's  article 
I  does  a  wonderful 
job  showing  the 
:  potential  impact 
of  the  bandwidth 
1  revolution.  Let 
me  give  you  two  examples  of 
approaches  m  computer  sys- 
tems to  exploit  enormous 
bandwidth  increases: 

The  speed  of  light  is  not 
doubling  every  18  months. 
There  is  a  revolution  in  sys- 
tem design  for  small,  fast 


machines  just  as  significant  as 
the  one  for  broadband  net- 
works in  your  article.  What 
we  call  today  "large  servers" 
will  in  fact  have  to  become 
physically  very  small.  We  are 
now  approaching  "design  for 
light  speed"  in  computer  sys- 
tems, and  we  have  to  keep 
our  handy  ruler,  measured  in 
nanoseconds,  ready  for  each 
new  board  design.  Light  trav- 
els about  four  inches  in  a 
nanosecond  in  today's  wires, 
so  that,  in  a  500-megahertz 
(two  nanosecond)  computer 
design,  we  have  less  than 
eight  inches  of  room  for  our 
signals  to  travel  in  a  synchro- 
nous processor  design  (as 
most  are).  This  means  that 
the  fastest  computers  in  our 
future  will  also  have  to  be  the 
smallest! 

The  backplanes  of  these 
machines  have  to  be  physical- 
ly very  short.  The  limit  of  a 
single  backplane  makes  it 
hard  to  keep  up  with  the 
improvements  in  processor 
speeds,  using  traditional  back- 
plane designs. 

Switching  becomes  a  core  . 
strategy  for  computer  systems. 
Two  approaches  that  merge 
switching  and  architecture  are 
now  popular.  One,  called  Dis- 
tributed Shared  Memory,  uses 
a  switching  network  to  link 
cache-coherent  memories 
together.  In  DSM  computers, 
the  power  of  shared  memory 
designs  can  be  extended  over 
very  high-speed  switched 
memory  networks.  The  other, 
called  clustering,  has  been 
around  for  at  least  15  years, 
and  uses  a  switching  network 
to  link  computer  systems.  In 
this  approach,  applications  are 
modified  to  share  common 
disks,  peripherals  and  soft- 
ware. 

Small  size  and  switching 
are  the  future  of  high-perfor- 
mance computing.  Both  are 
based  on  networking  as  their 
core.  As  the  switched  net- 
works get  faster  these  archi- 
tectures will  come  to  domi- 


nate computing.  The  fastest 
improving  technology,  in  this 
case  networking,  always 
drives  the  architecture.  The 
hollowing  out  of  the  comput- 
er occurs  when  high-perfor- 
mance computers  truly  span 
networks.  ATM  (asynchro- 
nous transfer  mode),  now  in 
its  infancy,  is  the  likely  net- 
work for  us  to  bet  on. 


Bill 
Gates 


Chairman  and  CEO 
Microsoft 
Redmond,  Wash. 

George  Gilder's 
piece  on  band- 
width was 
good.  But  I 
don't  under- 
I  stand  how  Intel 
gets  hurt  unless  it  stops  deliv- 
ering the  best  price/perfor- 
mance microprocessors.  The 
more  network  connectivity 
the  more  we  need  MIPS. 
Andy  Grove  is  right  that 
DSPs  are  just  a  complex  way 
of  getting  more  MIPS.  Just 
because  bandwidth  reduces 
some  of  the  need  for  compres- 
sion doesn't  mean  bandwidth 
reduces  demand  for  cycles. 

In  any  case  Gilder  is  very 
stimulating  even  when  I  dis- 
agree with  him,  and  most  of 
the  time  I  agree  with  him. 

Steven 
Dorfman 

President,  Hughes  Telecom- 
munications and  Space  Co. 
GM  Hughes 
Los  Angeles 

In  "Ethersphere" 
(Oct.  10),  Gilder 
offers  the  view 
that  high-pow- 
ered geostation- 
I  ary  satellites — 
the  mainstay,  high-capacity 
platforms  of  our  past,  current 
and  future  service  offerings — 
are  already  antiques,  and  soon 


will  be  displaced  entirely  by 
thousands  of  low  earth  orbit- 
ing satellites.  That  these  high- 
ly touted  systems  are  nonexis- 
tent, unlaunched  and 
unproven  [and  require  major 
technical  breakthroughs)  are 
details  that  conveniently 
escape  Gilder's  scathing 
assault  on  geostationary  sys- 
tems. 

Gilder  should  recognize 
that  new  technology  products 
are  designed  and  brought  to 
market  based  on  a  host  of 
considerations  in  addition  to 
pure  technical  feasibility. 
Tradeoffs  are — must  be — 
made.  But  to  Gilder,  "trade- 
off" would  appear  to  be  syn- 
onymous with  "sellout." 

In  the  corporate  world, 
this  is  business  naivete.  In 
deciding  what  form  Hughes's 
new  Spaceway  and  DirecTV 
services,  for  example,  should 
take,  our  goal  was  to  deploy 
systems  that:  maximized 
technology  insertion,  thereby 
rninimizing  risk;  provided  a 
low-cost  service  for  which 
there  was  demonstrated  con- 
sumer demand;  and  faced 
minimal  regulatory,  technolo- 
gy-development, or  financing 
delays,  thereby  expediting  ser- 
vice introduction. 

A  Ka-band  GEO  system, 
evolved  from  U.S.  defense 
communication  satellite  appli- 
cations, Spaceway  is  the  logi- 
cal extension  of  Hughes's  uni- 
verse of  120,000  very  small 
aperture  terminal  antennas 
worldwide,  used  for  private 
network,  two-way  voice,  data 
and  video.  Our  nine-satellite 
regional  approach  provides 
global  coverage  at  a  cost  of  $3 
billion.  Because  service  can  be 
rolled  out  incrementally,  rev- 
enues can  be  generated  before 
full  system  deployment.  (By 
contrast,  virtually  all  840 
Teledesic  satellites  must  be 
operational — at  a  $9  billion 
system  cost — before  service 
can  begin.) 

Our  comparatively  low 
investment  cost  and  highly 
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efficient  spot  beam  architec- 
ture, whereby  we  cost-effec- 
tively target  our  capacity  to 
the  world's  most  populated 
regions,  yield  significant  sav- 
ings and  low  user  costs.. .criti- 
cal because  developing 
nations  with  limited  commu- 
nications infrastructure  are  a 
key  market. 

For  voice,  we  expect  that 
developing  regions  without 
access  to  low-cost  terrestrial 
voice  service  will  embrace 
Spaceway  despite  the  fraction- 
al time  delay — at  least  until 
terrestrial  infrastructure  is 
available.  This  is  a  significant, 
revenue-generating  window  of 
opportunity  for  us.  As  for  data 
applications,  our  VSAT  experi- 
ence has  shown  that  custom- 
developed  protocols  provide 
totally  acceptable  throughput 
efficiency  and  seamless  inter- 
activity. In  short,  we  believe 
"the  delay  issue"  has  been 
overstated.  There  is  a  different 
delay  issue,  however,  that 
cannot  be  overstated.  Gilder 
is,  I  believe,  overly  optimistic 
about  how  soon  Teledesic's 
technology  will  be  ready — and 
hence,  how  soon  service  rev- 
enues can  be  generated. 

I  believe  Spaceway  is  the 
best  technological  solution  for 
this  market  at  this  time.  But 
if  tomorrow  the  technology 
and  market  are  in  place  so 
that  the  LEO  system  makes 
sense,  rest  assured  that 
Hughes  will  introduce  an 
innovative  LEO  product  of 
our  own. 

Gilder  attaches  far  too  lit- 
tle import  and  value  (in  the 
form  of  operating  profits)  to 
today's  technology.  Nowhere 
is  this  more  clear  than  in  his 
assessment  of  satellite  direct- 
to-home  television  program- 
ming. Gilder  calls  DBS  "one- 
size-fits-all  programming," 
stressing  its  lack  of  sufficient 
consumer  choice  and  absence 
of  interactivity.  But  in  holding 
out  for  a  fiber  solution,  Gilder 
is  making  a  poor  business 
decision. 


Today,  Hughes's  two 
DirecTV  GEO  satellites  are 
filled  with  150  program  chan- 
nels. We  are  adding  3,000  sub- 
scribers a  day,  and  will  break 
even  (three  million)  by  mid- 
1996.  With  10  million  sub- 
scribers projected  by  2000, 
DirecTV  will  be  a  $3  billion  a 
year  business,  with  $1  billion 
in  operating  profit. 

Waiting  for  the  future, 
Gilder,  carries  a  price  tag 
most  CEOs  can't  afford,  and 
are  not  prepared  to  pay. 

George  Gilder 
Replies: 

I  want  to 
I  thank  my  cor- 
respondents for 
their  alternately 
poetic,  ironic, 
I  trenchant  and 
pithy  responses.  So  many  of 
them,  though,  share  the 
notion  that  I  predicted  dire 
straits  for  Intel  that  I  must 
assume  a  lack  of  clarity  in 
my  treatment  of  the  issue.  I 
predicted  that  new  and  larger 
opportunities  would  arise  in 
the  field  of  communications 
processors  and  systems — that 
central  processing  units  would 
bear  a  declining  share  of  total 
processing  not  that  they 
would  in  themselves  decline 
in  any  absolute  sense.  Indeed, 
CPUs  should  continue  to 
improve  their  cost-effective- 
ness apace  with  Moore's  Law, 
plus  an  increment  for  archi- 
tectural advances  in  paral- 
lelism. Such  advances,  howev- 
er, will  fail  to  keep  pace  with 
the  onrushing  expansion  of 
bandwidth,  as  further  detailed 
by  Howard  Anderson's 
intriguing  letter.  Bandwidth 
gains  will  be  fed  on  the 
demand  side,  as  Mark 
Stahlman  incisively  observes, 
more  by  the  needs  of  telecon- 
ferencing and  telecommuting 
than  by  the  need  for  one-way 
video-on-demand. 

Thus  I  agree  with  Bill 


Gates  that  Intel  can  continue 
to  thrive  as  long  as  it  contin- 
ues to  produce  the  most  cost- 
effective  microprocessors.  I 
did  raise  the  possibility,  fore- 
shadowed by  Microunity's 
new  semiconductor  fab 
process,  that  Intel's  existing 
technology  might  face  rivals 
that  could  produce  more  MIPs 
or  gigabits  per  second  per 
watt.  Power  efficiency  will  be 
a  crucial  index  in  a  time  of 
seething  CPUs  and  increasing 
demands  for  power-saving 
designs  from  producers  of 
mobile  appliances,  such  as  the 
digital  cellular  communicators 
which  will  be  the  most  com- 
mon PCs  of  the  next  decade. 

Focusing  on  gigabits  per 
second  as  a  prime  spec,  these 
devices  may  well  eclipse 
CPUs  in  raw  processing  pace 
and  find  a  wide  range  of  appli- 
cations in  digital  radio,  real- 
time compression  and  decom- 
pression, pattern  recognition, 
echo-cancellation  and  other 
digital  signal  processing  uses. 
The  demands  of  these  applica- 
tions have  already  impelled  an 
array  of  processing  and  archi- 
tectural advances  at  Microuni- 
ty,  Texas  Instruments  and 
elsewhere  in  the  pullulating 
field  of  DSP.  Unconstrained 
by  proprietary  legacies  and 
immense  installed  bases,  per- 
haps other  manufacturers  will 
also  find  ways  to  excel  the 
Moore's  Law  pace  of  Intel's 
majestic  progress  down  the 
learning  curve  of  three-volt 
CMOS  technology. 

Jay  Keyworth  and  Nicholas 
Negroponte  both  eloquently 
point  to  the  central  paradox  of 
the  information  age.  While 
production  systems  of  the 
industrial  age  use  scarce 
resources,  such  as  land,  labor, 
and  capital,  to  create  abun- 
dance, production  systems  of 
the  information  age  use  abun- 
dant resources,  such  as  bits 
and  bandwidth,  to  create 
knowledge  scarce  enough  to 
fit  the  bandwidth  of  humans. 
This  distillation  function — 


delivering  correct  and  useful 
data  to  human  beings  with 
their  Keyworth  window  of 
roughly  30  kilohertz  cochlea 
and  30  megahertz  retinas — 
requires  processing  speeds 
orders  of  magnitude  above  the 
human  rates,  just  to  sample, 
quantize  and  codify  the  flow. 
To  scan,  select,  recognize,  cor- 
rect, decompress,  echo-cancel, 
visualize  or  otherwise  manip- 
ulate the  data  entails  still  fur- 
ther accelerations  of  process- 
ing power. 

Communications  proces- 
sors may  well  emerge  as  most 
efficient  for  many  of  these 
tasks.  The  idea  that  all  such 
functions  will  be  sucked  into 
the  CPU  has  a  long  history, 
but  motherboards  and  their 
buses  remain  as  crowded  as 
ever.  I  suspect  that  the  band- 
width explosion  will  offer 
many  opportunities  for  proces- 
sors specializing  in  communi- 
cations. 

Steven  Dorfman  of 
Hughes,  I  predict,  will  do  bet- 
ter both  for  his  company  and 
his  two-way  communications 
from  space  by  moving  quickly 
rather  than  slowly  to  low 
earth  orbits.  I  fully  share  his 
admiration  for  the  point-to 
multipoint-powers  of  DBS  and 
I  have  long  cited  them  as  a 
prime  reason  for  the  obsoles- 
cence of  cable  TV  regulations 
based  on  the  assumption  of 
monopoly.  Indeed,  I  predict 
far  more  than  10  million 
users  by  2000  if  Hughes  and 
its  suppliers  can  meet  the 
demand.  But  satellite  and 
cable  TV  vendors  will  prosper 
best  by  providing  two-way 
channels  for  the  110  million 
personal  computers  in  the 
land.  I  expect  that  these  chan- 
nels— particularly  CATV,  not 
ISDN — will  provide  the  domi- 
nant access  channel  for  com- 
puters over  the  next  decade. 

Above  all,  I  hope  that 
whoever  Andy  Grove  fears 
most,  it  is  not  Michael  Ovitz. 
Grove  goes  Hollywood  and 
we'll  all  be  in  trouble.   ■ 
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FORBES  ASAP  advertisers  have 
much  to  offer  ASAP  readers.  To 
receive  free  information  from  any 
of  the  following  advertisers, 
simply  fill  out  the  attached  FREE 
INFORMATION  PLUS  card,  check 
the  box(es)  of  each  advertiser 
that  interests  you  and  drop  the 
card  in  the  mail.  OR  Order 
information  toll  free,  24  hours  a 
day  by  calling  1-800-463-6903. 
OR  Fax  your  completed  card  to 
us  at  (312)  922-3165. 


COMMUNICATIONS 


1.  ANIXTER,  INC.  Anixter  is  a  global 
networking  and  wiring  systems  specialist 
supplying  products  and  services  for  the 
transmission  of  data,  voice,  video  and 
multimedia. 

2.  SOURCE,  INC.  SOURCE,  the  nation's 
leading  supplier  of  both  new  and  pre- 
owned  communications  products, 
provides  product  support,  repair  and  con- 
sulting for  all  major  manufacturers' 
equipment. 

•  Communications  Networks  Group  • 

3.  NEC  AMERICA,  INC.  NEC  America 
Corporate  Networks  Group.  NEAX  2000 
IVS. 


•  Information  Management  Systems  • 

4.  MICROAGE  INFOSYSTEMS  SER- 
VICES MicroAge  and  MicroAge 
Infosystems  Services  markets  information 
technology  products  and  services  through, 
and  in  partnership  with  the  international 
network  of  more  than  1,500  franchised, 
company-owned  and  affiliated  reseller 
locations. 


Financial  Services 

5.  TWENTIETH  CENTURY  MUTUAL 
FUNDS  Find  out  more  about  Twentieth 
Century's  family  of  no-load  mutual  funds. 
Call  1-800-345-2021  today. 

•  Computer  Training  • 

6.  PRODUCTIVITY  POINT  INTER- 
NATIONAL Productivity  Point  International 
provides  instructor-led  software  training  to 
the  corporate  market  throughout  the  US  and 
Canada.  Over  350  courses  -  all  customizable 
-  are  available  at  80  PPI  training  centers, 
covering  the  needs  of  end-users  and  com- 
puter professionals. 

•  Mobile  Security  Robots  • 

7.  CYBERMOTION  MOBILE  ELEC- 
TRONIC SYSTEMS  Cybermotion  Inc.,  of 
Salem,  VA,  builds  the  SR2  Security 
Robotic  System,  a  rugged  self-guided 
vehicle  equipped  for  security,  firewatch, 
and  environmental-monitoring  patrol. 


SOFTWARE 


•  Investing  • 

8.    CHARLES  SCHWAB  &  CO.,  INC. 

CHARLES  SCHWAB  &  CO.,  INC. 
Streetsmart,  the  first  investing  software 
for  Windows,  lets  you  place  your  own 
trades  and  saves  you  an  extra  10%  every 
time  you  invest.  1-800-472-4922-  x74B 


HARDWARE 


9.  NEC  NEC  offers  a  wide  range  of  com- 
puters, telecommunications  products  and 
electron  devices. 

10.  ZENITH  DATA  SYSTEMS.  1-800- 
289-1322  x5123.  Z-N0TEFLEX  comes 
equipped  with  five  user-configurable 
components,  local  bus  technology,  multi- 
media capabilities  for  more  mobile 
professionals  and  runs  a  range  of  CPU's 
including  Intel's  DX4. 

•  Fax  • 

11.  DANKA/OMNIFAX 


Projection  Systems 
12.  SHARP  ELECTRONICS  CORP.,  LCI 
PRODUCTS  GROUP  New  Sharp  XG 
E650U  portable  multimedia  LCD  Projecto 
Easily  connects  to  your  PC  and  Vide 
Source.  Exceptionally  lightweight,  eas\ 
to-use  and  ultra-reliable.  $7,99 
Suggested  List. 


•  Area  Development  • 

13.  VIRGINIA  DEPARTMENT  OF  EC( 
NOMIC  DEVELOPMENT  Virginia 
home  to  more  than  600  industrial  sites  f 
relocation/expansion  as  well  as  the  lov 
est  workers  compensation  insurant 
rates,  excellent  fiscal  management,  and 
strong  right-to-work  law. 
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AURA  TYSON 


D.  C.  techies  cheered  when  she  became  chief  economic  adviser.  Two  years  and  a  tax 
I  hike  later,  the  jury's  still  out  on  whether  the  technology  industry  is  better  off. 


When  President  Clinton  chose  Laura 
D'Andrea  Tyson  two  years  ago  as  his 
chief  economic  adviser,  wonks  inside 
the  network  of  Washington's  technol- 
ogy -policy  think  tanks  applauded  the 

Id  (appointment.  For  years,  policy  bou- 
itiques  such  as  the  Institute  for  Inter- 
national Economics  and  the  Council 
on  Competitiveness  had  issued  white 
papers  detailing  what  they  saw  as  a 
declining  U.S.  technology  industry 
that  couldn't  compete  with  the  eco- 

Jnomic  juggernauts  of  Japan  and  Ger- 
Mmany.  Finally,  one  of  their  own,  a 


FB 


it,  ad 
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member  of  the  Washington  technolo- 
gy crowd,  had  made  it  to  the  White 
House. 

Tyson  has  published  many  books 
and  papers  about  technology,  often 
collaborating  with  Lester  Thurow  and 
Chalmers  Johnson.  One  in  particular, 
VV/io's  Bashing  Whom:  Trade  ConfHct 
\in  High  Technology  Industries, 
caught  the  Clinton  team's  attention. 
The  book  said  there  were  "market 
imperfections"  in  high  technology, 
and  called  for  "cautious"  activism  on 
industrial  policy. 

After  two  years,  the  assessment  of 
Tyson  remains  mixed.  The  CEA 
Y (J  chairman  initiated  a  SI  billion  federal 
program,  the  National  Flat  Panel  Dis- 
play Initiative,  to  serve  as  a  "case 
rjjj study"  for  other  industrial  projects. 
^  Peter  Mills,  CEO  of  the  offshoot  Flat 
Panel  Display  Consortium,  tells 
^j Forbes  ASAP  the  group  will  help  U.S. 
Ul?  electronics  companies  recover  from 
ai| the  "strategic  miscalculation"  made 
"by  ceding  95%  of  the  flat-panel  mar- 
ket to  Japan.  Tyson  has  worked  on 
other  technology  projects  too,  and  she 
says  federal  legislation  to  free  the  tel- 
fljifg'cos  and  cable  companies  to  compete 
could  quickly  add  $100  billion  to  the 
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The  deficit  reduction 
helped  give  up  the 
sustained  period  of 
declining  interest  rates. 
That  was  an  important 
variable,  at  a  moment 
when  the  economy  need- 
ed an  injection....!  don't 
know  of  any  study  that 
would  relate  income  tax 
rates  on  the  rich  to  the 
creation  of  high-tech 
start-up  companies. 
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economy.  Tyson  recently  met  with 
Forbes  ASAP  to  discuss  those  and 
other  questions. 

asap:  We've  read  your  book,  Who's 

Bashing  Whom... 

tyson:  I  haven't  read  it  in  a  couple  of 

years. 

asap:  We    presume    you    know    it, 

though. 

TYSON:  I  hope  SO. 

asap:  The  book  elliptically  refers  to  the 
famous  "potato  chips  and  computer 
chips"  statement  made  by  President 
Bush's  economic  adviser,  Michael 
Boskin. 

tyson:  There's  some  debate,  though, 
whether  it  was  him. 
asap:  That's  true.  But  it  is  generally 
attributed  to  him.  What  do  you 
think?  Does  it  matter  for  the  econo- 
my whether  the  U.S.  makes  potato 
chips  or  computer  chips? 
tyson:  We  know  where  the  U.S.'s  com- 
parative advantage  is — it's  moving  in 
the  direction  of  technology  and  skills. 
Sectors  do  differ.  In  my  book,  it 
shows  that  they  differ  on  wage  levels, 
on  education  levels,  on  R&D  intensi- 
ty levels,  on  export  levels.  And  it 
seems  to  me  that  over  time,  it  is 
important  for  the  economy  to  evolve 
in  ways  which  generate  opportunities 
for  high-wage  growth  in  technology- 
intensive  industries. 
asap:  You  pushed  for  the  National  Flat 
Panel  Display  Initiative,  for  a  specific 
sector.  What's  the  thinking  behind 
that? 

tyson:  The  argument  is  that  flat-panel 
displays  are  a  very  important  element 
in  high-technology  defense  strategy, 
which  is  what  the  U.S.  has  and  is 
likely  to  have  more  of  in  an  era  of 
declining  defense  budgets.  So  if  you 
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take  the  notion  that 
displays  are  an  impor- 
tant component  of  the 
national  defense,  then 
the  question  becomes 
how  best  to  design 
policy  in  pursuit  of 
the  objective  of  having 
a  reliable  supply  base 
of  displays. 

asap:  About  110  com- 
panies have  signed  up  for  the  consor- 
tium. What  does  that  show? 
tyson:  What  it's  showing  is  that  there 
are  companies  interested  in  compet- 
ing for  the  R&D  support,  and  that 
they  are  willing  to,  as  a  condition  of 
competing,  commit  to  funding  half  of 
the  R&D  activity  and 
also  commit  to  setting 
up  the  production 
activity  in  the  U.S.  So 
we  set  the  terms  of 
the  competition,  a 
condition  which  had 
not  been  set  before. 

You  can't  spend 
money  for  a  produc- 
tion base  that  decides 
it  is  really  for  civilian 
purposes  and  it  is  not  going  to  sell  to 
DOD  [Department  of  Defense]. 
asap:  But  we're  getting  mixed  signals 
about  this  program.  We  talked  to 
Peter  Mills,  the  CEO  of  the  consor- 
tium, and  his  idea  of  the  consortium 
is  to  compete  against  Japan  in  the 
commercial  market. 
tyson:  The  companies 
can  easily  have  that  as 
an  objective.  They're 
spending  half  of  the 
research  project's  total 
money.  Presumably, 
their  interest  is  not 
just  the  DOD,  but  the 
civilian  market.  So 
I'm  not  surprised  at 
that.  Here  you  have 
goals  on  i  Lent  side,  and 

goals  on  th<  .  sector  side,  which 

are  complementary. 
asap:  Why  shoi  •  i\  ernment  step 

in  and  fund  this  gh? 

tyson:  The  Japan,  inpanies  have 

made  it  very  clea;  hat  they  are  not 
going  to  be  suppliers  to  the  Defense 
Department. 
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asap:  With  the  end  of  the  Cold  War, 
hasn't  the  idea  of  government 
involvement  in  the  economy  become 
passe? 

tyson:  No,  with  the  end  of  the  Cold 
War,  the  U.S.  will  begin  to  underin- 
vest.  We  had  a  whole  economy  that 
benefited  from  R&D  spending.  Most 
of  that  was  for  defense  and  space. 
What  we're  trying  to  do  is  pay  more 
attention  today  to  dual-use  technolo- 
gies— those  that  have  a  defense  and 
space  and  civilian  application. 
asap:  When  you  were  appointed,  there 
was  a  lot  of  interest  in  the  Washing- 
ton technology-policy  community 
because  of  your  background  in  these 
issues.  What  sort  of  agenda  did  you 
have? 

tyson:  I  think  that  the  technology  bent 
of  the  administration  was  formulated 
very  well  during  the  campaign  and 
has  been  carried  out.  We  have  been 
involved  in  those  efforts.  So  this  is 
true  that  this  council  knows  about 
these  issues,  and  is  working  on  them. 
But  the  agenda  itself  was  very  well- 
defined  in  the  campaign — to  shift 
funding  in  ways  that  programs  would 
move  toward  the  marketplace. 
asap:  What  accomplishments  have  you 
had  during  your  tenure  here? 
tyson:  On  technology?  Yeah,  we  can 
talk  about  technology.  We  worked 
on  the  telecommunications  policy 
with  the  office  of  the  vice  president. 
The  Technology  Reinvestment  Pro- 
ject grew  out  of  a  commitment  to 
use  technology  dollars  to  aid  defense 
conversion.  The  questions  were: 
How  do  you  do  that?  What's  the 
form  of  competition?  What  are  the 
guidelines?  We've  also  been  thinking 
about  questions  concerning  foreign 
participation. 

asap:  Do  you  think  the  [1993]  tax 
increases  and  deficit  reduction  helped 
improve  the  economy? 
tyson:  For  short-term  improvement, 
yes.  I  would  stand  by  our  analysis. 
The  deficit  reduction  helped  give  up 
the  sustained  period  of  declining 
interest  rates,  and  that  was  an  impor- 
tant variable,  at  a  moment  when  the 
economy  needed  an  injection. 
asap:  Executives  have  said  to  us,  "If 
the  administration  wants  to  help  the 
technology  industry,  why  has  it  raised 


taxes  on  the  wealthy,  who  provide 
funds  to  help  start-up  companies?" 
What  would  you  say  to  that? 
tyson:  What  I  would  say  to  that  is  that 
I  don't  know  of  any  study  that  would 
relate  income  tax  rates  on  the  rich  to 
the  creation  of  high-tech  start-up 
companies. 

asap:  How  often  do  you  talk  with 
industry  to  discern  the  impact  that 
such  policies  will  have  on  them? 
tyson:  There's  no  organized  mecha- 
nism. Some  people  call,  comt 
through.  Or  I  give  speeches.  We  tenc 
not  to  get  industry-specific  requests 
which  is  nice. 

asap:  That's  how  business  has  access 
to  you.  What  kind  of  access  do  yon 
have  to  your  boss,  the  president? 
tyson:  What  a  strange  question!  W< 
have  a  regular  briefing  with  him  once 
a  week.  We  deal  with  him  several 
times  a  week  in  terms  of  analysis,  stai 
tistics.  And  then,  in  any  given  perio( 
of  time,  it  depends  on  the  issue. 

Tyson's  chief  of  staff  Tom  O'Don 
nell  bursts  into  the  room. 
o'donnell  Gene,  Gene.  I  would  like  t« 
establish  some  ground  rules  heret 
What  land  of  a  story  is  this? 
tyson:  Well,  I  think  we  went  all  ove. 
the  place.  We  were  talking  about  ta:* 
policy  and... 

o'donnell  We  can  be  on  the  record, 
don't  know.  I  didn't  hear  any  of  th 
answers.  We  can  be  on  the  record  o: 
technology,  but  will  have  to  cleai 
some  of  the  other  answers  becaus 
we've  gone  too  far  afield.  Is  that  a. 
right? 

asap:  We'll  fact  check  everything  wit , 
you.  We  have  fact-checkers  who  d 
that. 

O'donnell  No.  I'm  not  talking  aboi 
fact  checking.  I'm  talking  about  clea 
ing  quotes.  Do  you  have  any  discon 
fort  with  that? 

asap:  You  can't  stop  in  midstreai 
and... 

tyson:  We  can  stop  you  right  nov 
Your  attitude  through  this  who] 
thing  has  been  what  I  would  call  n< 
particularly  easy. 

O'donnell:  Gene,  Gene.  It's  over!  OI1 
And  I'll  talk  with  your  editor.  Is  th 
Forbes  or  Fortune! 
tyson:  Forbes. 
o'donnell  OK.  Thanks.  A! 

Forbes  AS/ 


For  Your  Next  Meeting,  Aim  a  Little  Higher. 
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Deep  in  the  Southern  Rockies  lie  two  hundred  and  fifty  spectacular  square  miles 

known  as  Forbes  Trinchera.  Its  tallest  peak  reaches  14,345  feet  into  the  Colorado  sky,  and  its 

mountains  sweep  down  into  valleys  as  green  and  fertile  as  a  Kentucky  meadow. 

This  historic  tract  of  land  was  bought  by  publisher  Malcolm  S.  Forbes  in  1969  as 

a  natural  escape  to  a  place  far  from  Wall  Street  and  corporate  stress.  It  is  this  aspect  of  this 

wonderful  land  that  the  Forbes  family  have  decided  to  share  with  like-minded  colleagues. 

The  buildings  of  Forbes  Trinchera  have  been  remodeled  to  provide  superb 
accommodation,  but  it  is  still,  essentially,  a  ranch. 

Whilst  there,  you  can  ride  the  land  on  horseback,  or  on  trail-bike.  You  can  fly-fish  on  its  miles 

of  streams,  or  hike  its  thousands  of  trails.  You  will  have  special  rights  at  a  nearby 

golf  and  swimming  club,  or  you  can  shoot  skeet  until  every  clay  looks  as  big  as  a  house. 

And,  when  there's  work  to  be  done,  our  main  conference  room  can  seat  up  to  sixty. 

However  you  choose  to  use  it,  Forbes  Trinchera  will  provide  a  lookout  point  from  which  to  view 
the  world.  Two  hundred  and  fifty  square  miles.  Fifty  staff.  Mountains.  Valleys.  Lakes.  Sueams. 

Call  1-800-FORBES-5,  and  allow  us  to  tell  you  more. 

Forbes  Trinchera  Ranch 

A  Forbes  Executive  Retreat 
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By   Owen   Edwards 


OFT  NO  MORE 


HAS  AMERICAN  INDUSTRY 
gone  soft?  Maybe  not  on  the 
business  side  of  the  ledger,  but 
when  it  comes  to  nomenclature  in 
the  technology  mills,  definitely.  Ever 
since  some  nerd  wordsmith  saw  fit  to 
differentiate  "software"  from  hard- 
ware, an  industry  that  is  shaping  the 
future  as  dramatically  as  the  railroads 
once  did  has  been  awash  in  names  as 
limp  as  anything  produced  by  the 
"self-fulfillment"  movement. 

What's  in  a  name?  Fair  question. 
After  all,  a  rose  by  any  other  name 
still  costs  $75  a  dozen  in  downtown 
Manhattan.  And  if  some  hard-charg- 
ing company  with  a  sensational 
price/earnings  ratio  happens  to  be 
called,  let's  say,  TeenyFlaccid  Inc., 
the  stock  isn't  worth  a  penny  less. 
But  the  names  of  companies  and 
products  affect  the  way  consumers 
feel.  When  Minnesota  Mining  & 
Manufacturing  starts  referring  to 
itself  as  3M,  more  is  going  on  than 
just  the  search  for  a  tidy  logo.  A  shift 
takes  place;  smokestacks  and  muscu- 
lar labor  give  way  to  smooth  glass 
corporate  headquarters  and  ungritty 
work  done  at  uncluttered  desks. 

When  tl  mdustrial  revolution 
changed  the  world,  companies'  names 
reflected  the  ma  erials  they  used  and 
the  work  they  did:  U  S,  Steel,  Stan- 
dard Oil,  General  Motors,  Interna- 
tional Business  Machines.  A  brawny 
sound  of  sinew  and  sweat  evoked  the 
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power  of  the  country  itself. 

With  the  second  industrial  revolu- 
tion, just  a  few  years  back,  the  name 
game  went  lame.  Maybe  the  fault  lies 
in  the  essential  materials.  Sheets  of 
steel  drove  the  first  great  wave  of 
American  expansion,-  wafers  of  silicon 
are  powering  the  second.  Once,  you 
could  sing  about  a  "steel  drivin' 
man"  and  paint  murals  celebrating 
giant  gears  and  cogs,  but  who  can 
rhapsodize  about  "clean  rooms" 
where  technicians  in  shower  caps 
examine  tiny  glass  chips?  John  Henry 
doesn't  work  here  anymore. 

At  the  heart  of  the  matter — and 
the  technology — is  the  semiconduc- 
tor. To  the  untutored  ear,  this  device 
has  an  equivocal  sound,  like  some- 
thing that  does  a  job  halfway.  In 
"semi"  lurks  a  hint  of  caution.  Insid- 
ers know  better,  of  course.  But  my 
guess  is  that  in  the  public's  mind, 
timidity  is  what  makes  semi  run. 

Downsizing,  Linguistic  Division 

The  problem  is  one  of  scale.  In 
technology,  small  is  decidedly  beauti- 
ful. Where  once  we  glorified  Big  Steel, 
Big  Blue  and  Detroit's  Big  Iron,  now 
we  obsess  about  how  much  data  can 
dance  on  the  head  of  a  pin.  The  result 
has  been  a  rash  of  eensy-weensyism 
that  makes  an  impact  industry  sound 
like  the  enterprise  of  elves.  It's  tough 
to  be  inspired  in  a  big  way  by  a  Santa 
Ana,  Calif.,  company  called  Microse- 
mi,  however  impressive  its  work. 
Can  there  be  a  more  self-contradicto- 
ry name  than  Micro  Dynamics?  Or 
more  curious  than  Micro  Warehouse? 
The  micro  imperative  has  produced 
MicroBilt,  MicroProse  (of  which  I've 
written  my  share),  Microtec,  Micro- 
Touch,  and  so  on  down  the  slippery 
slope. 

Then  there's  the  soft  factor.  If  only 
the  stuff  that  makes  everything  go 
had  been  called  Workware,  or  Force- 


ware... anything  with  a  little  bite  to 
it.  But  no,  the  Dali-esque  landscape  is 
littered  with  such  nominal  jellyfish 
as  Softbridge,  SoftKlone,  Softool  (oh, 
please!),  Soft-Kat,  KidSoft,  PeopleSoft. 
And,  of  course,  Microsoft,  an  800- 
pound  warm  and  fuzzy  gorilla.  Accu- 
rate names,  maybe,  but  not  exactly 
hard-hitting.  Which  is  why  Ross 
Perot  didn't  approach  the  Pentagon 
with  a  company  called  Soft  anything. 
Ross  is  made  of  sterner  stuff.  Elec- 
tronic. Data.  Systems.  End  of  story. 

Because  so  many  information 
technology  companies  started  small 
operations,  with  idealistic  ambitions, 
New  Age-isms  abound.  There's 
Apple,  of  course,  with  its  back-to-' 
Eden  implications.  And  a  veritable. 
Heliopolis  of  warm  70s  suns:  Sun-i 
flex,  SunPics,  SunSoft,  Sunrise  Soft- 
ware, and  before  long,  no  doubt, 
Sunny  &  Shareware. 

The  industry's  generational  clock 
is  ticking,  however.  Consider  this^ 
The  young  people  now  joining  the 
ranks  of  technology  consumers  have 
grown  up  at  video  screens,  vaporizing 
aliens,  karate-chopping  goons,  anc 
generally  raising  hell.  The  games 
these  people  play  have  big,  scar) 
names  like  Doom,  Streetfighter  anc 
Mortal  Kombat.  They  are  a  kick-ass 
lot,  far  from  the  Woodstock  Natior  | 
and  "We  Are  The  World."  Smal 
wonder,  then,  that  the  word  "power' 
is  suddenly  the  hot  new  mantra.  Wit 
ness  the  shift  of  the  Computer  Solu 
tions  company  to  Powersoft,  taking  i 
halfway   to   the   new   world.   Thi 
"power"  ploy  makes  sense.  Wouldn' 
somebody  who  has  zapped  a  millioi 
monsters  rather  have  a  PowerBool 
than  a  Newton?  It's  time  the  indus 
try's  marketers  went  to  boot  camp,  fc 
emerge  with  triceps  pumped  an 
body  fat  burned  away. 

All  right  you  little  softies,  gimm 
50! 
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Do  you  want  to  learn  how  remote  and  wireless  computing 
can  help  increase  productivity?  Or  find  out  how  to  integrate 
new  unplugged  technologies  with  your  existing  ones? 

Then  hold  onto  your  wrist  radio.  Because  Network 
'World  Unplugged— the  first  and  only  show  to  focus  on 
the  real-world  challenges  of  remote  computing  and 
wireless  networking — is  coming  to  the  New  York  Hilton, 
April  11-13,  1995. 

Witness  the  latest  in  unplugged  hardware,  software 
and  solutions  firsthand.  Hear  from  industry  leaders  like 

Mel  Trudeau,  CIO,  Official 
Airline  Guides.  And  walk 
away  with  practical  ideas, 
insights  and  information  on 
how  to  provide  unplugged 
users  with  anywhere, 
anytime  access  to  the 
corporate  network. 

Don't  miss 
Network  World  Unplugged's 
in-depth  tutorials  and 
conference  sessions.  The 
Applications  Solutions 
Track  covers  topics 
ranging  from  remote  LAN 
and  database  access  to 
getting  mobile  applications 
on  the  air.  And  the 
Integrators  Forum  features 
sample  RFPs  for  deploying 
'  and  supporting  a  mobile  workforce  and  improving 
productivity  in  retail,  distribution,  finance  and  insurance. 


IBITOR  LIST  (aso/Dec.  I) 

AirODet  Wireless  Communication 
ARDIS  •  AT&T  •  Bay  New  orki  •  Brock 
mrol  Systems  •  Cabletron  Sy  stems  • 
yman  Systems  •  Cellular  One  •  Cisco 
stems  Inc  •  Communications  News  • 
■mpuServe  •  Cylink  •  Datadirect  & 
bledirect  •  Datapro  Information  Services 
foup  •  DCA  •  Delia  Computet  Inc.  •  Digital 
ipment  Corporation  •  IBM  •  Information 
;ement  Associates  •  LCI  •  LXE  •  MCI  • 
ighlin  &  Associates  •  Metricom  • 
ave  Bypass  Systems  •  Mobile 
te  Products  Corporation  •  MobileWare 
Motorola  Wireless  Data  Group  • 
Portable  Computing  Professional 

•  NEC  Technologies  Inc.  •  Network 

•  Network  Professional  Assoc  (NPAi  • 
Corporation  •  Notable  Technologies  • 

ink  •  NYNHX  Mobile  Communications  • 
Communication  Sciences  Inc  •  Pen 
luting  Magazine  •  Persoft  Inc.  •  Proxim 
PSION  Inc  •  Racotek  •  RAM  Mobile 
Retail  Info  Systems  News'  Simware 
Solectck  Corporation  •  Spnni  • 
le  Technologies  Inc  •  Steinbrecher 
lion  •  Symbol  Technologies  • 
x  Communications  •  TechSmith 
on  •Tclepartner  International  • 
On  •  XcelleNet  •  Xircom 


Network  World  Unplugged  is 

sponsored  by  Forbes  ASAP — the 

technology  supplement  to  Forbes 

magazine.  And  it's  co-produced  by 

Network  World,  IDG's  newsweekly  shaping 

the  future  of  network  computing  in  the  enterprise, 

and  IDG  World  Expo,  the  leading  producer  of  professional 

conferences,  expositions  and  seminars  for 

the  information  technology  industry. 

So  you're  assured  of  a  first-class  event. 

Register  for  Network  World 
Unplugged  today.  It  would  be  a 
crime  to  miss  it. 


Dick  Tracy  <S  &  ©.  1994,  Tribune  Media  Services.  Inc 

All  Rights  Reserved  Unplugged  is  a  service  mark  of  IDG  World  Expo. 


/  j  » 

n 

The  Anywhere 

Anytime 

Computing 

Conference  And 

Exposition 

NETWORK 

WORLD 

INPLUGGED 

• 


Forbes 


m 


m  IDG    MMfflUitmum 

IRLDEXPO 


NETWORK  WORLD  UNPLUGGED  APRIL  11-13, 1995 

Sign  up  for  your  FREE  Exhibits  Badge.  Or  save  up  to  $200  on  selected  conference  packages. 
Check  one: 

□  Please  send  me  information  about  registering  for  my  FREE  Exhibits  Badge. 

□  Please  send  me  information  about  registering  for  the  conference  program. 

D  Reserve — without  obligation — my  discount  of  up  to  $200  off  selected  conference  packages. 

Complete  and  return  this  form  to:  Network  World  Unplugged,  c/o  IDG  World  Expo, 
1 1 1  Speen  Street.  P.O.  Box  91 07.  Framingham.  MA  01 70 1-9 107.  Or  call  us  toll-free  at 
800-225-4698  in  the  U.S.,  or  508-879-6700.  For  fastest  service,  fax  us  at  508-872-8237. 
Or  contact  us  via  e-mail:  unplugged(s<idgwec.com. 
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Peters    Principles 

continued  from  page  110 

that  real  people  are  trying  (e.g.,  the 

EMI  Records  Group  story,  in  this 

issue). 

Success,  says  premier  car  dealer 
Carl  Sewell  (as  honest  as  the  day  is 
long),  hinges  on  grand  theft.  Sewell 
turned  a  little  dealership  into  a  S350 
million  empire  by  reading  and  tour- 
ing— lifting  any  idea  from  anybody  in 
any  industry,  then  adjusting  it  quickly 
to  his  circumstances.  His  dealerships 
are  a  dab  of  Marriott,  a  touch  of  Amer- 
ican Airlines,  some  Mansion  at  Turtle 
Creek.  Sewell's  approach  goes  miles 
(and  miles)  beyond  tidy  benchmarking 
schemes:  It  is  a  ceaseless  and  catholic 
passion  for  cherry-picking  ideas  that 
may  work  at  his  place. 

Go  for  youth!  Information  systems 
is  a  game  for  the  young!  In  the  last 
issue  of  Forbes  ASAP,  ABB  boss  Percy 
Barnevik  said  that,  though  he  was 
trained  as  a  computer  scientist,  at  53 
he  was  an  IS  has-been.  This  52-year- 
old  thinks  Barnevik  is  exactly  right:  I 
watch  six-year-olds  take  to  software, 
manuals  be  damned,  with  a  wonderful 
recklessness  that  I  can  only  dream  of. 
That's  not  to  say  there's  no  role  for  us 
graybeards,  but  mostly  it  means  that 
the  24-year-olds  (and  younger)  really 
get  this  stuff.  Beware  an  aging  IS  staff 
(i.e.,  too  many  31 -year-olds). 

Dare  to  be  outrageous!  Some 
40%  of  would-be  buyers  "actively 
disliked"  the  mock-ups  they  saw  of 
Renault's  prospective  Twingo;  on  the 
other  hand,  10%  "fell  in  love."  That 
would  have  sent  most  firms  back  to 
the  drawing  board.  The  inevitable 
result:  The  "problems"  that  bugged 
the  40%  would  have  been  fixed — and 
the  pizzazz  that  caused  the  minority 
to  fall  in  love  would  have  also  been 
rubbed  out.  In  this  (rare)  case, 
Renault  decided  to  gamble  on  the 
passionate  10%,  and  quickly  discov- 
ered the,  bad  a  full-fledged  winner 
on  their  hau 

As  the  us  irket  research  has 

increased,  so  ha  iti  ;ht  of  dull 

products.  While  [  lot  opposed  to 
listening  to  custo  or  line  exten- 

sions, rip-roaring  u  sses  only 
emerge  from  those  who  dare  to  follow 
their  quirky  bliss  to  someplace  no  one 
else  has  ever  been  before.  Most  who 
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follow  this  path  fail,  of  course;  on  the 
other  hand,  those  who  dare  to  be  out- 
rageous and  succeed  by  traveling  their 
lonely  roads  are  responsible  for  virtu- 
ally all  the  world's  progress. 

Support  mindless  optimism!  I 
have  a  good  friend  who  is  determined 
to  make  things  right.  She  allows  her 
passions  to  capture  her,  and  routinely 
takes  on  apparently  quixotic  ven- 
tures— then  ends  up,  most  of  the  time, 
pulling  them  off.  Sanity  has  its  place, 
but  an  unrealistic  belief  in  the  possi- 
bility of  success  (as  measured  by  deci- 
sion-tree pruning  procedures  taught  at 


I  know  of  no 
wildly  successful 
designer  or 
CEO  who  is  not  a 
perfectionist. 
I  know  of  no  wildly 
successful  designer 
or  CEO  who  does 
not  have  a  high 
tolerance  for 
disorder. 


the  average  B-school)  lies  behind 
almost  all  nifty  new  products  and  ser- 
vices. While  such  unrealism  (okay, 
arrogance)  will  eventually  trip  up  its 
carrier,  it  nonetheless  remains  the 
prime  driver  of  accomphshment. 

Never  look  back!  Henry  Royce 
refused  to  add  a  reverse  gear  to  the 
Rolls-Royce  until  1933.  He  didn't 
believe  in  going  backwards. 

Though  extraordinarily  intense,  the 
best  leaders  I've  encountered  have  a 
remarkable  ability  to  sleep  well  and 
wipe  today's  muddy  slate  clean  before 
they  douse  the  lights.  Though  driven 
by  a  burning  desire  to  make  their 
whatever  better,  they  take  life  as  it 
comes,  shrug  off  reverses  and  refuse  to 
be  overly  contemplative... or  install  a 
reverse  gear. 


Honor  paradox!  I  know  of  no 
wildly  successful  designer  or  CEO  or 
corporate  trainer  who  is  not  a  perfec- 
tionist. I  know  of  no  wildly  successful 
designer  or  CEO  or  corporate  trainer 
who  does  not  have  a  high  tolerance  for 
disorder.  This  contradiction  may  not 
rest  comfortably  on  the  shoulders  or 
between  the  ears,  but  it  seems  to  me 
to  be  an  essential  fact  of  (successful) 
life. 

Tell  the  truth!  Politics  is  life,  in 
two-person  families  and  200,000-per- 
son  businesses.  But  that's  a  cop-out. 
Some  families — and  most  business- 
es— are  hopelessly  "political." 
Intrigues  consume  most  of  the  day.  I 
Others,  though  frail  (as  are  all  humans \ 
and  human  institutions),  are  built  on  a 
foundation  of  truth-telling.  Bad  news 
is  not  sugar-coated  (and  the  messenger 
thereof  is  rarely  if  ever  shot).  Con^ 
tention  is  normal.  Teasing  is  com- 
mon. Super-large  egos  are  regularly 
batted  down.  And  perennial  intriguers 
are  dismissed. 

Basic  ideas  like  these  often  get  lost 
in  the  shuffle  of  evermore  (apparently, 
clever  gurus'  schemes.  Hence  this  tiny 
effort  to  right  the  balance.  Fine,  you. 
say;  but,  dear  guru,  if  one  subscribes 
to  the  above,  what  do  you  do  about  iti 

For  one  thing,  think  about  it 
Bedrock  notions  like  mshing  to  proto 
type  and  embracing  screwups  are 
ignored  amidst  the  craze  for  reengi 
neering  or  visioning  or  learning  orgai 
nizations  or  God  knows  whatever  the 
next  12  months  will  bring.  If  you're 
not  consciously  (and  continuously 
addressing  the  1 1  issues  I've  raise( 
here,  you  are  missing  the  speedin; 
boat. 

Second,  understand  that  you  cai 
hire  and  reinforce  these  traits.  If  yov 
want  a  bjanch  of  fearless  (of  failure! 
passionate  action-takers  in  your  fold 
then  recruit  passion  and  impatienc 
(forget  credentials);  and  give  your  nev 
hires  instant  responsibility,  quickl 
promoting  those  who  succeed. 

As  for  yourself,  fret  ceaselessl 
about  staleness:  What  precisely  hav 
you  done  in  the  last  120  days  (at  ag 
28  or  58)  to  genuinely  wake  up  an 
shake  up  your  own  routines?  A  pei 
sonal  rut  is  danger  No.  1  in  today' 
topsy-turvy  climate! 

Forbes  AS£  I 
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By  Tom  Peters 
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EMPHASIZE  THE  RIGHT  STUF 


Ah,  the  joy  of  good  friends!  "What's  it 
feel  like,"  asked  one,  an  inveterate 
tease,  "to  spend  your  life  helping  mid- 
dle managers  rearrange  the  papers  on 
their  desk?"  I  didn't  know  whether  to 
laugh  or  cry.  In  any  event,  it  got  me 
thinking  about  what's  really  impor- 
tant. And  what's  not. 

This  magazine  is  devoted  to  the 
earth-shattering  world  of  modern 
information  technology.  Yet  most  of 
us  (even  Forbes  ASAP  readers)  are 
waltzing  toward  the  future  when 
break-dancing  may  be  more  appropri- 
ate. Paradoxically,  to  get  from  here  to 
a  very  elusive  there  in  this  Absurd 
World  Order,  we  must  focus  on  some 
very  old-fashioned  stuff: 

Build  it  now!  Sometimes  I  think 
I've  only  learned  one  lesson  in  my  52 
years:  fust  do  something.  Innovation 
guru  Michael  Schrage  insists  that  a 
passion  for  hasty  prototyping  is  the 
single  most  important  dimension  of 
new-product  success.  I  agree. 

Some  people  and  some  (most)  firms 
ponder  and  ponder.  Some  just  instinc- 
tively fiddle — with  a  new  application, 
a  new  retail  format  (in  a  comer  of  the 
store,  at  least),  new  catalog  copy, 
whatever.  In  the  world  of  information 
systems,  whe;  \  generation  lasts  only 
a  few  month  is  an  abiding 

necessity  to  quil  ;  the  Ultimate 

Solution — and  g  n  with  cobbling 
something  togei  -t   that  will 

allow  you  to  lec  i  take  the 

next  step... fast. 

Embrace  failure 
suffers  from  a  debility  g  disease  at 
exactly  the  wrong  time:  an  u  I 
desire  to  be  protected  from  all 
At  the  drop  of  a  hat  someone  will  sue 
his  or  her  broker  for  lousy  stock  picks 
or  a  manufacturer  for  designing  a  lad- 
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uit  seeking 
\the  Ultimate 
Solution  for  your 
formation  systems. 
Get  on  with  cobbling 
something  together 
fast  that  will  allow 
you  to  learn  enough  to 
take  the  next  step. . . 
fast. 


der  that  doesn't  perform  well  when 
both  legs  are  placed  on  ice.  How  trag- 
ic for  a  nation  bom  and  bred  on  entre- 
preneurship — i.e.,  a  willingness  to  go 
for  it,  an  ethos  of  perpetual  reinven- 
tion, a  readiness  to  discard  yesterday's 
skins  with  as  little  thought  as  the 
snake  getting  set  for  the  year  ahead. 

At  age  eight  or  68,  one  moves  for- 
ward into  the  unknown  via  many  tri- 
als— and  many,  many  errors.  One 
leaps  forward  courtesy  many  big 
errors.  Error  is  the  spice  of  life,  for 
rock  climbers,  artists  and  informa- 
tion systems  and  purchasing  profes- 
sionals alike. 

The  organization,  small  or  large, 
high-tech  or  low,  that  revels  in 
screwups  is  moving  in  the  right 
direction.  "It's  the  mistakes  that  real- 
ly count  if  you  want  to  get  ahead,"  a 
scientist  friend  of  great  renown 
reminds  us. 

Keep  smiling!  You'll  never  do  any- 
thing interesting  right  the  first,  or 
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31st,  time.  Given  that  obvious  fact, 
success  at  anything  ends  up  being 
built  on  an  institutional  (as  well  as 
personal)  sense  of  humor.  Shops  and 
labs  and  marketing  departments  that 
peal  with  laughter  about  life's  quirks 
are  healthy.  Those  that  don't,  aren't. 
By  the  way,  you  can  do  something  to 
make  this  happen.  Southwest  Air- 
lines'  iconoclastic  chief  Herb  Kelleher 
swears  he  hires  people,  first  and  fore- 
most, based  on  their  sense  of  humor. 
Hint:  He's  serious. 

Cherish  curiosity!  Some  people 
are  always  nosing  about.  Some  keep 
their  noses  clean.  Curiosity  is  normal 
at  age  six,  much  less  so  at  age  26  after 
the  school  system  has  drummed  it  out 
of  most  of  us. 

"Twelve  is  about  Ben  [Bradleej's 
real  age,"  said  a  close  friend  of  the  leg- 
endary Washington  Post  editor. 
Bradlee  himself  confessed  to  "compul- 
sive spontaneity"  and  "advanced 
immaturity."  These  are  not  the  traits 
you  read  about  in  leadership  texts— 
and  yet  they  are  precisely  what  makes 
for  success  in  these  increasingl> 
ambiguous  times. 

Steal  the  world  blind!  Editor  Rich 
Karlgaard  used  his  opening  statemem 
a  couple  of  issues  ago  to  rip  the  busi 
ness  schools  for  being  hopelessl) 
behind  the  times;  today's  front-edg( 
researchers,  he  said  self-servingly,  an 
reporters.  As  an  old  B-school  guy,  a 
first  I  was  put  off  by  his  remarks  • 
Then  I  realized  that  he  was  right. 

I  don't  read  columns  like  mine 
And  certainly  don't  waste  time  wit! 
the  Harvard  Business  Review.  Instea( 
I  scour  the  pages  of  this  magazine 
Computer  world,  Information  Week 
whatever,  for  the  details  of  neat  stuf 
continued  on  page  10\ 
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EMPHASIZE  THE  RIGHT  STUFI 


Ah,  the  joy  of  good  friends!  "What's  it 
feel  like,"  asked  one,  an  inveterate 
tease,  "to  spend  your  life  helping  mid- 
dle managers  rearrange  the  papers  on 
their  desk?"  I  didn't  know  whether  to 
laugh  or  cry.  In  any  event,  it  got  me 
thinking  about  what's  really  impor- 
tant. And  what's  not. 

This  magazine  is  devoted  to  the 
earth-shattering  world  of  modern 
information  technology.  Yet  most  of 
us  (even  Forbes  ASAP  readers)  are 
waltzing  toward  the  future  when 
break-dancing  may  be  more  appropri- 
ate. Paradoxically,  to  get  from  here  to 
a  very  elusive  there  in  this  Absurd 
World  Order,  we  must  focus  on  some 
very  old-fashioned  stuff: 

Build  it  now!  Sometimes  I  think 
I've  only  learned  one  lesson  in  my  52 
years:  Just  do  something.  Innovation 
guru  Michael  Schrage  insists  that  a 
passion  for  hasty  prototyping  is  the 
single  most  important  dimension  of 
new-product  success.  I  agree. 

Some  people  and  some  (most)  firms 
ponder  and  ponder.  Some  just  instinc- 
tively fiddle — with  a  new  application, 
a  new  retail  format  (in  a  comer  of  the 
store,  at  least),  new  catalog  copy, 
whatever.  In  the  world  of  information 
systems,  where  a  generation  lasts  only 
a  few  months,  there  is  an  abiding 
necessity  to  quit  seeking  the  Ultimate 
Solution — and  get  on  with  cobbling 
something  together  fast  that  will 
allow  you  to  learn  enough  to  take  the 
next  step... fast. 

Embrace  failure!  American  society 
suffers  from  a  debilitating  disease  at 
exactly  the  wrong  time:  an  urgent 
desire  to  be  protected  from  all  risks. 
At  the  drop  of  a  hat  someone  will  sue 
his  or  her  broker  for  lousy  stock  picks 
or  a  manufacturer  for  designing  a  lad- 


uit  seeking 
\the  Ultimate 
Solution  for  your 
information  systems. 
Get  on  with  cobbling 
something  together 
fast  that  will  allow 
you  to  learn  enough  to 
take  the  next  step. . . 
fast. 


der  that  doesn't  perform  well  when 
both  legs  are  placed  on  ice.  How  trag- 
ic for  a  nation  bom  and  bred  on  entre- 
preneurship — i.e.,  a  willingness  to  go 
for  it,  an  ethos  of  perpetual  reinven- 
tion, a  readiness  to  discard  yesterday's 
skins  with  as  little  thought  as  the 
snake  getting  set  for  the  year  ahead. 

At  age  eight  or  68,  one  moves  for- 
ward into  the  unknown  via  many  tri- 
als— and  many,  many  errors.  One 
leaps  forward  courtesy  many  big 
errors.  Error  is  the  spice  of  life,  for 
rock  climbers,  artists  and  informa- 
tion systems  and  purchasing  profes- 
sionals alike. 

The  organization,  small  or  large, 
high-tech  or  low,  that  revels  in 
screwups  is  moving  in  the  right 
direction.  "It's  the  mistakes  that  real- 
ly count  if  you  want  to  get  ahead,"  a 
scientist  friend  of  great  renown 
reminds  us. 

Keep  smiling!  You'll  never  do  any- 
thing interesting  right  the  first,  or 


31st,  time.  Given  that  obvious  fact/ 
success  at  anything  ends  up  being  j 
built  on  an  institutional  (as  well  as 
personal)  sense  of  humor.  Shops  and 
labs  and  marketing  departments  that 
peal  with  laughter  about  life's  quirks 
are  healfhy.  Those  that  don't,  aren't. 
By  the  way,  you  can  do  something  to 
make  this  happen.  Southwest  Air- 
lines' iconoclastic  chief  Herb  Kelleheri 
swears  he  hires  people,  first  and  fore- 
most, based  on  their  sense  of  humor. 
Hint:  He's  serious. 

Cherish  curiosity!  Some  people^ 
are  always  nosing  about.  Some  keep, 
their  noses  clean.  Curiosity  is  normal 
at  age  six,  much  less  so  at  age  26  after 
the  school  system  has  drummed  it  out' 
of  most  of  us. 

"Twelve  is  about  Ben  [Bradleej's 
real  age,"  said  a  close  friend  of  the  leg-, 
endary  Washington  Post  editor. 
Bradlee  himself  confessed  to  "compul- 
sive spontaneity"  and  "advanced 
immaturity."  These  are  not  the  traits 
you  read  about  in  leadership  texts — 
and  yet  they  are  precisely  what  makes 
for  success  in  these  increasingly 
ambiguous  times. 

Steal  the  world  blind!  Editor  Rich 
Karlgaard  used  his  opening  statement 
a  couple  of  issues  ago  to  rip  the  busi- 
ness schools  for  being  hopelessly, 
behind  the  times;  today's  front-edge 
researchers,  he  said  self-servingly,  are 
reporters.  As  an  old  B-school  guy,  at' 
first  I  was  put  off  by  his  remarks. 
Then  I  realized  that  he  was  right. 

I  don't  read  columns  like  mine. 
And  certainly  don't  waste  time  with 
the  Harvard  Business  Review.  Instead 
I  scour  the  pages  of  this  magazine, 
Computerworld,  Information  Week, 
whatever,  for  the  details  of  neat  stuff 
continued  on  page  109 
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You're  driving  in  broad  daylight.  Suddenly,  a  car's  lights  catch  your  eyes.  They  coulc  fel 
new  daytime  running  lamps  (DRLs).  These  special  low-intensity  headlights  he  _j 
other  drivers  with  light,  like  your  car  horn  can  alert  them  with  sound,  according 
Minotas,  a  member  of  General  Motors'  safety  team.  They're  simple,  practical,  and 
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General  Motors. 


fecause  they  come  on  automatically.  And  research  shows  they  reduce  collisions,  and  that 
ri^elp  save  lives.  GM  is  introducing  daytime  running  lamps  in  1995,  and  they'll  be  shining 
'  its  vehicles  by  1 997.  Right  now,  no  other  domestic  auto  company  offers  them.  Jay  says 
^pes  that  will  change:  "The  sooner  every  car  and  truck  has  DRLs,  the  safer  we'll  all  be! 
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WhatYou 

HaveThe  Least  Of, 

We'llHelpYouMake 

TheMostOfJime. 


It  seems  as  if  there's  never  enough  of  it.  And  we  real- 
ize the  last  thing  you  can  afford  to  do  is  run  out  of  it. 
So  to  help  you  make  the  most  of  it,  Delta  Air  Lines 
has  a  flight  leaving  every  17  seconds  of  every  day  to 
almost  anywhere  in  the  world  your  business  might 
take  you.  To  London,  Frankfurt,  Paris,  Rome.  To 
Tokyo,  Hong  Kong,  Bangkok,  Seoul.  And  every  step 
of  the  way,  we'll  do  everything  possible  to  make  sure 
you  not  only  arrive  relaxed  and  refreshed,  but  also 
with  plenty  of  time  to  spare.  Join  us  on  your  next 
business  trip.  We  think  you'll  love  the  way  we  fly. 


ADELTAAIRLINES 

-You'll  Love  The  Way  We  Fly— 


Based  on  cities  served  by  Delta  and  the  Delta  Connection?  Delta  Connection  flights  operate  with  Delta  flight  numbers  3000-5999  and  7000-7999.  ©1994  Delta  Air  Lines,  Inc. 
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Be  prepared.  It  was  good  advice 
when  you  were  a  scout.  It  you  ask  city 
officials  in  San  Francisco,  it  still  is. 

To  help  prepare  for  any  eventuality 
on  the  Richter  scale,  the  San  Francisco 
Office  of  Emergency  Services  chose  AST* 


under  intense  pressure,  we  might  add. 

It  was  also  reassuring  that  AST  ranked 
among  the  "best"  in  PC  World  Magazine's 
reliability  and  service  study.* 

That  goes  for  our  entire  line  of  prod- 
ucts, including  Ascentia1"  notebooks, 


computers,  fourteen  desktops  connected  to 
a  server.  All  bolted  to  their  desks,  naturally. 

At  a  moment's  notice,  they're  ready  to 
help  police,  fire,  housing,  transportation, 
water  and  power  employees  restore  city 
services.  Hospitals  and  ambulances  are 
connected,  too.  So's  the  governor. 

City  officials  chose  AST  for  many- 
reasons.  Easy  start-up,  to  name  one.  Ease 
of  use  by  people  from  a  broad  range  of  city 
departments  was  just  as  important.  People 
YOU'LL         LIKE         TH 


Premmia"'  and  Bravo  business  desktops, 
Advantage!  PCs  for  home  or  small  office 
and  Manhattan rv'  servers. 

Finally,  the  fact  that  AST  is  one  of  the 
world's  largest  PC  companies  also  went 
a  long  way  toward  easing  jitters  about 
installing  any  new  computer  network. 

For  information,  call  1-80C-876-4AST. 
Maybe  there's  something  vital  and  impor- 
tant you  should  be  extra  prepared  for.  You 
know,  something  like  tomorrow's  meeting. 
E  WAY  WE  WORK 


COMPUTER 


©1995  AST  Research,  Inc   All  nzhts  reserved  A.ST  and  Advantage'  are  regwi-red  trademark*  of  AST  Research,  hw    AST  ( '.ompiaer,  the  enaa,  Premmia, 

Manhattan,  and  "Yuu'll  Uke  The  Way  We  WV/rlc"  are  trademarks  of  AST  He\eareh,  /nt    AH  other  product  cr  service  name*  mentioned  herein  moy  he  trademark*  or  registered 
trademarks  of  their  respective  ourier*    Pi',  World,  June  1994. 
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You  can't  take  it  (all)  with  you 

Apparently  sensing  an  opportunity  to  do  some  capitalist- bashin 
an  essayist  in  Time  magazine  late  last  year  criticized  Forbes'  Nov.  j 
1994  cover  story,  "The  new  refugees."  The  scribbler  missed  tl 
irony  intended  in  the  title  and,  with  much  indignation,  insisted  tr 
rich  tax-dodgers  did  not  deserve  to  be  called  refugees. 

Of  course  we  were  not  expressing  sympathy  for  tax-dodgers, 
they  rich  or  poor.  We  were  making  a  point:  Any  nation  that  levi 
confiscatory  taxes  on  wealth  risks  driving  wealth  away.  Our  sympat 
isn't  with  those  who  give  up  their  citizenship  but  with  ordina 
people  who  lose  jobs  and  potential  jobs  when  capital  departs. 

In  our  article  we  said — 
based  on  information  from  the 
State  Department — that  305 
people  renounced  U.S.  citi- 
zenship in  1993.  We  are  now 
told  that  the  numbers  given  us 
were  too  low,  that  in  fact  there 
were  697  expatriations  in 
1993.  And  here's  the  latest  on 
people  who  give  up  their  U.S. 
citizenship  to  save  on  taxes: 
On  Feb.  6  the  Treasury  De- 
partment proposed  the  Tax 
Compliance  Law  of  1995. 
Bob  Lenzner,  who  co-wrote 
the  article  with  Philippe  Mao, 
explains:  "The  proposed  law 
provides  that  Americans  relin- 
quishing their  citizenship 
must  pay  a  35%  tax  on  appreci- 
ated assets  at  the  time  they  give 
up  their  citizenship.  This  special  departure  tax  would  not  apply 
gains  of  less  than  $600,000. 

"But,"  Bob  adds,  "the  Tax  Compliance  Act  of  1995  will  not  eft 
all  the  escape  hatches.  Even  after  paying  a  35%  exit  tax,  an  expatrj 
can  still  hold  65%  of  his  net  worth  free  from  taxes  forever.  He  ava 
the  55%  maximum  estate  tax.  He  avoids  paying  a  tax  on  cash  gifts 
children  or  grandchildren,  who  often  are  still  American  citizens.^ 

"Second,  inherited  fortunes  wouldn't  be  subject  to  much  exit 
at  all.  That's  because  heirs  get  a  stepped-up  basis  for  assets  at  the  til 
of  the  donor's  death.  Let's  say  you  inherit  1  billion  shares  from  ynl 
entrepreneur  father.  Then  you  expatriate.  Since  you  get  the  stepp 
up  current  market  price  for  the  shares,  rather  than  your  father's  i 
basis,  you  don't  own  assets  that  have  appreciated  for  tax  purposes 

Lenzner  reports  that  these  Treasury  proposals  face  tough  oppq 
tion  in  Congress.  It's  not  that  legislators  sympathize  with  rich 
dodgers.  It's  that  they  realize  it's  timeto  worry  less  about  soaking; 
rich  and  more  about  changing  the  tax  code  to  make  the  country  m 
hospitable  to  the  capital  that  produces  jobs  and  economic  grow* 


i 


is  •  GM— don'!  glv«  up  hope  •  Scary  inflation  figures 
art  kids  .  The  8.11  Gates  of  dittiwjstiere 

The  New  Refugees! 

As  their  tax  burdens  grow,  many  affluent 
Americans  are  abandoning  their  citizenship.  > 
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What  does  it  take 


\n  average,  a  UPS  package 

delivered  somewhere  in 

\e  world  every  .008  seconds. 


to  deliver 


to  a  world  that  won't 

stand  still? 


m 


Welcome  to  the  Information  Age.  Computers 
are  perched  on  every  desk.  Business  is  global. 
And  offices  are  virtual.  The  work-a-day 
world  has  reinvented  itself.  And  we,  at  UPS, 
have  reinvented  ourselves  along  with  it.  So 
now  we  do  more  than  deliver  packages.  We  do 
things  others  can't.  From  bar  coding  your 
inventory  to  -warehousing  it.  From  delivering 
packages  to  200  countries  to  tracking  them 
around  the  "world.  From  getting  your  package 
there  by  ground  or  by  air  or  by  8:30*  the  next 
morning,  if  that's  what  you  need.  The  truth  is, 
as  long  as  the  business  world  keeps  moving  at 
a  mind-numbing  speed,  so  will  UPS.  Because 
in  this  world,  there  are  no  penalties  for  go- 
ing too  fast.  Just  for  going  too  slow. 
I0VING  at  the  SPEED  of  BUSINESS." 


A  STICK  IS  NO  LONGER  REQUIRED  7 


w 


m 


-'<\'  W-'ji'tit^Kftiffl 


w~ 


©1995  BMW oINorll 


he  BMW  trademark  and  logo  are  registered. 


IR  YOUR  SOUL. 


H 


THE  M3  AUTOMATIC, 

There  is  a  popular  notion  (albeit  misconceived) 
that  a  sports  car  must,  by  detinition,  contain  a  manual 
stick  shift  and  clutch  pedal. 

That  only  the  deft  coordination  of  left  foot  and 
right  hand  can  land  you  in  the  presence  of  that  divinity 
who  presides  over  the  open  road. 

That  anyone  who  would  think  of  merely  shifting 
into  the  "D"position  and  letting  the  car  do  the  work 
must  somehow  be  deprived,  never  having  known  the 
true  joy  of  driving. 

Needless  to  say,  we'd  like  to  suggest  otherwise. 
And  our  reason  for  doing  so  is  the  new  M3  Automatic. 
Stablemate  to  the  car  Automobile  magazine  honored 
with  its  1995  Automobile  of  the  Year  award. 

Indeed,  there  was  no  shortage  of  accolades  for 
last  year's  M3.  It  made  Car  and  Driver's  1995 Ten  Best 
list  and  Motor  Trend's  ranking  of  the  Top  Ten  Fun  Cars. 

The  rest  of  the  automotive  establishment  was 
just  as  complimentary.  AutoWeek  wrote,"Everyone  who 
drives  an  M3  wants  one  in  his  or  her  own  garage." 
EuroSport  Car  said,  "This  car  would  be  an  absolute  joy 
to  drive  on  a  daily  basis." 

And  here,  perhaps,  is  one  of  the  many  pleasures 
of  owning  an  automobile  like  the  BMW  M3.  It  is  truly  a 
car  for  driving  every  day.  Whether  equipped  with  the 
manual  transmission  Car  and  Driver  called  "effortless," 
or  the  optional  5-speed  automatic. 

A  gear  box  specifically  engineered  to  suit  the  high 
performance  character  of  the  M3,  our  automatic  was 
designed  to  give  you  the  feel  of  a  manual.  Shifting 
is  crisp  and  immediate,  without  the  lag  you'd  normally 
expect  in  such  a  transmission. 

A  simple  tap  of  your  foot  on  the  accelerator  is  all 
that's  required  to  experience  the  eager  response  and 
exhilarating  quickness  that  have  already  made  the  M3 
a  legend  in  the  automotive  world. 

Which  brings  us  to  its  brilliant  240-horsepower, 
six-cylinder,  DOHC  power  plant.  Specially  tuned  by  our 
Motorsport  Division  engineers  to  match  ideally  with 
the  new  automatic  transmission,  it  delivers  high  torque 
at  the  low  end,  for  strong  pick-up  at  slower  speeds. 

An  abundance  of  power  at  the  high  end  means 
you  can  accelerate  from  zero  to  sixty  miles  per  hour  in 
a  mere  6.9  ticks  on  the  clock. 

Equally  impressive,  the  M3's  massive,  ventilated 
ABS  brakes  can  have  you  back  to  zero  in  just  under 
three  seconds. 

A  firm  sports  suspension,  variable-assist  power 
steering  and  low-profile  17-inch  wheels  join  forces  with 
our  engine/transmission  package,  providing  a  direct  feel 
for  the  road  like  only  a  BMW  can. 

And  lest  you  imagine  all  this  performance  arrives 
at  the  expense  of  comfort,  be  advised  that  the  M3's 
interior  is  well  appointed  with  amenities.  A  micro-filter 
ventilation  system,  powerful  stereo  and  multi-adjusting 
sport  seats  are  all  standard. 

The  result,  to  put  it  briefly,  is  a  driving  experience 
you'll  be  hard  pressed  to  forget. 

Call  1-800-334-4BMW  to  learn  more  about  the 
new  M3  Automatic.  A  sports  car  engineered  not  just  to 
move  you  quickly,  but  to  move  you  deeply. 

THE  ULTIMATE  DRIVING  MACHINE. 
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Cassandras  revisited 

Charles  Morris  and  Charles  Fer- 
guson, coauthors  of  Computer  Wars: 
The  Fall  of  IBM  and  the  Future  of 
Global  Technology,  were  totally  bear- 
ish on  the  computer  giant  when 
Forbes  visited  with  them  one  year 
ago  (Feb.  14,  1994).  IBM  has  since 
logged  its  first  annual  profit  in  four 
years,  and  its  stock  price  has  jumped 
42%,  to  a  recent  75,  adding  an  impres- 
sive $12  billion  to  the  firm's  market 
capitalization. 

So,  are  Morris  and  Ferguson 
ready  to  eat  some  crow?  Not  really. 
Morris  concedes  they  may  have 
been  excessively  pessimistic  a  year  ago 
but  says  they  really  haven't  changed 
their  tune.  "I  think  [Chief  Executive 
Louis]  Gerstner  and  IBM  are  show- 
ing absolutely  zero  ability  to  create  or 
acquire  strong  positions  in  anything 
new,"  says  Ferguson.  "Basically,  they 
get  an  A+  for  tactics  and  an  F  for 
strategic  vision." 

Ferguson's  gripe:  He  says  IBM's 
parallel  processor  computers  that  rely 
on  its  old  mainframe  operating  sys- 
tem and  are  vital  to  its  future  are  no 


Food  fight! 


"What's  mine  is  mine,  what's  yours 
is  mine."  Such  thinking  enabled  the 
McCain  brothers — Harrison,  67, 
and  Wallace,  64— to  build  $3.2  bil- 
lion (1994  revenues)  McCain 
Foods  into  the  world's  top  french  fry 
merchant  (Aug.  2,  1993).  The 


IBM  watchers  Ferguson  and  Morris 
Bearish  as  ever  over  the  future. 


match  for  rival  client/server  sys- 
tems such  as  the  Hewlett-Packard 
9000  Unix  Server  Line  and  Com 
paq's  Rack-Mountable  ProLiant 
4000.  Instead,  Ferguson  says  IBM  i 
should  slash  mainframe  and  AS/4- 
minicomputer  spending  and  inves 
in  newer  areas,  such  as  networking 
equipment.  To  jump-start  its  per- 
sonal computer  unit,  IBM  should  a 
quire  Dell  or  AST  Research,  Fergu  j 
son  advises.         -Juliette  Rossa 


problem:  The  brothers'  in-your-ftt 
attitude  didn't  bode  well  for  a 
smooth  family  succession. 

Sure  enough,  things  have  since;' 
turned  nasty  at  the  privately  held 
firm's  New  Brunswick,  Canada 
headquarters.  With  both  brothers' 
jockeying  to  have  their  own  chil- 
dren assume  management  control 
the  clan  has  been  fighting  in  and  ( 
of  court  over  everything  from  plai 
expansion  to  charges  that  Wallace > 
son  Michael,  head  of  U.S.  operatic: 
gouged  the  firm's  Canadian  and 
European  units. 

Result:  McCain's  board  recenth 
ousted  Wallace  as  co-chief  execute 
leaving  Harrison  in  charge.  Game 
to  Harrison?  Not  yet.  Although  V 
lace  failed  in  his  recent  effort  to  gt 
cash  for  his  33%  of  McCain  Foods, 
battle  continues.  The  longer  it  go 
on,  the  more  likely  it  is  to  disrupt 
operations — and  leave  image-con- 
scious clients  like  McDonald's,  on' 
the  McCains'  largest,  with  a  bad 
taste  in  their  mouths. 

-Toddi  Gutner  Bl( 
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MOVINGTO  MISSISSIPPI  IS  LIKE  MOVING  TO  ANOTHER  PLANET 


"When  I  tell  my  friends  from  California,  Chicago, 
and  New  York  about  living  in  Mississippi,  they  are 
amazed.  I  can  leave  my  office  and  be  on  a  deer 
stand,  in  a  duck  blind,  or  riding  a  horse  through 
16,000  acres  of  wilderness  within  minutes.  I've 
been  to  a  lot  of  places,  but  I  don't  think  there's  any 
place  on  earth  any  better  to  live  than  Mississippi. 
Where  else  can  you  work  and  have  the  things  you 
enjoy  in  life  so  close  at  hand?" 

Rives  Neblett,  President  and  CEO 

Shelby  Die  Casting  Co,  Inc. 

Shelby,  Mississippi 


THERE'S  PLENTY  OF  OUTER  SPACE 


YOU  CAN  STAND 

YOU  CAN  STRETCH 

YOU  CAN  STEP  OUT  OF  THE  OFFICE 


(800)340-3323 

BUSINESS      HOTLINE 


MOVE  IT  TO 


Ml*™ 


PRINCI      HOTE1         INTERNATIONAL     DESTINATIONS:     TOKYO     PRINCE     HOTEL,     TOKYO, 


Think  Of  It  As 

K^Nell-Oiled 
business  Is/iachine. 


At  the  Akasaka  Prince  Hotel  in  Tokyo,  making  your 
business  trip  as  productive  as  possible  is  our  business. 

That's  why  we've  equipped  ourselves  with  the  follow- 
ing executive  necessities:  two-hour  laundry  and  pressing, 
restaurants  specializing  in  quick  business  breakfasts,  a  map 
■npanion  service  that  gets  you  anywhere  in  the  city,  a 
rech  business  center,  message  forwarding  and  more, 
course,  with  luxuries  like  spacious  rooms,  spectacular 
vie        '  -hour  room  service,  and  immediate  access  to  four  of  the 
Vs  main  subway  lines,  your  stay  will  be  quite  pleasant  as  well. 
For  reservations,  call  Sterling  International  Reserva- 
tion Sen  ice  at  800-637-7200  or  Prince  Hotels  at  800-542-8686. 

Akasaka  <•>  priWCE  ho<tel 

TOKYO 
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When  giants  awaken 

Leading  private-label  diaper  mal 
Paragon  Trade  Brands  was  on  a  r 
five  months  ago  when  we  profiled 
company  and  Chief  Executive  Bol 
Abraham's    hugely    successful 
paign  to  soak  up  market  share  ft 
brand-name  makers  (Oct.  10,  199 
We  should  have  raised  more  qu 
tions  about  what  would  happen  j 
$579  million  (1994  sales)  Paragj 
when  its  giant  rivals  woke  up. 

The  answer  came  in  the  foa 
quarter.  That's  when  market  lead 
Procter   &   Gamble    and    Kimbei 
Clark  announced  price  cuts  to  naa 
Paragon's   edge.    CompoundingH 
woes:  surging  prices  for  raw  matea! 
especially   pulp.    Paragon,   basedjl 
Federal  Way,  Wash.,  respondedll 
month  by  announcing  it  will  d] 
costs  by  shutting  one  of  its  five  plaij 
and  laying  off  over  300  employe 
Paragon's  troubles  have  knocked 
stock  price  down  nearly  50%  since  f 
story,  to  a  recent  13. 

"We  think  our  actions  on  the  c 
side  and  changes  in  product,  pack 
ing  and  pricing  will  restore  our  cc 
petitiveness,"  says  Robert  Hirsch 
Paragon's  acting  chief  financial  c 
cer.  Investors  aren't  convinced.  / 
even  with  Paragon  trading  ben 
book  value,  they're  unlikely  to  r 
back  in  without  signs  it  can  prosper 
the  harsh  new  environment. 


Paragon  Trade  Brands'  Bobby  Abraham 
Circling  the  wagons 
as  rivals  fight  back. 
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What  does 
a  basic 
education  in 
options  cost? 

About  20  minutes 
and  20  seconds- 

and  its  Free! 


That's  about  the  time 
it  will  take  you  to  watch 
the  Free  educational 
videotape  produced  by 
The  Options  Industry  Council. 

You'll  learn  that  The  OptionsTool 
could  be  used  to  actually 
reduce  and  define  your  risk. 
Here  are  just  three  possible  ways 
you  can  wield  The  Options  Tool: 

■  Buy  calls  to  reduce  your  exposure 
to  market  unpredictability 

■  Buy  puts  which  can  act  like 
an  insurance  policy  for  stocks 

■  Or  start  covered  call  writing 
and  provide  a  flow  of  income 
on  your  current  stocks 

There  are  options  strategies 
that  can  help  you  cope 
with  any  market  situation. 

Surprised? 

You  can  learn  even  more 
about  The  Options  Tool 
with  this  Free  videotape, 
plus  an  options  disclosure 
document  and  options  newsletter 
containing  a  schedule  of 
upcoming  options  seminars  - 
and  all  of  it  is  Freel 

Call  today. 

This  may  be  the  best 

20  minutes  and  20  seconds 

you  ever  invest. 

For  your  Free  videotape, 
"  The  Options  Tool-Understanding 
Stock  Options^'  options  guide, 
options  disclosure  document 
and  options  newsletter  call 

1-800-952-TOOL 


theOptio, 


or  wrlle  The  Options  Clearing  Corporation 
440  South  LaSalle  Street,  Chicago.  II 60605 

For  dates  and  times  of  the 

Free  options  seminars  near  you  call 

1-800-444   4360 

Remember,  options  involve  risk 
and  are  not  for  everyone 

The 

Options  Industry 

Council 

American  Stock  Exchange 
Chicago  Board  Options  Exchange 
New  "fork  Stock  Exchange 
Pocific  Stock  Exchange 
Philadelphia  Stock  Exchange 
The  Options  Clearing  Corporation 


[Absolutely  true.  We  believe  that  after-tax  profits  will  set  a  new  record 
because  a  lot  of  forward-thinking  companies  made  the  investments  they 
needed  to  become  more  productive.  And  now  it's  paying  off. 

At  The  CIT  Group,  we're  proud  to  have  financed  many  of  these 
efforts.  We  were  there  when  the  money  was  tight — and  we're  there 
now,  steadily  increasing  our  commitment  to  American  business  and 


>  1995  The  CIT  Group,  Inc. 
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individuals.  This  year,  we  plan  to  make  billions  more  in  asset-based 
loans  to  help  keep  the  momentum  going. 

With  offices  located  in  major  cities  throughout  the  United  States, 
The  C1T  Group  stands  ready  to  help  you  make  the  investments  you  need 
to  reach  your  goals. 


Americas 
Most  Experienced 
Asset- Based 
Lender. 
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Jeffrey,  we  hardly 

knew  ye 

When  Ihffiiey  Katzenberg  quit 
Disney  seven  months  ago,  there  was 
talk  Katzenberg  would  sue  if  Disney 
didn't  provide  an  adequate  setde- 
ment  on  his  contract.  Now  Katzen- 
berg is  well  into  the  creation  of 
DreamWorks  skg  with  partners  Ste- 
ven Spielberg  and  David  Geffen,  but 
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Jeffrey  Katzenberg  and  Michael  Eisner 
To  sue  or  not  to  sue . . . 


so  far  there's  been  no  settlement. 
What  about  that  lawsuit? 

No  comment  from  Katzenberg. 
Says  Disney  boss  Michael  Eisner:  "It 
is  irrelevant  to  the  course  of  our 
company  whether  his  contract  is  set- 
tled, or  whether  in  fact  he  has  a 
contract  at  all.  This  is  a  speck  on  the 
horizon."  — LISA  GUBERNICK 

Who'll  pay  Mo  most? 

Speaking  of  Katzenberg  and 
Eisner,  the  big  question  is  which  one 
will  get  the  services  of  music  indus- 
try legend  Mo  Ostin,  who  officially 
leaves  Warner  Bros.  Records  later 
this  year.  It's  rumored  Ostin,  who 
didn't  return  calls  for  comment,  has 
also  talked  to  Viacom  about  launch- 
ing a  label  there,  but  one  record 
company  executive  who's  worked 
closci ,     ith  Ostin  says:  "I  think  it's 
coming  .'own  to  Geffen  or  Disney." 

At  first  insiders  assumed 

Ostin  was .  shoo-in  to  end  up  at 
DreamWorks  w    h  his  old  colleague 
David  Geffen.  1  i      <  hat  was  before 
Eisner  let  drop  at  an  analysts'  dinner 
a  few  weeks  back  that  he  was  trying  to 
lure  Ostin  to  Disiu     Ostin  report- 
edly has  told  associates  he  doubts  Gef- 
fen can  write  the  kind  of  check  Os- 


They  deserve  each  other 

HERE'S  A  marriage  destined  for 
Battling  Bickersons  fame:  Donald 
Trump  and  Euro  bad  boy  Thomas 
Kramer  recently  announced  they're 
teaming  up  to  build  a  proposed 
700- unit  high-rise  condominium  and 
hotel  on  the  southernmost  tip  of 
Miami  Beach. 

Since  he  washed  up  in  Miami 
Beach  in  1992,  German-born  Kramer 
has  distinguished  himself  by  such 
hijinks  as  a  Halloween  bash  complete 
with  chocolate  dip  on  the  belly  of  a 
naked  woman  (Forbes,  Mar.  1, 
1993).  He  made  another  splash 
when  he  paid  over  $100  million — 
much  of  that  money  coming  from 
his  stepfather-in-law — for  high- 
priced  homes  and  45  acres  of  Miami 
Beach  waterfront. 

One  of  Kramer's  latest  deals:  He 
paid  $4  million  for  a  mansion  on  Mi- 


Thomas  Kramer 
and  Donald  Trump 
Who's  in  charge 
here? 


merest 


ami  Beach's  tony  Star  Island,  $3  mi 
lion  in  a  note  held  by  the  seller.  As 
partial  collateral,  Kramer  put  up  an 
other  Star  Island  house  he  owned.  I 
that  collateral  is  now  dust.  Kramer  : 
razed  both  houses,  and  the  dismay<  ujuu 
seller  wants  the  money  he's  owed. 

Trying  to  win  back  credibility 
with  the  bankers,  Trump  knows  ant 
like  these  could  cause  trouble, 
which  is  why  he  maintains  he'll  be 
charge  of  obtaining  the  financing 
for  the  Miami  Beach  condo  projec 
and  will  control  more  than  50%  of 
the  venture.  Kramer,  says  Trump,  a 
be  "a  very  limited"  partner. 

When  asked  if  Kramer  will  stanc  ildn't 
for  minority  status,  Kramer  spokes 
man  Heinrich  von  Hanau  replies: 
"It's  not  going  to  be  that  Mr.  Trui 
will  have  more  than  50%."  Let  theiPM 
fireworks  begin.  — MattWai  - 
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tin  would  want  to  start  up  a  new  rec- 
ord business.  Which,  according  to 
our  source,  should  leave  Disney  "way 
out  in  front,  so  long  as  Eisner 
doesn't  cheap  out."  Says  Eisner:  "Mo 
Ostin  would  be  great  for  any  com- 
pany to  have."  — L.G. 

Scratched? 

Houston-based  financier  Charles 
Hurwitz,  the  onetime  raider  who  runs 
$2  billion  (sales)  Maxxam  Inc., 
made  a  fortune  sniffing  out  underval- 
ued assets.  But  Hurwitz  should 
have  stuck  to  aluminum  and  forest 
products.  Maxxam's  foray  into  the 
horse  track  business  has  pulled  up 
lame  before  even  reaching  the 
eighth  pole. 


Last  April,  with  great  fanfare, 
Hurwitz  opened  the  $75  million  f 
Houston  Race  Park  in  suburban 
Houston.  But  the  purses  were  toe 
high,  and  he  soon  made  a  public 
show  of  cutting  them  sharply — a 
nightmare  that  sent  the  owners  o 
better  horses  fleeing.  Result:  Bett 
on  simulcast  races  from  other  trac 
often  beat  the  handle  for  live  race 
Hurwitz's  track. 

Hurwitz  considered  goosing  u| 
the  action  with  other  forms  of  ga 
bling,  like  poker  and  off-track  bel 
ting.  He  even  proposed  building 
casino  that  would  feature  simulca 
of  Sam  Houston's  races.  But  his  ( 
no  site  fell  through,  and  Texas'  n 
governor,  George  W.  Bush,  has  c 
posed  casino  gambling. 
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1  January  Sam  Houston  missed 
iterest  payment  on  the  $75  mil- 
I    of  high-yield  bonds  Hurwitz 

to  finance  its  construction.  The 
i  ds  have  sold  for  as  litde  as  20 
I   s  on  the  dollar,  but  several  smart 
B  are  investors,  including  Carl 
i   n,  have  passed. 

urwitz  currendy  is  negotiating 
l  bondholders  and  other  credi- 
*  .  He's  offered  bondholders  50 

s  on  the  dollar  and  reduced  inter- 
Ill  But  if  the  track  files  for  bank- 
cy,  Maxxam  may  be  forced  to 
e  off  its  S14  million  investment 
ell  as  forgo  more  than  S2  million 
lanagement  fees. 
Dor  Charlie  Hurwitz.  He 
^Ijldn't  have  left  the  stall. 

—Christopher  Palmeri 
pi 
Tij 

a&  nan 

IV^IEMBERWHEX  "X"  caps,  "X"  T 

ts  and  other  "X"  products  were  all 
rage  a  few  years  back,  during 
ing  of  the  movie  Malcolm  X 
^BES,  Oct.  12,  1992)>  The  "X" 

as  since  subsided,  but  the  mer- 
fidising  of  the  slain  black  activist 
on.  New  York- based  Olmec 
s,  Inc.,  a  privately  held 
illion  (sales)  company  run  by 
er  New  York  Times  reporter  and 
ard  M.B.A.  Yla  Eason,  has 
e  up  with  a  plastic,  7-inch-high 
colm  X  figure  that  has  a  mov- 
head  and  arms  and  comes 
a  podium,  microphone  and 
ector  card. 

itroduced  in  time  for  last 
istmas,  the  figure  is  being  market- 
n  a  limited  edition  of  12,000, 
ils  for  SI  3,  and  is  part  of  a  collect- 
rctaJ  series  called  "Our  Powerful 

(The  first  figure  was  of  Martin 
Luther  King;  to  come, 
Jackie  Robinson  and  Har- 
riet Tubman.)  Accord- 
ing to  Olmec,  sales  are 
brisk — good  news  for 
Malcolm  X's  widow,  who 
controls  his  estate  and 
collects  licensing  royalties 
from  the  company. 

— R.  Lee  Sullivan 


Malcolm  X  figure 
From  activist 
to  collectible. 
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BY    RALPH    LAUREN 


READERS  SAY 


Busting  the  cartel 

Sir:  Re  "Comeuppance"  (Feb.  13). 
Thank  \  >u  l  hank  you,  thank  you  for 
the  "educational"  and  enlightening 
article  concerning  the  former  profes- 
sional organization  known  as  the  Na- 
tional Education  Association.  When  I 
taught  school  the  nea  and  Parent 
Teachers  Association  were  profes- 
sional and  support  groups.  I  don't 
even  recognize  them  now. 
-Doris  A.  Murray 
Jacksonville,  Fla. 

For  more  readers'  responses 
to  this  article,  see  p.  166. 

A  UNique 
celebration 

Sir:  I  am  greatly  distressed  and  dis- 
mayed by  the  unwarranted  negative 
tone  of  your  reporting  on  the  upcom- 
ing 50th  anniversary  of  the  United 
Nations  ("A  tough  sell,"  Feb.  13).  Of 
course,  there  will  be  the  inevitable 
whistles,  drums  and  fundraising  (and 
why  not?),  but  let  neither  the  noise 
nor  the  necessary  appeals  obscure  the 
record:  Against  all  odds  since  1945, 
World  War  III  has  not  happened, 
nuclear  proliferation  has  been  limit- 
ed, the  membership  in  the  U.N.  now 
counts  more  than  100  democracies, 
and  smallpox  has  been  eliminated. 
Although  the  Bosnian  crisis  revealed 
striking  weaknesses  in  the  U.N.  sys- 
tem, the  Secretary  General  has  helped 
keep  hope  alive  as  the  U.N.  protec- 
tion force  feeds  hundreds  of  thou- 
sands of  people  daily  and  has  succeed- 
ed in  preventing  the  conflict  from 
spilling  over  into  neighboring  coun- 
tries. The  goal  is  not  to  "sell"  the 
U.N.,  only  to  remember  the  fires 


from  which  it  emerged  and  to  recom- 
mit ourselves  to  its  search  for  peace 
and  universal  human  rights. 
-Thomas  B.  Morgan 
President  and  Chief  Executive 
United  Nations  Association 

of  the  U.S.A. 
New  York,  N.T. 


Surfing  the 
superhighway 


First  session  of 
Pushing  50. 


N.  General  Assembly 


Sir:  No  question  there's  a  lot  of  hype 
on  the  Internet  ("Where's  the  mon- 
ey?" Jan.  30).  The  secret,  though, 
isn't  for  companies  to  set  up  their  own 
Web  sites  but  to  take  advantage  of  the 
umbrella  of  existing  popular  Web 
sites.  For  instance,  "Academe  This 
Week,"  the  16-month-old  service  of- 
fered by  the  Chronicle  of  Higher  Edu- 
cation, routinely  logs  35,000  to 
40,000  individual  readers  every  week. 
In  all,  they  make  well  over  500,000 
hits  a  week.  As  a  result,  it  has  attracted 
a  variety  of  outside  organizations  that 
are  interested  in  providing  informa- 
tion to  readers  in  Academe,  including 
the  Annenberg-CPB  Project,  Fidelity 
Investments,  Lotus  Development 
and  TIAA-CREF. 
-ROBINETTE  ROSS 
Publisher  " 

Chronicle  of  Higher  Education 
Washington,  D.C. 

Sir:  Forbes  doesn't  only  suffer  from  a 
lack  of  vision,  it  needs  a  reality  check. 
Over  2  million  people  worldwide  al- 
ready are  ordering  their  groceries, 
Cokes  and  over  12,000  other  prod- 
ucts and  services  from  the  Amway 
Corp.  clearinghouse  via  interactive 
distribution,  resulting  in  a  1994  vol- 
ume of  $5.3  billion. 
-Vicki  and  Pete  Giansante 
Rowland  Heights,  Calif. 

Fallout 

Sir:  Steve  Hanke  accuses  the  Ameri- 
can welfare  state  of  attracting  ever- 
larger  numbers  of  low-skilled  and 
deadbeat  immigrants  onto  U.S. 
shores  ("Peso  refugees,"  Jan.  30). 
Congress'  1986  immigration  reform 
substantially  raised  employers'  costs 
and  risks  of  hiring  immigrants.  A  pre- 
dictable consequence  is  that  immi- 
grants' wages  fell  and  some  immi- 
grants  who   would   have   otherwise 


found  jobs  now  remain  unemplo 
Much  of  the  recent  change  in  in 
grants'  income  and  employn 
prospects  is  explained  by  U.S.  in 
gration  "reform"  rather  than 
changes  in  the  kinds  of  people  see 
refuge  in  America. 
-Donald  J.  Boudreaux 
Associate  Professor  of  Law 

and  Economics 
Clemson  University 
Clemson,  S.C. 

A  common  link 

Sir:  Re  Fact  &  Comment  (Feb.  1 1 
would    appreciate    Christine    V^J 
man's  effort  at  reducing  taxes 
were  done  in  a  responsible  marj 
There  is  no  doubt  there's  a  lin 
higher  property  taxes.  I  recently 
my  property  taxes   significantly  I 
creased  in  New  Jersey.   Insteail 
demonstrating    fiscal     responsilj 
and  creating  a  surplus,  to  be  use] 
reduce  property  taxes  or  to  pre] 
the  need  for  local  municipalitkj 
increase  taxes,  she  chooses  to  maj 
appear  she  is  fiscally  responsible, 
mately,  she  leaves  the  problems] 
has  created  for  the  next  governor 
the  property  owners  of  New  Jersj 
-Stephen  A.  Sheller 
Philadelphia,  Pa. 

Gaining  control 

Sir:  Re  "A  dishonest  slogan"  ( O 
vations,  Thomas  Sowell,  Jan.  3i 
cut  in  the  capital  gains  tax  w1 
merely  contribute  to  the  hatching 
new  crop  of  corporate  raiders 
financial  wheeler-dealers. 

Since  corporate  raiders  typ? 
seek  to  make  maximum  gain  ir 
shortest  reasonable  time,  while  e 
preneurialism  tends  to  require  a  1 
er-range  vision,  it  might  make  i 
economic  sense  to  sculpt  a  three 
capital  gains  tax. 

A   relatively  high   average   en 
gains  tax  set  for  a  "short-term" 
od  such  as  three  years;  a  lower,  i 
moderate  tax  set  for  assets  he! 
over  three  and  under  seven  years 
a  quite  low  or  no  tax  for  assets 
seven  or  more  years. 
-Bernard  Sarachek 
Professor,  International  Business 
University  of  Missouri 
Kansas  City,  Mo. 
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Of  course,  no  one  would  make  a  decision  like  this 

for  anything  but  love.  But  once  you  do 

u 
decide,  use  the  Citibank  AAdvantage''' 

card  and  you'll  earn  one  AAdvantage 
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Now  the  hardest  thing 
is  mastering  the  (o 
of  the  double  did. 
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$&\     Introducing  FedEx  SkiP; 


the  revolutionary  new  desk- 
top snipping  software  from 
FedEx.  Now  with  FedEx  Snip,  you  can  handle 
virtually  any  aspect  or  shipping  a  package  with 
just  a  few  clicks  of  your  mouse. 


Using  your  modem,  the  software  connects  your 
computer  directly  to  FedEx.  It  creates  shipping 
lahels  and  prints  them  on 
your  own  laser 
printer.  Maintains  a  data 
hase  of  your  customers.  Schedules  pickups, 
tracks  and  confirms  delivery  of  your  packages. 
All  faster  and  easier  than  ever  hefore.  Without  so 
much  as  picking  up  the  phone.  FedEx  Ship. 
Once  you  get  the  double  click  down,  it  s  a 
whole  new  way  of  shipping  packages.  For  a 
free  copy  of  FedEx  Ship  software  for  Windows1" 
or  Macintosh*  just  call  1-800-GO-FEDEX.* 
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ith  all  thy  getting  get  understanding" 
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Fact  and  Comment 


Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


HEALTHY  SOLUTION 


vFE\v  MONTHS,  Congress  will  again  take  up  the  conten- 
is  topic  of  health  care.  To  solve  most  of  what  ails  our 
em,  the  national  legislature  should  establish  tax-free 
dical  savings  accounts. 
his  simple  vehicle  would  dramatically  change  for  the 

«ter  the  whole  dynamic  of  the  way  we  finance  American 
iicine.  We  would  get  a  free-market,  individual-orient- 
approach.  One  hundred  million  consumers  would 
de  this  market  instead  of  employers,  insurance  compa- 
;,  increasingly  arbitrary  HMOs 
■  government  bureaucrats.  The  in- 
■rity  and  the  constant  innovation 
I  characteristic  of  the  current  sys- 
|i  would  be  preserved. 
b  understand  the  potency  of 
dical  savings  accounts,  ask  a  simple 
:stion:  Why  is  increased  demand 
automobiles,  houses,  computers, 
Jiing,  etc.  considered  positive, 
,le  increased  demand  for  health 
:  is  regarded  as  a  crisis?  The  answer: 
x  code  distortion.  Companies  get  a 
deduction  for  health  insurance 
miums;  individuals  do  not.  Even  the  self-employed  get 
deduct  only  25  cents  of  each  health  care  dollar.  Not  sur- 
ingly,  most  insurance  is  bought  by  employers.  People 
misled  into  thinking  that  somebody  else  is  paying  for 
ir  medical  costs.  There  is  little  or  no  positive  reward  for 
ividual  good  behavior.  The  bulk  of  private-sector 
)rms  are  lots  of  stick,  very  little  carrot.  No  wonder  costs 
rocketed  for  decades  and  are  now  being  controlled 


Plastic  surgery:  Little  inflation  here.  Costs 
are  controlled  because  consumers  pay  the  bill 


by  the  increasingly  heavy-handed  strictures  of  HMOs. 

Once  you  understand  the  perverseness  of  our  tax  code, 
the  answer  is  simple:  Equalize  the  tax  treatment  of  individ- 
uals and  corporations  for  health  care  expenses.  People 
should  be  allowed  to  set  up  medical  savings  accounts, 
which  could  be  funded  with  pretax  dollars  by  employers  or 
employees,  or  both.  Any  money  not  spent  in  a  given  year 
for  catastrophic  insurance  and  routine  medical  expenses 
would  remain  in  the  account  as  the  property  of  the 
individual  and  would  grow  tax-free. 

The  chief  virtue  of  tax  equality  and 
this  medical  version  of  an  IRA  is  that 
it  gives  people  more  control  over 
how  their  health  care  dollars  are 
spent.  Most  people  would  choose  a 
policy  with  a  high  deductible,  saving 
enormously  on  premiums  and  bank- 
ing those  savings.  They  would  have 
incentives  to  get  the  most  value  for 
their  money.  This  is  called  consumer- 
ism and  free  enterprise,  which  are 
more  effective  cost  containers  than 
are  bureaucratic  decrees. 
Medical  savings  accounts  would  give  individuals  insur- 
ance portability.  If  you  lost  or  changed  jobs,  you  wouldn't 
lose  your  insurance  because  the  policy  would  belong  to 
you,  just  like  homeowner's  or  automobile  insurance. 
Medical  savings  accounts  would  also  allow  consumers  to 
change  their  coverage  as  their  conditions  changed.  They 
would  be  able  to  build  a  nest  egg  for  unforeseen  emergen- 
cies or  to  supplement  Medicare  when  they  turned  65. 


BRINGING  SOME  JUSTICE  TO  CIVIL  JUSTICE 


4ATORS  Mitch  McConnell  (R-Ky.)  and  Spence  Abra- 
n  (R-Mich.j  are  readying  legislation  that  would  dra- 
tically  turn  the  tables  on  the  trial  lawyers  who  clog  our 
irts  with  oft- frivolous,  increasingly  burdensome  law- 
s.  Instead  of  trying  to  apply  the  English  Rule  here — 
erein  lawsuit-losers  must  pay  the  legal  expenses  of 
iners — the  senators  propose  a  procedure  that  avoids 
charge  of  "stacking  the  deck"  against  the  little  guy 
a-vis  big  corporations  and  that  would  bring  faster 
ice  to  injured  plaintiffs. 
Jnder  the  McConnell-Abraham  bill,  when  an  injury  or 

Iident  takes  place,  the  potential  defendant  can  settle  the 
: 
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case  by  immediately  offering  to  pay  for  the  victim's 
medical  expenses  and  lost  earnings.  If  the  victim  (poten- 
tial plaintiff)  accepts  this  offer,  his  lawyer  cannot  collect  a 
contingency  fee.  The  injured  party  can  still  reject  the  offer 
and  file  suit  to  collect  money  for  "pain  and  suffering." 
Under  those  circumstances,  no  payments  are  made  until 
the  case  is  ultimately  settled  in  the  courts.  If  there  are 
awards  for  pain  and  suffering  or  punitive  damages,  the 
plaintiffs  lawyer  can  collect  a  contingency  fee  based  only 
on  the  difference  between  the  ultimate  award  and  what 
had  originally  been  offered  for  actual  losses. 

The  impact  of  such  an  approach  would  be  stunningly 
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healthy.  Insurers  would  have  an  incentive  to  quickly  settle 
claims  for  actual  losses.  The  consumer's  claim  would  be 
made  good  on  right  away  instead  of  his  having  to  file  a 
lawsuit  that  could  take  years  to  settle 
or  could  end  up  being  unsuccessful. 
No  longer  would  there  be  asbestos- 
litigation  tragedies,  where  some  dis- 
eased workers  received  only  a  few 
thousand  dollars  while  their  lawyers 
rapaciously  raked  in  millions.  Of  the 
$9  billion  spent  on  asbestos  cases,  $3 
billion  has  gone  to  the  victims  and  $6 
billion  to  the  attorneys. 

Trial  lawyers  would  be  less  inclined 
to  file  flaky  suits  in  the  hope  a  defen- 
dant would  quickly  pay  off  a  plaintiff 
to  avoid  the  expense  of  a  trial.  These 
vultures  would  have  a  harder  time  inducing  accident 
victims  to  go  to  court  if  the  victims  could  recover  their 
actual  losses  immediately.   Opposition  to  this  reform 


McConnell  (I.),  Abraham:  Will  trial  lawyers 
sue  them  for  pocketbook  pain  and  suffering? 


would  expose  the  true  motive  of  the  trial  bar:  not  concert 
for  the  little  person  but  sheer  greed. 

Representative  David  Mcintosh  (R-Ind.)  may  intrcj 
duce  a  variant  of  this  approach  for  aura 
insurance.  If  you  were  in  an  accident 
your  insurer  would  pay  your  medic! 
bills  and  lost  earnings.  The  other  paJ 
ty's  insurance  company  would  p; 
their  losses.  If  you  wanted  insurand 
for  pain  and  suffering,  you  could  bil 
it — but  you  would  pay  a  stiff  premiuij 
to  get  it.  Most  people  would  opt  ft 
coverage  of  actual  losses  and  woulf 
save  a  bundle  on  insurance  costs.  Aj 
most  all  auto  insurance  fraud  involv«| 
false  claims  for  pain  and  suffering. 
In   abusive   securities   class-acticj 
suits  known  as  "strike  suits,"  the  English  Rule  is  st| 
needed.  It  would  have  a  good  chance  of  enactment, 
these  cases  do  not  involve  physical  suffering  or  lost  wage 


HOW  BRITISH  BONDS  BEAT  BACK  BIGGER  FRANCE 


Washington  Republicans  are  wisely  avoiding  punitive 
legislation  against  the  use  of  financial  derivatives.  Proper- 
ly employed,  derivatives  play  an  extremely  helpful  role  in 
hedging  risks  and  in  more  effectively  employing  capital. 
Like  any  instrument,  they  can  be  abused  and  can  generate 
horrific  losses — and  lurid  headlines.  Junk  bonds  suffered 
a  similar  fate  in  the  1980s.  Congress 
overreacted  to  their  misuses,  there- 
by cratering  junk  bond  prices. 

New  financial  instruments  can 
raise  eyebrows  and  sometimes  bitter 
antipathy.  Commercial  paper  25 
years  ago  was  seen  in  some  quarters 
as  a  dicey  instrument  that  allowed  companies  to  rely  too 
heavily  on  short-term  debt.  The  spectacular  Penn  Central 
railroad  bankruptcy  in  1970  seemed  to  confirm  these 
criticisms.  The  commercial  paper  market  dried  up — but 
only  temporarily.  Around  two  thousand  corporate  bor- 
rowers today  have  outstanding  commercial  paper  obliga- 
tions of  over  $600  billion. 


Senators  Balk  on  Derivatives 

Republicans:  Tighter  Regulation  Not  Needed 


The  most  dramatic  example  of  how  new  forms 
financial  paper  can  increase  capital  efficiency  and  chanij 
the  course  of  history  is  seen  in  Britain's  dramatic  victaj 
over  the  French  in  their  long  struggle  for  supremacy 
the  18th  and  early  19th  centuries.*  How  did  an  isla^ 
with  only  a  fraction  of  the  population  and  wealth 
France  ultimately  humble  its  migrj 
ier  foe?  Long-term  debt.  Throu; 
pioneering  use  of  a  central  bank  a 
a  fair  system  of  collecting  tax\ 
Britain  developed  the  capital  ma 
kets  that  enabled  its  government  t 
issue  bonds.  Skeptics  regarded  thdi 
instruments — and  the  people  who  issued  them — with  fit 
and  contempt.  But  Britain  was  able  to  borrow  money\ 
almost  half  the  cost  that  France  could  and  to  inol 
indebtedness  (as  a  proportion  of  the  economy)  far  greaj 
than  Paris  could.  Thus  Britain  could  more  than  match  tl 
French  navy,  raise  an  army  of  its  own  and  lavishly  suttj 
dize  other  armies,  eventually  destroying  Napoleon. 


-The  Washington  Post 


*Sec  Summer  1993  i;>sue  of  American  Heritage's  Audacity  magazine  for  a  detailed  account. 

LASSOING  THE  LEVIATHAN 


Government:   America's   #1   Growth   Industry — by 

Stephen  Moore  (Institute  for  Policy  Innovation,  $9.95). 
Thorough  but  concise,  easy-to-read  overview 
of  just  how  big  anc*  burdensome  American 
government  has  become.  Rich  with  enlighten- 
ing graphs  and  tables,  this  wee  volume  docu- 
ments the  growing  d  tructiveness  of  our  fiscal 
and  regulatory  policies.  Author  Moore  is  one  of 
the  nation's  foremost  ts  on  state  and  local 

government  finance.  .       ice  <    her  worriers  of 
big  spending  and  endless  king,  Moore 

is  no  mindless  balance-the  budget-even-if-it- 
means-raising-taxes  fanatic.  In  fact  be  shows 
how  willfully  wrong  are  the  Democratic  raps  against 
Reagan's  income  tax  rate  cuts,  whic  h  triggered  our  long- 
est peacetime  boom  and  doubled  Federal  revenues.  How 


to  fight  back  the  encroaching  government  monster?  II 
starters,  he  advocates  six  reforms:  replacing  the  curnj 
progressive  income  tax  with  a  flat  tax  oi 
national  sales  tax;  term  limits;  a  balanced  bi 
get  amendment/spending  limit  amendmej 
renewing  respect  for  property  rights;  abolish 
several  useless  Federal  departments;  and  "re  j 
ending  welfare  as  we  know  it." 
Excerpt:  What  was  the  fastest  growing  age  { 
in  the  Federal  budget  during  the  1980s?  Nil 
was  not  the  Pentagon.  It  was  the  U.S.  Deptl 
ment  of  Agriculture.  Farm  programs  take 
come  from  middle-income  consumers  and  </  I 
it  to  America's  wealthiest  farmers.  More  than  85%\ 
subsidies  go  to  farmers  with  a  net  worth  of  nearly  ha 
million  dollars. 


26 


Forbes  ■  March  13,  1 


IjiAPPILY.WE    OFFER   A   TAKE-HOME    SIZE.] 

II 

liether  it's  industrial  size  or  a  more  personal  version,  you  always  get  full  strength  in  a  GMC  Truck, 
eed,  you'll  find  the  strength  of  the  big  Topkick  is  embodied  in  the  Sierra.  Its  body  panels  are  made  of 
lible-galvanized  sheet  metal.  Even  its  frame  has  a  similar  C-channel  design  to  the  one  used  on  our 
pium  duty  trucks.  Of  course,  there's  more  to  Sierra  than  steely  functionality.  We've  added  standard 
hr-wheel  antilock  brakes,  along  with  a  driver's-side  air  bag*on  Sierra  models  below  8600  lbs.  GVWR. 
|p  with  Sierra's  independent  front  suspension,  you'll  get  a  smooth,  comfortable  ride  on  most  any  road, 
k  slide  back  into  the  accommodating  new  interior,  then  pity  the  poor  souls  bouncing  around  in  lesser 

I'kups.  All  in  all,  Sierra  is  everything  you'd  expect  from  a  company  with  over  90  years  of  truck  experience, 
jif  you're  looking  for  strength,  Sierra  delivers.  Big  time.  For  more  information,  call  1-800-GMC-TRUCK. 


€>  1994  GM  Corp    All  Rights  Reserved    GM.  GMC.  GMC  Truck  Sierra,  Topkick.  and  the  GMC  Truck 
t    logo  are  registered  trademarks  of  General  Motors  Corporation    Buckle  up.  America1 
«iir>  V«ij>»*    'Always  wear  safety  belts,  even  with  air  bags 
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During  recent  years,  The  Timken  Company  has  jncrealU 
productivity  more  than  twice  the  national  average.  There  jllT 
nothing  average  about  that,  just  as  there  is  nothing  averag;  ] 
about  Timkens  ability  to  innovate,  to  increase  quality,  to  contii|T[0 
costs  and  to  serve  customers.  I  ns 

Timkeh®fc|rings  and  alloy  steels  keep  setting  higher  standa  1 t 


TIMKEN  IS  THE  REGISTERED  TRADEMARkjOF  THE  TIMKEN  COMPANY, 


• 


res.:  their  industries.  Our  products  reduce  fuel  consumption, 
:re  tend  equipment  life  and  are  friendly  to  the  environment. 
ra     The  choice  of  Timken        _■  _  _    _  WW  Tl  ^W 
ml  rformance  is  a  long-term  |\/|    |C     M    lYI 

cision  that  starts  saving  J^  J^  X  w  JL  1\  JLl  Al 

[id  hney  immediately.  Worldwide  Leader  In  Bearings  And  Steel. 


Other  Comments 


Your  Tax  Dollars  at  Work 

The  Treasury  Department  has 
invented  "Time-Off  Awards" — up  to 
80  hours  of  paid,  non-sick-leave,  non- 
vacation  time  off  as  a  reward  for  doing 
something  right  or  ahead  of  schedule. 
These  standards  are  too  rigorous.  The 
country  could  save  billions  by  paying  all 
bureaucrats  to  stay  home  all  the  time. 
-National  Review 

Justice  for  All 

Our  legal  system  contains  insuffi- 
cient incentives  to  reward  settlements 
and  insufficient  penalties  for  litigating 
to  the  hilt  disputes  that  should  be 
able  to  be  worked  out.  More  and 
more  lawyers  have  sought  to  maxi- 
mize their  fees  at  the  expense  of  their 
clients'  best  interests. 

The  McConnell-Abraham  Lawsuit 
Reform  Act  of  1995  empowers 
clients  in  personal  injury  cases  by  cre- 
ating incentives  for  potential  plaintiffs 
and  defendants  to  get  together  and 
settle  meritorious  cases.  It  reduces 
lawyers'  incentives  to  discourage  set- 
tlements by  barring  them  from  charg- 
ing contingent  fees  in  cases  where 
recovery  is  all  but  certain.  And  it  cre- 
ates penalties  for  frivolous  litigation. 
-Senator  Spence  Abraham, 

(R-Mich.) 

Put  the  Brakes  On 

From  1987  through  1993,  the  price 
of  auto  insurance  rose  at  a  rate  almost 
twice  that  of  inflation,  and  it  is  still 


climbing.  Accident  victims  pad  claims 
so  they  can  file  suit  and  be  rewarded 
with  fat  settlements  way  out  of  pro- 
portion to  their  injuries. 

No-fault  insurance  plans  have  failed 
because  lawyer  lobbies  have  played  a 
key  role  in  inserting  "monetary 
thresholds"  into  the  law,  allowing 
lawsuits  for  pain  and  suffering  after  a 
victim's  medical  expenses  reach  a  cer- 
tain amount.  This  guarantees  that 
bogus  victims  will  inflate  claims  above 
the  threshold  so  they  can  file  suit. 

When  Massachusetts  raised  its 
threshold  to  $2,000,  the  median 
number  of  doctor  visits  per  claimed 
injury  rose  from  13  to  30.  When  the 
threshold  rose  to  $7,000  in  Hawaii,  the 
number  of  chiropractor  visits  increased 
to  58  times  per  claimed  injury. 
-Trevor  Armbrister, 
Reader's  Digest 

Signs  of  Beauty 

I  HAD  THE  great  good  fortune  of  arriv- 
ing in  Las  Vegas  at  dawn  in  an  airplane. 
I  rented  a  car  and  started  driving  and  I 
saw  an  extraordinary  thing:  the  hori- 
zon, the  skyline,  was  not  made  of  trees 
and  it  was  not  made  of  buildings.  It 
was  all  signs.  I  found  out,  when  I  went 
around  to  talk  to  sign  companies,  that 
they  were  putting  10-12-15-story  signs 
on  the  front  of  one-story  casinos.  They 
had  to  reinforce  the  fronts  of  these 
buildings  so  they  wouldn't  be  ripped 
off  by  the  weight.  It  was  the  only  archi- 
tecturally unified  city  I  ever  saw  in  my 


tME  USE   A  NUMBEC  OF   COMPLY   MBkSCJBES  IN 
t>ET£fc/UIM/N6  0U£    MVESTMENT  DeaSTOMT 


life  other  than  Versailles,  and  the  uni 
was  created  by  the  signs.  Here  waa 
form  of  sculpture,  absolutely  moni 
mental,  and  it  created  an  environmen 
-Tom  Wolfe,  in  the  foreword  to 
Let  There  Be  Neon,  by  Rudi  Sternt 
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We  can  hold  all  the  hearings  we 
want,  but  we  will  never  eliminate 
risks  in  a  capitalist  society. 

-Senator  Phil  Gramm  (R-Tex.), 
speaking  on  derivatives  at  a  publii| 
hearing  of  the  Senate  Banking 
Committee,  Washington  Post 

Rx  for  Success 

Medisave  accounts  have  been 
existence  in  Singapore  since  198j 
They  are  the  principal  form  of  healil 
insurance  in  [the]  country.  The  prj 
gram  is  a  general  application  of  t( 
concept  of  the  medical  IRA. 

Each  individual  is  expected  to  pjj 
his  or  her  own  way,  and  the  progrz 
has  been  highly  successful.  The  Sil 
gapore   welfare   state   has   steadj 
shrunk  over  the  past  two  decades  aj 
is  now  largely  devoted  to  helping  tl 
low-income  elderly,  who  participatl 
in  the  program  for  only  a  few  yeaJ 
As  the  program  has  matured  and  t| 
savings  requirements  increased,  on 
among  older  workers  are  there  maj 
who  have  failed  to  accumulate  sii| 
stantial  savings.  About  70%  of 
middle-aged  workers  have  savings] 
more  than  $17,000. 
-John  C.  Goodman  and 
Gerald  L.  Musgrave,  National 
Center  for  Policy  Analysis 

Learning  by  Example 

Addressing  a  convention  of  tea. 
ers  in  Washington,  D.C.,  Geoi 
Meany,  president  of  the  AFL-CI 
posed  a  disturbing  question: 

"Doesn't  it  make  you  a  bit  une 
that  some  of  the  colleges  that 
teaching  our  kids  how  to  mak 
living  are  going  broke?" 
-Henry  D.  Spalding, 
Joys  of  Irish  Humor 
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'As  the  U.S.  economy 

at  cruising  altitude,  major  European  recoveries 

are  taking  off." 


— Money  Magazine 


Okay,   the  economy  isn't  helping  any.    (Maybe  it's  time  to 
look  elsewhere.) 

The  advance  of  free  markets   in  Europe  and  throughout 
the  world  has  expanded  the  global  marketplace.    Economies 
of  developing  nations  are  building  and  expanding  at  an 
ever-increasing  rate. 

This  is  good  news  for  those  interested  in  diversifying 
their  portfolios  with  Janus  Overseas   Fund.    (The  fund 
typically  invests  at  least  65%  of  its  assets  in  securities 
from  at  least  five  different  countries,   excluding  the  U.S.) 

For  more  information,   a  prospectus,   and  applications, 
call  |  Read  the  prospectus 

carefully  before  sending  money  (so  you  understand  the 
specific  risks  associated  with  international  investing). 

Janus  Overseas   Fund.    (Because  diversification  works.) 


Start.    To  think  big. 


Call  1-800-525-8983  ext.  406  for  a  prospectus  containing  more 
complete  information,  including  expenses  and  special  risks 
associated  with  foreign  investing  such  as  currency  fluctuations 
and  political  uncertainty.  Please  read  it  carefully  before  you 
invest  or  send  money. 


Janus 


nutual   funds.   Funds  distributed 
Member  NASD. 


[  $17  billion  in  assets 


Thomas  Quarry 
Casablanca,  Morocco 


IN  CASABLANCA,  A  SLIVER  OF  BONE  REVEALED  A  CHUNK  OF  HISTORY  when  Dr.  Jean-Jao- 
Hublin  unearthed  a  few  fossilized  skull  fragments.  Then  Hublin  and  a  team  of  IBM  scientist 
this  shattered  3-D  jigsaw  puzzle  into  a  unique  program  called  Visualization  Data  Explorer.™  The 


can  visu 


n  ^ 


3  helped  form  an  electronic  reconstruction  of  our  early  ancestor,  the  first  Homo  sapiens.  This 
BM  technology  has  turned  time  back  400,000  years,  uncovering  clues  to  the  origins  of  mankind, 
can  visualization  technology  reveal  to  you?  Call  1  800  IBM-3333,  ext.  G101,  and  see. 


Solutions  for  a  small  planet" 
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ive  partnership  is  powered  by  a  commitment  to  the 


mutual  exchange  oi  knowledge,  experience  and  ideas.  (3R  By 

pooling  our  mutual  resources,  we  can  work  together  to  create 

custom-tailored  risk  management  products  and  solutions 

that  yield  superior  results  in  areas  like  cost  man 

agement  and  customer  service.   (^R 

As  a  member  or  The 

Worldwide  Zurich 

Insurance  Group, 

we  provide  extensive  financial  strength,  and  offer  long-term 

active  partnership  to  you.  For  more  information,  contact 

your  agent  or  broker,   or  call   1-800-382-2150  today. 


ZURICH-AMERICAN 

INSURANCE  GROUP 


A  MEMBER  OF  THE  WORLDWIDE  ZURICH  INSURANCE  GROUP 


©1994  ZURICH  INSURANCE  COMPANY 
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commentary 

events  at  home  and  abroad 


Caspar  W.  Weinberger,  Chairman 


THE  "NEW"  EUROPE— SOVEREIGNTY,  PROTECTIONISM,  POLITICS 


CENT  forays  to  the  United  Kingdom  and  Switzerland 
e  revealed  deep  fissures  in  Europe.  What  began  in  the 
50s  as  an  agreement  for  a  common  market  has  now 
ned  into  a  fierce  fight  between  those  who  want  to 
intain  the  sovereignty  of  Europe's  ancient  nation  states 
I  those  who  want  to  create  a  new  European  entity  that 
its  own  common  foreign,  defense  and  economic  poli- 
;,  leaving  virtually  no  decision  making  of  importance 
ndividual  member  nations. 

The  man  most  responsible  for  this  debilitating  dispute 
1  for  the  failure  to  establish  even  a 
md    common    market    is    French  £ 
ialist  Jacques  Delors.  As  president  of  | 
European  Commission,  Delors  did 
rything  he  could  to  undermine  the 
concept  of  the  common  market  by 
;hing  his  own  goal,  through  the 
astricht  Treaty,  of  creating  a  new, 
*le  sovereignty. 

\t  the  World  Economic  Forum  in 
vos,  Switzerland,  Jacques  Santer,  the 
v  president  of  the  European  Com- 
ision,  made  two  points.  His  first  (and 
come)  point  was  to  reject  the  pro- 
tionism  that  has  always  infected  the 

y  ropean  Community.  But  his  second 

\  nt  was  to  report,  with  regret,  that 
1 15  members  of  the  European  Union  (EU)  have  been 
ible  to  form  and  carry  out  common  foreign  and  secu- 
policies,  thus  signaling  his  intention  to  continue 
lors'  mission.  The  trouble  is  that  a  great  many  people 
hese  15  countries  do  not  want  this. 
:rance,  in  1992,  was  a  percentage  point  away  from  reject- 
the  Maastricht  Treaty.  In  1993  the  British  government 
ided  against  a  referendum  and  forced  the  treaty  through 
liament.  The  prime  minister  has  since  had  to  make  stren- 
as  use  of  the  party  whip  to  keep  reluctant  Conservatives 
h  him,  which  brings  us  to  today's  problems. 
Jntil  recendy  a  majority  of  Prime  Minister  John  Major's 
inet  seemed  to  support  a  stronger  European  Union  than 
ny  Tories  wanted.  Indeed,  the  prime  minister  revoked 
■y  parliamentary  privileges  of  eight  M.P.s  as  punishment 
not  supporting  his  European  polity,  thus  weakening  his 
:ady  perilously  narrow  margin  in  Parliament. 
This,  along  with  Mr.  Santer's  Davos  speech  and  his  ear- 
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Mssrs.  Santer  and  Delors:  Slight 
variations  but  the  same  theme. 
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lier  one  to  the  European  Parliament  demanding  far  stronger 
EU  integration,  has  caused  a  sea  change  in  the  Tory  cabi- 
net. What  was  seen  as  majority  support  for  Santer's  posi- 
tions has  now  melted  away.  Many  members  have  joined  the 
Euroskeptics.  The  cabinet  has  now  agreed  that  Britain  will 
use  its  veto  to  protect  its  existing  veto  rights  and  to  prevent 
any  extension  of  power  to  the  European  Parliament.  In 
Davos,  Britain's  defense  secretary,  Malcolm  Rifkind,  previ- 
ously considered  a  strong  pro- European,  stated  his  gov- 
ernment's new  position  in  response  to  Mr.  Santer's  pleas. 
All  this  maneuvering  is  in  preparation 
for  next  year's  intergovernmental  con- 
ference, Maastricht  II,  but  is  also  a  pre- 
lude to  the  UK's  next  general  election. 
Recent  polls  have  shown  that  the  Con- 
servative government  is  supported  by 
only  a  small  portion  of  the  British 
people  and  that  only  27%  of  the  elec- 
torate wants  closer  ties  with  Europe.  As 
the  Labor  opposition  firmly  supports 
European  integration,  the  Conservatives 
are  hoping  that  their  rejection  of  this 
will  help  unify  them  for  the  election. 

In    Germany,    despite    Chancellor 
Helmut  Kohl's  ardent  support  for  an 
even  stronger  European  Union,  polls 
show  similar  opposition  to  such  inte- 
gration. This  is  another  case  of  a  government's  moving 
far  ahead  of  its  constituents'  desires. 

If  these  discrepancies  stop  the  creation  of  this  new 
Europe,  it  could  be  good  news  for  the  U.S.  and  the  Pacific 
nations  because  protectionism  has  been  on  the  rise  in  EU 
member  states.  For  example,  France  is  insisting  that  televi- 
sion programs  shown  in  Europe  must  contain  51%  "Euro- 
pean content" — whatever  that  means.  (Does  a  film  with  an 
Italian  star,  made  in  Hollywood,  have  "European  content"?) 
These  protectionist  tendencies  are  seen  more  clearly  in 
one  of  the  main  arguments  of  the  U.K.'s  pro- Europeans: 
If  the  U.K.  does  not  move  strongly  into  a  united  Europe, 
the  U.K  will  be  left  out  and  lose  hundreds  of  thousands  of 
manufacturing  jobs  producing  goods  sold  in  Europe.  Does 
this  mean  that  if  the  U.K.  does  not  go  along  fully  with  the 
European  integrationists,  a  protectionist  Europe  will  stop 
buying  English  goods?  It  sounds  like  it,  despite  Mr.  San- 
ter's attempts  to  reassure  free  traders  at  Davos.  H 
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The  flight  from  Singapore  was  exhausting. 

Like  a  godsend,  my  assistant  showed  up 

with  the  perfect  cure  for  jet  lag. 


Or  was  it  the  butler  at  The  St.  Regis? 
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They're  killing  the  environmental  law  monster 


The  White  House,  catering  to  its  friends  in  the 
labor  unions,  will  test  constitutional  propriety  and 
issue  an  executive  order  banning  companies 
with  Federal  contracts  from  permanently  replac- 
ing strikers.  President  Clinton  is  also  promising 
to  veto  two  proposed  Republican  labor  reforms. 
One  is  repeal  of  the  Davis-  Bacon  Act,  which 
forces  employers  on  federal  construction  contracts 
to  pay  union-set  wages;  the  other  is  a  law  that 
would  legalize  employee/management  quality 
and  producthity  committees. 

Environmental  activists  are  hoping  for  the 
same  treatment  from  the  Clintonites  over  the 
Republican  proposal  to  introduce  what's 
called  risk  assessment  into  environmental  law, 
forcing  regulators  to  make  the  cost  of  regula- 
tion an  equal  consideration  with  the  desire  for 
clean  air,  clean  water  and  so  on.  In  other 
words,  is  some  tiny  social  gain  worth  any 
amount  of  financial  pain? 

And,  boy,  there's  plenty  of  pain.  Complying 
with  the  present  raft  of  environmental  laws,  such 
as  the  Clean  Water  Act,  costs  Americans 
around  SI 40  billion  a  year,  roughly  equal  to 
Medicare.  This  compliance  cost  is  expected  to 
rise  to  S200  billion  by  the  end  of  the  decade. 

A  recent  Census  Bureau  study  found  that 
each  dollar  spent  by  steel  mills,  oil  refineries  and 
paper  mills  in  complying  with  environmental 
law  reduced  their  output  by  S3  to  $4.  This  has 
reduced  total  U.S.  economic  output  by  2.6% 

The  Fed  hasn't  finished  yet 

Top  Federal  Reserve  people  are  on  the 
stump  peddling  a  soft  line  that  the  Fed  is  not 
about  to  raise  interest  rates  an  eighth  time. 
Maybe,  but  be  forewarned:  It  is  increasingly 
likely  that  the  Fed  will  act  at  least  once  more 
on  rates. 

For  a  start,  note  that  the  leading  member  of 
the  advance  guard  in  favor  of  no  more  rate 
increases  is  Fed  Vice  Chairman  Alan  Blinder,  a 
Clinton  appointee.  It's  in  his  side's  interest  to 
preempt  the  Fed  from  tightening  so  much 
that  a  recession  is  inevitable. 

Second,  note  that  it  is  impossible  to  guess 
right  now  just  which  way  the  economy  will 
move  in  the  coming  months.  Despite  a  slow- 
ing housing  market  under  the  impact  of  seven 
Fed  rate  hikes  since  February  1994,  the  econ- 
omy remains  buoyant. 

The  biggest  imponderable  is  the  weakness 
of  the  dollar,  which  is  giving  the  Fed  fits.  The 
greenback  seems  set  to  go  further  in  the  tank 
(seep.  184). 

Adding  to  the  pressure  on  the  dollar,  the 
German  Bundesbank  is  set  to  raise  its  interest 


from  what  it  would  otherwise  have  been. 

Environmental  law  has  become  a  legislative 
monster,  says  Hugh  Spitzer,  who  has  drafted  a 
bill  on  risk  assessment  for  Representative  Dick 
Zimmer  (R-N.J.),  one  of  many  rival  bills  on  the 
subject  now  being  pored  over  on  Capitol  Hill. 
"Example?  The  Clean  Air  Act  requires  an  ade- 
quate margin  of  safety;  in  theory  this  means 
having  to  protect  an  angina  patient  jogging  in 
downtown  Los  Angeles  at  noon,  the  worst 
time  for  carbon  monoxide.  It's  ridiculous,"  says 
Spitzer. 

The  Republicans  are  beginning  to  horse- 
trade  over  the  final  bill.  One  fight  concerns  the 
financial  threshold  at  which  risk  assessment  is 
required.  Set  too  low,  at  $25  million  of  annual 
cost,  say,  and  this  reform  itself  risks  becoming  a 
high-cost  bureaucratic  nightmare.  Another 
concern  is  that  if  it  is  written  too  broadly,  it 
might,  for  instance,  threaten  the  use  of  child- 
proof packaging  on  medicines. 

Odd  as  it  may  sound,  many  extreme  enviro- 
freaks  want  the  Republicans  to  go  overboard  on 
this  reform.  That  will  make  it  easier  to  per- 
suade the  White  House  to  veto  the  change.  But 
there  is  compromise  in  the  air.  "What's  at  risk 
here  is  a  true  revolution  in  the  way  we  regulate 
ourselves,"  says  Jerry  Jasinowski,  president  of 
the  National  Association  of  Manufacturers,  who 
heads  a  1,000-firm  coalition  that  is  pushing 
risk  assessment. 


rates  in  the  second  quarter  of  this  year.  That 
will  add  to  the  pressure  on  European  countries 
with  weak  currencies,  which  are  many:  France, 
Belgium,  Italy  and  Sweden.  Canada's  dollar  is 
also  weak. 

Trouble  with  any  one  of  these  countries' 
currency  would  roil  the  foreign  exchange  mar- 
kets, which  would  spill  over  to  further  weaken 
the  dollar.  Given  that  the  U.S.  has  more  or  less 
spent  dry  its  exchange  stabilization  monies  to 
bail  out  the  Mexican  peso,  the  Fed  has  but  one 
defense,  higher  rates. 

Even  without  some  dollar  upset,  Fed  insid- 
ers expect  at  least  one  more  rate  increase  in  our 
future.  Timing?  In  three  or  four  months.  If  the 
economy  continues  to  grow  at  its  present  4% 
pace,  expect  a  75-basis-point  increase.  If  the 
economy  slows  a  bit,  the  increase  may  be  50 
basis  points. 

The  oddity  is  that  inflation  fears  now  have 
little  to  do  with  what's  happening  to  rates.  Ev- 
erybody expects  consumer  prices  to  be  rising 
by  3.5%  to  4%  (up  from  today's  2.8%)  by  year- 
end,  and  nobody  bothers  much.  Hi 
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BY  RONALD  BOONE  JR. 
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How  much  harder  is  the  Federal  Reserve  likely  to  squecz 
the  economy?  Joseph  Liro,  chief  economist  at  S.G.  Wai 
burg  &  Co.,  expects  falling  unemployment  and  risin 
capacity  utilization  will  elicit  more  Fed  tightening  througl 
summer.  Nevertheless,  Liro  thinks  that  the  federal  funcl 
rate — what  banks  charge  one  another  for  overnigrj 
loans — won't  increase  more  than  a  percentage  point  froij 
its  current  rate  of  6%  over  the  next  six  months.  Liro  antiil 
ipates  a  3.5%  inflation  rate  for  1995;  over  the  12  montlj 
through  January  the  cost  of  living  index  rose  2.8%. 
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Other  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Bank 

9.0* 

Auto  sales  year  to  date  vs  1994' 
Index  of  leading  indicators  Dec  vs  Nov 

Ward's  Automotive 

-34* 

Oept  of  Commerce 

0.1*1 

Trade  balance2 12  months  ended  Dec  1994 

Dept  of  Commerce 

-$108 t 

All-commodity  producer  price  index1  Ian  vs  Dec 
GDP  4th  quarter  vs  3rd — annualized  growth 
M2'  (3-month  change) — annualized  growth 

Dept  of  Labor 
Dept  of  Commerce 
Federal  Reserve 

0.7*1 
4.5*1 

1.0?  1 

1  U.S.-based  manufacturers,  excludes  imports,  as  of  1/31/95. 2Total  goods  and  services.  'Wholesale  good  1 
*  Includes  Ml  (public  currency  and  checking  deposits)  plus  savings  accounts  and  money  market  fun  1 

Index  components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  8  equally  weighted  elements:  The  cost  of 
services  relative  to  all  consumer  prices,  the  level  of  new 
orders  for  durable  goods  compared  with  manufacturers' 
inventories,  total  industrial  production,  new  housing 
starts,  personal  income,  new  claims  for  unemployment 
compensation,  total  retail  sales,  total  consumer 
installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  in  these  charts. 
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Manufacturers'  new  orders  and  inventories 

(Sbillions),  seasonally  adjusted  (Dept  of  Commerce) 
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Industrial  production  index  (1987=100), 
seasonally  adjusted  (Federal  Reserve) 
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New  unemploymt  it  claims  average  for  month 
(thousands),  seasonally  adjusted  (Dept  of  Labor) 
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New  housing  starts  (thousands)  privately  owned, 
unadjusted  (Dept  of  Commerce) 
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Personal  income  (Sbillions)  wage  and  salary 
disbursements,  seasonally  adjusted  (Dept  of  Commerce) 
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Consumer  installment  credit  ($bii 
seasonally  adjusted  (Federal  Reserve) 
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Bonneville  SSEi ' 


Reserved   is  where  you   park:. 
Mot  how  you  drive. 


&MB83 


The  Pontiac*  Bonneville  SSEi  is  engineered 
for  enthusiastic  performance.  Inspired  and 
technologically  advanced,  it  is  a  car  uniquely 
fitted  to  the  driver.  SSEi's  design  bridges 
the  Atlantic,  incorporating  the  best  from  both 
Europe  and  America.  From  its 

to  its  sumptuous  available 

SSEi      rewards      you 

with  a     feeling  of  sophisticated   power.  And 

exciting  refinement. 

More   horsepower  than   a    BMW 
525i  and  more  torque  than  the  Lexus 

PONTIAC  CARES  with  a  3-year/36,000-mile  no-deductible  bum 


LS  400.  and  are  standard. 

Bonneville*    grips    the    road    with    available 

adjustable  suspension  system.  You 
could  spend  thousands  more  on  a  driving 
sedan  of  this  caliber*  But  why? 

Call     1    800   2PONTIAC    for    complete 
information. 


fPO   N  T  I  AC 
BONNEVILLE 

WE  ARE  DRIVING  EXCITEMENT 


24-hour  Roadside  Assistance  a 


nd  Courtesy  Transportation. 


"Did  the  weatherman 

say  anything  about 
solar  winds  tonight?" 


■"• 


It  wasn't  a  rainstorm  that  knocked  out  the 
power  in  Quebec,  Canada,  and  disrupted  service 
in  seven  states  in  March  1989.  It  was  the  sun. 

In  addition  to  light  and  heat,  the  sun 
radiates  an  electrically  charged  gas  called  plasma, 
or  solar  wind.  When  the  solar  wind  penetrates 
the  Earth's  magnetic  field,  it  creates  spectacular 
light  shows  known  as  the  Northern  and 
Southern  Lights. 

It  can  also  create  havoc. 

Solar  wind  has  disrupted  radio  communi- 
cations, navigation  systems  and,  as  it  did  in 
March  1989,  caused  a  massive  power  blackout. 

To  help  predict  these  potentially  dangerous 
"space  weather"  conditions,  NASA  launched  the 
Wind  satellite  on  November  1,  1994.  The  first  of 
two  spacecraft  in  NASA's  Global  Geospace  Science 
program,  and  part  of  an  international  satellite 
network,  Wind  will  study  the  mass,  momentum  and 
energy  of  the  solar  wind  for  the  next  three  years. 

The  data  it  sends  back  will  provide  the 
early  warning  needed  to  minimize  solar  wind 
damage  to  radar,  microelectronics  and  the  power 
supplies  of  entire  cities. 

As  the  company  that  designed  and  built 
Wind,  which  already  is  providing  useful  data  to 
scientists,  Martin  Marietta  is  proud  to  be  a  part 
of  the  extraordinary  NASA  and  Goddard  Space 
Flight  Center  team 

What  they  le.  n  space  today  will  safeguard 
the  quality  of  life  on  Earth  tomorrow. 
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The  regional  Bell  companies  are  right  now  in  a  happy  state,  with  few 
of  the  disadvantages  of  regulation  but  many  of  the  advantages. 

Lord,  make  me 
competitive 
but  not  just  yet 
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By  Gary  Samuels 

Long  live  the  free  market!  Hail  the 
information  highway! 

With  these  battle  cries  the  local  Bell 
telephone  companies  have  conducted 
a  campaign  to  loosen  the  rate  regula- 
tion that  they  have  been  subjected  to 
for  most  of  this  century.  And  they  are 
scoring,  or  are  about  to  score,  an 
impressive  number  of  victories — in 
state  utility  commissions,  in  state  leg- 
islatures, at  the  Federal  Communica- 
tions Commission  and,  quite  possibly 
this  year,  in  Congress. 

The  consequences  of  this  campaign 
for  pricing  freedom  are  twofold.  One 
is  that  local  telephone  utilities  have 
become  immensely  profitable,  gener- 
ating a  combined  $27  billion  last  year 
in  cash  flow  (in  the  sense  of  deprecia- 
tion plus  net  income  before  one-time 
writeoffs  ).  The  chart  opposite  illus- 
trates the  growth  in  their  efficiency 
over  the  last  1 1  years — since  the  Babv 
Bells  were  created  in  the  breakup  of 
the  old  AT&T. 

The  other  consequence  is  that  the 
local  telephone  industry  has  latch  ac- 
quired a  lot  of  enemies. 

The  complainers  aren't  merely 
some  collection  of  Naderites.  They 
are  giant  corporations  with  million 
dollar  phone  bills,  long  distance  com- 
panies unhappy  sharing  so  much  of 
their  revenue  with  local  phone  utili- 
ties, and  cable  television  outfits  and 
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other  would  be  competitors  arguing 
that,  in  much  of  the  country,  the 
entrenched  Bell  operating  companies 
are  thwarting  competition. 

Washington  lawyer  Brian  Moir  is 
chief  lobbyist  for  the  International 
Communications  Association,  a  tele- 
communications user-group  whose 
members  include  General  Motors, 
General  Electric  and  Goldman,  Sachs. 
Moir  claims  that  the  Bells  are  set  to 
collect,  over  the  next  five  years,  $30 
billion  to  $40  billion  more  than  they 


* 


are  entitled  to  as  regulated  utilities.*  SWcst is 
How  can  that  be?  Aren't  loqffteiro 
phone  companies  regulated  monopj  Meeting 
lies?  The  answer  is  that  local  pho< 
service  is  ceasing  to  be  a  monopot  q| the  tn 
and  is  also  ceasing  to  be  closely  reg|  [teF(( 
lated  on  price.  Right  now,  howev\ 
the  business  is  in  a  nebulous  state  I  t 
which  many  phone  companies  ha 
most  of  the  freedom  of  unregulatd;  ,j 
competitive  enterprises  but  little 
the    competition.    Meanwhile,    t 


Bells  have  the  best  of  both  worlds.*  p[on 
Competition  is  coming,  but  slow  -j^.  w 
In  the  past  month  Nynex  signed  l  y(JUU 
terconnection  deals  that  let  mfs  Co 
munications  and  Cablevision  System  ^mi 
plug  into  its  switches  and  there 
share  a  piece  of  the  lucrative  N\  jj  Wf  ( 
York  market.  Prodded  by  regulate  1r,; 


El  x, 

Hructui! 


Ameritech  announced  its  plan  to  si> 


Phone  customers  say  they 
atr  being  overcharged. 
How  much?  As  much  as  $40 
billio  n  over  the  next  five  years, 
claims  lobbyist  Brian  Moir. 


a  similar  deal  with  mfs  in  Chicag  % 
But  these  are  the  only  such  arranji 
ments  in  the  country.  Local  switel 
phone  competition — meaning 
ability  to  let  customers  interconn 
phone  calls — is  still  not  fully  pern 
ted  in  37  states. 

Even  in  the  13  states  where  com' 
tition  is  officially  welcomed,  chalk) 
ers  have  an  uphill  battle.  In  Seat 
tiny  Electric  Lightwave  Inc.  went 
court  to  win  the  right  to  a 
switched  phone  service  to  its  busir 
customers.  Nevertheless,  incumb 
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The  regional  Bells  get  more  efficient 


Combined  Bell  telephone  companies'  operating  revenues  ($billions) 


Combined  employee  count  (thousands) 


74 


600 


'84  '85  '86  '87 

Source:  United  States  Telephone  Association 


■I   >  West  is  still  in  a  position  to  exact  a 

I   Ffee  from  competitors  like  ELI  for 

meeting  their  lines  to  its  own.  Reg- 

:  tors  may  not  sort  out  the  matter 

w   il  the  end  of  this  year. 

\   [Tie  FCC  regulates  the  Bells  based 

<   their  long  distance  access  charges. 

\  ien  it  ordered  the  Bells  to  permit 

o    npetitors    to    interconnect    their 

&   lipment  on  Bell  property,  South- 

W   ;tern  Bell  came  up  with  a  tariff  for 

ik,    istructing  space  in  its  office  for 

wo  npetitors  to  use. 

ti   'They  were  charging  us  more  to 

p    Id  out  a  10-foot-by-10-foot  cage 

B<   n  the  average  price  of  a  four- bed- 

Sfl   im  home  in  their  service  territory," 

"i  s  Royce  Holland,  president  of  mfs. 

•■■    nd   we   didn't   even   get   indoor 

;-•   mbing." 

ni  'he  Bells,  in  short,  are  doing  what 
di  nes  natural:  making  life  tough  for 
ait)  uld-be  competitors. 

f  you  don't  see  telephone  users 
rching  on  state  capitols  over  rates, 
Jie  usual  "consumer  advocate" 
,  pd  ups  are  mostly  silent  on  this  issue, 
for  a  simple  reason:  Phone  rates 
i't  going  up.  Thanks  to  the  same 
rtronic  technology  that  makes 
nputers  more  of  a  bargain  every 
r,  telephone  equipment  gets  ever 
aper.  Labor  productivity  is  going 
as  well;  since  the  1984  breakup  of 
old  American  Telephone  &  Tele- 


graph, the  regional  Bell  companies 
have  trimmed  their  combined  phone 
company  payrolls  by  162,000,  or  29% 
of  their  work  force. 

What's  happening,  Moir  claims,  is 
that,  instead  of  cutting  rates  as  ex- 
penses fall,  the  Bells  tend  to  put  the 
savings  in  their  corporate  pockets.  In 
a  few  states — notably  Illinois  and 
New  York — they  are  under  orders 
from  utility  rate  regulators  to  reduce 
rates  and  open  their  networks  to  com- 
petition. But  by  and  large  the  local 
telephone  companies  don't  have  any 
obligation  to  do  either  as  their  costs 
decline. 

Lee  Selwyn  is  president  of  Eco- 
nomics &  Technology  Inc.,  a  Cam- 
bridge, Mass.  firm  that  testifies  on 
behalf  of  regulators,  corporate  phone 
users  and  long  distance  and  cable 
companies  at  regulatory  hearings 
around  the  country.  Selwyn  says  prof- 
its at  regional  telephone  companies 
are  compounding  as  costs  drop  while 
rates  don't.  To  make  matters  worse, 
unit  traffic  is  up,  thanks  to  the  boom 
in  faxes,  cellular  phones  and  on-line 
computer  services. 

In  1 1  states  phone  utilities  are  free 
to  pocket  most  or  all  of  their  cost 
savings  from  better  electronics  and 
smaller  work  forces.  They  get  that 
freedom  by  persuading  the  authori- 
ties to  adopt  some  variation  on  the 
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The  Bells  have 
cut  160,000  jobs 
since  they  were 
formed  in  1984. 
Equipment  costs 
have  fallen. 
Revenues  have 
climbed,  thanks 
to  the  popularity 
of  long  distance 
and  wireless 
calling,  faxes 
and  on-line 
data  services. 


"price  cap"  model  of  regulation.  This 
approach,  first  applied  to  AT&T  in 
1989  to  regulate  the  long  distance 
business,  allows  a  telephone  company 
a  lot  of  leeway  in  modifying  individual 
rates  for  competitive  services  on  its 
own,  provided  the  rates  do  not  move 
out  of  a  specified  range  for  captive 
customers. 

To  sell  the  states  on  price  cap  regu- 
lation, the  Bells  say  they  need  an 
"incentive"  to  earn  extra  profits, 
since  those  profits  will  be  plowed  back 
into  modernizing  the  system — into 
giving  rate  payers  the  information 
superhighway  that  Vice  President 
Gore  chatters  about. 

In  New  Jersey  in  1992,  Bell  Atlan- 
tic convinced  the  state's  legislature 
and  utility  board  to  let  it  continue  to 
earn  a  high  return  so  that  it  could 
afford  to  crisscross  the  Garden  State 
with  fiber-optic  cable. 

The  estimated  cost  of  this  construc- 
tion project,  dubbed  "Opportunity 
New  Jersey":  $1.5  billion  on  top  of 
what  Bell  Atlantic  had  planned  to 
spend  all  along — virtually  all  to  come 
from  rate  payers. 

This  rate -payer- funded  fiber  is  a 
way  for  Bell  Atlantic  to  invade  the 
cable  business,  splutters  Patrick 
McColl,  head  of  the  New  Jersey  Cable 
Television  Association. 

How  did  Bell  Atlantic  pull  off  this 
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Baby  Bells 


coup?  In  1992  it  persuaded  Edward 
(The  Coach)  Salmon,  a  former  high 
school  basketball  coach  and  state  as- 
semblyman who  was  appointed  pub- 
lic utilities  commissioner  by  former 
governor  Jim  Florio,  that  the  plan 
would  help  the  then  economically 
depressed  state. 

Salmon  carried  around  in  his  pock- 
et two  pieces  of  cable,  one  fiber-optic 
and  one  copper,  to  show  when  testify- 
ing before  the  New  Jersey  legislature 
and  elsewhere  in  favor  of  the  plan. 
Impressed,  last  year  Southwestern 
Bell  flew  Salmon  to  a  "Connect  Mis- 
souri" rally  in  Jefferson  City  to  tell  the 
locals  about  fiber.  Southwestern  was 
fighting  rate  reductions  and  had  of- 
fered to  use  the  money  to  wire  the 
state  with  fiber. 

Kenneth  McClure,  vice  chairman 
of  the  Missouri  Public  Service  Com- 
mission, thought  the  company  should 
raise  the  money  privately  for  upgrad- 
ing its  network.  But  Southwestern 
took  its  message  to  the  public  with 
mass-market  media  ads  and  to  the 
state  legislature  with  lobbyists.  Mc- 
Clure backed  down,  agreeing  to  a 
plan  in  which  Southwestern  Bell  can 
freeze  rates  until  1999  in  return  for 
investing  $275  million  a  year. 

The  Bell  companies,  of  course,  dis- 
miss most  of  this  criticism  as  self- 
serving.  "What  difference  does  it 
make  if  someone  has  a  declining  cost 
structure  and  if  they're  earning  X 
instead  of  Y?"  asks  Roy  Neel,  presi- 
dent of  the  Bell-dominated  U.S. 
Telephone  Association.  Fans  of  price 
cuts  want  technology,  he  says,  but 
they're  not  willing  to  pay  for  it.  As  for 
AT&T,  mci  and  Sprint,  which  are  press- 
ing the  FCC  to  sharply  lower  the  access 
rates  they  pay  to  get  their  calls  com- 
pleted, Neel  says:  "They'd  have  a 
better  case  if  there  were  any  evidence 
they'd  passed  along  the  savings  from 
the  past  four  years  of  price  caps  to 
their  customers — $3.5  billion.'' 

A  decade  or  so  from  now,  when  the 
great  telephone  war  is  over,  the  U.S. 
will  have  a  far  more  competitive  tele- 
phone network  with  a  wealth  of  new 
fiber  and  cellular  connections.  Until 
then,  don't  expect  the  former  region- 
al monopolies  to  give  up  even  an  inch 
of  turf  without  a  battle  I  repetition 
may  be  the  American  sv;  out  that 
doesn't  mean  business  people  have  to 
love  it.  m 
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At  the  end  of  1991  Citicorp  had  a  total  market 
capitalization  of  $3  billion;  last  year  it  earned 
that  much.  This  is  one  of  the  most  spectacular 
turnarounds  in  corporate  history. 

The  Wizard 
ofCiti 
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By  Matthew  Schifrin 

The  seven-stroke  golf  handicap 
John  Reed  sported  when  he  became 
chairman  of  Citicorp  in  1984  has 
more  than  doubled,  the  boyish  face  is 
lined  now  and  his  hair  is  peppered 
with  gray.  After  29  years,  his  marriage 
to  his  wife,  Sally,  broke  up  in  1993. 
But  Reed  has  more  than  survived 
these  harrowing  years;  he  has  come 
through  with  colors  flying.  In  1994 
Citi  earned  $3.4  billion,  $6.29  per 
share,  up  52%  from  1993's  record 
earnings  and  a  nearly  $4  billion  swing 
from  the  $457  million  net  loss  it 
suffered  in  1991.  This  year  looks  like 
another  great  year  for  the  nation's 
largest  bank  holding  company. 

Citicorp's  return  on  assets,  at 
1 .29%,  ranks  it  way  above  most  other 
so-called  money  center  banks  like  J. P. 
Morgan  (0.70%)  and  Chemical 
(0.78%),  and  its  return  on  equity,  at 

Banking  on  the  consumer 

Percentage  of 
core  business 


Corporate  banking 


iMMA 


As  Citi  chases 
the  same  custom- 
ers around  the 
world  as  Disney 
and  Coke,  its 
once  dominant 
corporate 
business  wanes 
in  importance. 


Source:  Citicorp 
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21%,  is  on  par  with  the  best-manag 
regional  banks  like  Norwest  (21 
and  Wells  Fargo  (21%).  Citi's  Tier 
capital  ratio— a  vital  measure  of  fina 
cial  strength  for  banks — is  now  7.1 
of  risk-adjusted  assets,  up  from  3.. 
in  1990.  Citi's  loan-loss  reserves, 
$5.2  billion,  now  cover  80%  of 
nonperforming  assets.  At  a  recc 
42 xh  a  share,  its  stock  has  appreciat 
400%  since  1991. 

To  give  all  the  credit  to  the  56-yec 
old  John  Reed  for  this  remarkai 
turnaround  would  be  to  ignore  i 
realities  of  running  a  company  w 
$250  billion  in  assets  and  82,6 
employees.  Still,  he  was  where 
buck  stopped.  And  he  richly  deser 
kudos  for  what  has  happened. 

When  John  Reed  first  arrived 
Citicorp  in  1965,  he  was  a  fresh-fai 
26-year-old  graduate  of  MIT's  Sk 
School  of  Management.  Because 
had   been  raised  in  Argentina  ; 
Brazil,  he  was  placed  in  Citicoi 
overseas  planning  group,  where 
rose  rapidly  through  the  organizat 
with  unorthodox  ideas  about  expat's \ra 
ing    consumer    banking    operatiii  irters,  Bv 
overseas.  Consumer  credit  for  Arg 
tineans?  For  Indians?  Why  not? 

In  1974  then  Citicorp  chainr 
Walter  Wriston,  asked  Reed  to  st 
the  bank's  consumer  business.  Re( 
recommendation  was  to  expand 
mestically  and  internationally  by  i 
ing  advantage  of  international  le 
ing  relationships  Citibank  had  m 
tained  since  the  early  1900s.  It 
already  on  the  scene  in  so  many  cc 
tries.  If  it  could  reach  the  busii 
people  there,  why  not  the  consum 
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ribank  knew  the  territories  and  it 

e\\    the  technology  of  consumer 

iding. 

When   Wriston   retired    in    1984, 

ed's  vision  of  a  "global  consumer 

nk"  helped  the  young  man  beat  out 

als  for  the  top  job. 

Coming    up    through    the    ranks, 

ed  was  known  as  a  hard-driving, 

mbers-oriented    and    often    cold 


too  big  and  complicated  for  any  one 
person  to  run. 

Maybe  his  hand  sometimes  rested 
too  lightly  on  the  tiller.  His  hand- 
picked  managers  opened  Citi's  purse 
strings  for  some  flamboyant  charac- 
ters who  later  turned  out  to  be  dead- 
beats —  Donald  Trump,  Robert  Cam- 
peau,  Olympia  &  York. 

By  the  end  of  1990  Citicorp's  Tier 


to  Citi's  long-suffering  shareholders. 

At  a  board  meeting  at  the  Camino 
Real  Hotel  in  Mexico  City  in  March 
1991,  Reed  asked  his  outside  direc- 
tors for  a  vote  of  confidence  in  his 
plans  to  fix  the  bank's  problems.  He 
got  it,  but  his  job  was  still  not  secure. 
The  media  were  full  of  predictions  of 
his  imminent  downfall. 

All  around  the  corporate  landscape, 


Citicorp 

Chief  Executive 
John  Reed 
A  job  well  done, 
but  shareholders 
hope  that  his 
handicap  doesn't 
improve  much. 


:;a  inager.  But  after  he  took  the  top  job 
1984,  Reed  moved  into  the  glass 
;3*ice   on   the   second   floor  of  the 
:j  rik's  New  York  Park  Avenue  head- 
era  arters.  By  then  he  had  dropped  his 
ii  1  autocratic  ways  in  favor  of  open- 
:    >s  and  collegiality.  He  couldn't  run 
[tali  s  huge  outfit  the  way  he  could  run  a 
■  i  ision  of  it.  So  be  it.  He'd  adapt  to 
I  ;J  new  role  as  leader  who  sets  a  tone 
:|her  than  barking  orders. 
-vtn  1987  Reed  told  Forbes  that  his 
-de  running  Citicorp  was  similar  to 
Tfit  of  the  Wizard  of  Oz.  He  did  not, 
course,  mean  that  his  job  was  to 
mmox  people.  Rather  that,  like  the 
zard,  he  would  have  to  seem  to  be 
:harge  when  in  fact  the  outfit  was 
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1  capital  ratio  had  fallen  to  3.93%  (by 
the  calculation  method  then  in  use), 
barely  above  the  3.625%  regulator}' 
requirement  at  the  time.  Total  re- 
serves amounted  to  S4.5  billion — 
only  about  30%  of  nonperforming 
assets.  In  1991  Citicorp  was  hemor- 
rhaging red  ink  and  short-sellers  were 
swarming  around  its  battered  stock. 

Heavy-handed  pressure  from  fed- 
eral regulators  forced  Reed  to  elimi- 
nate Citi's  common  dividend  and  to 
seek  capital  from  outsiders.  On  a  lim- 
ited-risk infusion  of  nearly  S800  mil- 
lion in  fresh  capital  into  Citi,  Saudi 
Arabian  Prince  Alwaleed  Bin  Talal 
made  himself  a  profit  of  SI  billion  or 
so — at  the  expense  of  serious  dilution 


blue-chip  chief  executives  were  either 
walking  the  plank — like  John  Gut- 
freund  of  Salomon — or  about  to — 
like  Kay  Whitmore  of  Eastman  Ko- 
dak, James  Robinson  of  American 
Express,  Robert  Stempel  of  General 
Motors  and  John  Akers  of  ibm. 

In  October  of  1992  Reed  fired 
Richard  Braddock,  the  popular  con- 
sumer banking  whiz  he  had  groomed 
and  elevated  to  the  job  of  president.  It 
was  and  is  generally  believed  that 
Reed  threw  Braddock,  now  a  partner 
at  Clayton,  Dubilier  &  Rice,  to  the 
wolves  to  slow  their  pursuit. 

Meanwhile,  however,  Citibank's 
vaunted  consumer  lending  businesses 
continued  to  spin  out  money.  In  mid- 
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Citicorp 
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Citi's  comeback 

Bank 

Assets 

Return 

Two-year 

($bil) 

on  assets 

price  change* 

Citicorp 

$250 

1.29% 

86.0% 

BankAmerica 

215 

1.08 

-15.1 

Chemical 

171 

0.78 

-7.1 

NationsBank 

170 

1.02 

-12.2 

JP  Morgan 

155 

0.70 

-14.6 

Chase  Manhattan 

114 

1.01 

20.6 

Bankers  Trust 

97 

0.59 

-19.2 

Banc  One 

89 

1.15 

-34.3 

First  Union 

77 

1.27 

-5.1 

KeyCorp 

67 

1.36 

-22.0 

♦From  12/31/92  to  12/31/94. 

Sources:  SNL  Securities;  UBS  Securities. 

A  few  years  ago 
Reed's  job  was 
in  jeopardy  and 
bank  regulators 
were  breathing 
down  Citicorp's 
neck.  Now 
it  is  leading 
the  pack  again. 


1993  Reed  hired  renowned  hatchet- 
man  Christopher  Steffen  for  $1.3  mil- 
lion in  cash  compensation,  plus  mil- 
lions in  stock  options.  Since  1990 
nearly  $1 .5  billion  has  been  cut  out  of 
Citicorp's  expenses  and  its  job  roster 
has  been  reduced  by  14,000  employ- 
ees. Layers  of  management  were  elim- 
inated. Wriston's  decentralized  sys- 
tem of  creative  but  warring  fiefdoms 
evolved  into  a  group  of  16  business 
heads  sharing  information  and  re- 
porting monthly  to  a  management 
committee  of  five  vice  chairmen  and 
Reed.  That  move  did  two  things:  It 
centralized  more  power  at  the  top, 
but  reduced  Reed's  role  from  the 
emperor  that  Wriston  had  been  to 
more  of  a  committee  chairman. 

Then  the  Federal  Reserve  started 
bringing  interest  rates  down,  the  real 
estate  panic  ended,  and  the  banks 
were  saved.  Reed  gets  no  credit  for 
that.  What  he  does  deserve  credit  for 
is  what  he  didn't  do.  Above  all,  he 
didn't  panic  and  throw  good  busi- 
nesses overboard. 

Other  banks  hastily  eliminated  ma- 
jor businesses  when  they  ran  into 
trouble.  BankAmerica  and  Chase 
Manhattan  cut  back  overseas.  Conti- 
nental exited  the  retail  banking  busi- 
ness just  as  wholesale  banking 
slumped. 

Reed  stuck  to  his  vision  for  Citi- 
corp's future  as  a  world  leader  in 
consumer  finance  and  actually  ex- 
panded many  of  its  core  operations. 
He  figured  that  once  the  bank  got 
past  its  troubled  loans,  profits  from 
these  fast-growing  international  fran- 
chises would  make  their  way  to  the 
bottom  line. 
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It  happened  as  he  had  hoped.  In 
1993,  75%  of  the  bank's  earnings 
came  from  outside  North  America; 
last  year,  even  with  North  America 
improving,  overseas  earnings  ac- 
counted for  58%  of  Citi's  $3.2  billion 
core  business  earnings.  Over  $1 .4  bil- 
lion in  1994  profit  came  from  opera- 
tions in  emerging  markets  like  Thai- 
land, Taiwan  and  India. 

"Historically  our  origins  were  that 
of  a  big  money  center  bank,"  says 


What  Reed  does  deserve 
credit  for  is  what  he 
didn't  do.  Above  all, 
he  didn't  panic  and  throw 
good  businesses  overboard. 


Reed.  "That  isn't  an  accurate  descrip- 
tion of  us  today.  There  is  an  emerging 
business  opportunity  in  the  world 
that  brand  names  like  Levi's,  Sony 
and  Marlboro  are  selling  into.  We  are 
in  that  market,  but  our  profit  per 
customer  is  significantly  higher  for  us 
than  selling  Pepsi." 

Today  Citicorp  has  over  3,300  of- 
fices in  94  countries  around  the 
world,  ranging  from  Hungary  to 
Chile,  from  Kenya  to  Vietnam.  Over 
half  of  Citicorp's  82,600  employees 
live  outside  the  U.S.,  and  today  Citi- 
corp is  the  only  truly  global  consumer 
and  corporate  bank  in  the  world. 

Reed  and  Vice  Chairman  Pei-yuan 
Chia,  head  of  the  global  consumer 
business,  are  betting  that  they  can 


s 


re 


promote  an  international  brand  iden- « 
thy  for  Citicorp.  Why  not  "Cm"  ™ 
alongside  Coca-Cola  and  Disney? 
"Our  intention  is  to  build  the  world's 
most  respected  financial  services 
brand  name,"  Pei-yuan  Chia  said  in  a 
speech  last  fall. 

Walk  into  a  newly  modernized  Citi- 
bank branch  in  Jakarta,  Frankfurt  or 
Flushing,  N.Y.  and  you'll  see  Chia's 
plan  of  cookie-cutter  retail  outlets,  as 
alike  and  as  familiar  as  a  McDonald's. 
Borrowing  from  Wal-Mart,  Citi's 
new  branches  have  greeters  at  the 
door  to  welcome  customers  and  di- 
rect them  to  the  appropriate  place.      |  kChris 

This  international  exposure — 
where  Reed  is  very  much  at  home — ist  Smote 
what  sets  Citibank  apart  from  other  (fell 
banks.  It  gives  Citibank  a  great  edge  mci  t< 
over  domestic  banks  that  are  forced  tot  rf  fro 
slug  it  out  in  the  home  market  over  j  jcfcird 
commercial  loans  and  credit  cards,*;  ross don 
where  earnings  have  been  growing  at.  i  of  n 
less  than  10%  annually.  i  k\  of 

Mexico?  It  is  estimated  to  represents  to  our 
less  than  2%  of  Citicorp's  income,  andi  m* , 
Citi's  cross-border  exposure  is  only!,  jhvith 
about  $4.3  billion,  although  Reed*  aiiuk 
admits  that  Mexico's  problems  will)  <j|imisi 
hurt  growth  elsewhere.  "I  don't  be-,  aitproi 
lieve  emerging  markets  will  grow  an  Boli\ia' 
15%  in  1995,"  he  says  flatly.  But  long  :ukh 
after  the  Mexican  crisis  passes,  Citi's'  mnvlio 
powerful  presence  in  the  developing  feted  i 
world  will  stand  the  bank  in  good  0;Q 
stead  as  the  middle  class  there  grow*  m^t 
and  prospers.  i  ^  ^ 

The  turnaround  is  over,  and  Reedi  ^j 
has  time  to  reflect  on  the  reasons  foi 
his  survival.  Says  he:  "Part  of  it  was 
luck  and  the  other  part  was  workingls^. 
hard.  I  was  fortunate  in  that  I  got  oui  ,-:j  ^ 
ahead  of  the  problems.  Some  of  my  :?Wl 
friends  didn't."  <  a.Onth 

Now  Citi  must  move  forward.  De<  •  j,r 
spite  the  powerful  rally  in  its  stod 
price,  Citi  shareholders  have  farec 
only  about  half  as  well  as  the  s&P  50( 
in  the  decade  since  Reed  took  over 
That  remains  something  of  a  blemish 
on  his  record.  Moreover,  some  2,000 
key  managers  have  a  lot  riding  on  th< 
stock.  The  top  100 — Reed  amonj 
them — have  options  that  don't  be 
come  fully  vested  until  Citicorp' 
stock  hits  $60  per  share. 

Look   for   higher   dividends   an< 
stock    repurchases — both    easily   af 
fordable  out  of  Citi's  vast  and  swellinj     a,j, 
flow  of  earnings. 
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./lexico's  troubles  notwithstanding,  the  capitalist 
(evolution  continues  to  sweep  Latin  America, 
low  it's  Bolivia's  turn. 

ill  Bolivians 


ead  Forbes? 


y  Christopher  Palmeri 


£mote  Bolivia,  a  nation  of  7  mil- 

n  high  up  in  the  Andes,  has  finally 
lrned  to  free  enterprise  to  rescue 
self  from  poverty  and  economic 
ackwardness.    Bolivia's    per    capita 

oss  domestic  product  is  only  a  third 
lat  of  neighbors  Brazil  and  Chile, 
lany  of  Bolivia's  poor  are  Indians 
ho  cannot  read  or  speak  Spanish, 
acking  other  means  of  livelihood 
id  with  its  once  rich  tin  mines  in 
:rminal  decline,  it  is  no  surprise  that 
olivia  is  the  world's  third-largest  co- 
une  producer. 

Bolivia's  president,  Gonzalo  San- 
lez  de  Lozada,  is  a  mining  entrepre- 
eur  who  was  raised  in  the  U.S.  and 
iucated  in  philosophy  at  the  Univer- 
ty  of  Chicago.  He  wants  badly  to 
ring  his  native  land  into  the  modern 
orld.  "Nations  that  cannot  export 
oods  and  services,"  he  says,  "export 

ople  and  drugs." 

As  his  biggest  step  in  integrating  his 
:onomy  with  that  of  the  outside 
orld,  Sanchez  de  Lozada  hopes  to 
11  pieces  of  six  state-owned  compa- 
ies.  On  the  block:  airline,  phone,  oil, 
lilroad  and  tin  smelting  operations. 

As  Bolivia's  minister  of  planning  in 
le  mid-1980s,  Sanchez  de  Lozada 
)ined  with  Harvard  economist  Jef- 
ey  Sachs  in  bringing  economic 
jloi  lock  therapy  to  Latin  America,  slash- 
ig  taxes,  tariffs,  regulations  and  sub- 
■dies.  The  program  cut  inflation  from 
4,000%  per  year  in  1985  to  the 
ingle  digits,  where  it  remains  today. 

Sanchez  de  Lozada  believes  his 
3untry  is  now  ready  for  the  next  step 
n  the  road  to  capitalism.  He  thinks 
t  can  raise  as  much  as  S2  billion 
irough  privatization — a  lot  of  mon- 
y  in  a  nation  whose  gross  domestic 
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Bolivian  President  Gonzalo  Sanchez  de  Lozada 
Politics  with  an  American  accent. 


product  is  $7  billion.  But  money  isn't 
the  main  object.  The  president  wants 
to  bring  technological  and  manageri- 
al know-how  and  outside  capital  to  his 
landlocked  and  primitive  economy. 
The  Bolivian  state  oil  company,  Yaci- 
mientos  Petroliferos  Fiscales  Bolivi- 
anos (ypfb),  has  already  joined  with 
foreign  firms  like  Enron,  Tenneco, 
British  Gas  and  Australia's  Broken 
Hill  Proprietary  to  construct  a  natural 
gas  pipeline  from  Bolivia  to  Brazil. 
The  combined  cost  of  this  project, 
which  includes  new  power  plants  and 
development  of  Bolivia's  large  gas 
reserves,  is  expected  to  top  $5  billion. 
On  its  own,  Bolivia  could  not  raise 
this  kind  of  money. 

The  oil  company  itself  is  now  on  the 
privatization  list.  Winning  bidders  in 
this  and  other  asset  sales  will  receive 
50%  of  the  stock  and  complete  man- 
agement control  of  the  privatized 
firms.  In  return,  they  will  agree  to 
invest  a  predetermined  amount  in 
modernizing  the  operations. 


Does  this  mean  the  foreign  inves- 
tors will  have  the  Bolivian  state  as  a 
partner?  Happily,  no.  The  Bolivian 
half  of  the  privatized  company's  stock 
will  be  handed  over  to  privately  run 
pension  plans  for  the  benefit  of  the 
3.5  million  adult  Bolivians.  Two  or 
three  years  down  the  road,  if  all  goes 
according  to  Sanchez  de  Lozada's 
plan,  the  pension  funds  will  create  a 
public  market  for  the  privatized  firms, 
either  by  giving  some  of  the  shares 
directly  to  the  Bolivian  people  or  by 
selling  shares  to  the  public. 

The  Sanchez  de  Lozada  program  is 
based  on  the  economic  reform  that 
has  been  so  successful  in  Chile.  In 
Chile  social  security  has  been  priva- 
tized, with  the  people  allowed  to  in- 
vest their  pension  money  in  the  secu- 
rities of  productive  enterprises.  Inter- 
viewed at  the  Summit  of  the  Americas 
in  December,  Sanchez  de  Lozada  put 
it  this  way:  "We  are  not  selling  assets 
so  much  as  inviting  people  to  become 
partners.  That's  why  we  call  it  capital- 
ization, not  privatization." 

In  sharp  contrast  to  Mexico's  expe- 
rience with  flighty  portfolio  investors, 
Bolivia  is  looking  for  businesses,  not 
institutional  or  private  investors. 
"This  is  not  fly-by-night  capital," 
notes  Bolivian  Energy  Secretary  Car- 
los Miranda  Pacheco.  "There  is  a 
commitment  on  both  sides." 

First  on  the  block  will  be  the  pow- 
er-generating assets  of  Empresa  Na- 
tional de  Electricidad  (ende),  the 
state  electric  company.  Last  year  31 
foreign  companies  formally  expressed 
interest  in  bidding  for  ende.  The  list 
includes  big  utilities  like  Dominion 
Resources,  General  Public  Utilities 
and  Baltimore  Gas  &  Electric,  as  well 
as  independent  power  producers  like 
AES,  Destec  Energy  and  Enron. 

"This  plan  will  accomplish  two  im- 
portant goals,"  says  Mark  T.  Cox, 
head  of  Dominion  Resources'  inter- 
national operations.  "Adding  new  ca- 
pacity, and  getting  the  government 
out  of  the  businesses." 

By  adopting  the  Chilean  model, 
the  Bolivian  president  is  seeking  to 
give  even  the  poorest  of  his  people  a 
direct  stake  in  private  enterprise.  "We 
want  people  participating  [in  the  pri- 
vatization] for  political  and  social  rea- 
sons," Sanchez  de  Lozada  says.  "We 
want  the  Bolivian  people  reading 
Forbes,  not  Karl  Marx."  m 
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By  splitting  his  hotel  company  in  two,  Bill  Marriott 
enhanced  the  value  of  both  halves. 

Marriott, 
meet  Marriott 


By  Rita  Koselka 

It  may  be  a  bit  confusing  to  investors 
that  there  are  two  hotel  companies 
bearing  the  Marriott  name — Host 
Marriott  Corp.  and  Marriott  Interna- 
tional, Inc. — but  there  is  nothing 
confusing  about  their  respective  roles. 
Host  Marriott  owns  and  trades  hotel 
real  estate  but  does  not  manage  ho- 
tels. Marriott  International  manages 
hotels,  but  does  not  own  (hem. 

The  two  companies  have  two 
things  in  common:  The  family  of 
John  Willard  (Bill)  Marriott  Jr.  owns 
the  biggest  block  of  stock  in  each;  and 
most,  but  not  all,  of  the  hotels  owned 
by  Host  Marriott  are  managed  by 
Marriott  International. 

The  two  companies  were  split  in 
1993  following  a  messy  divorce  an- 
nounced in  October  1992.  "We  nev- 
er wanted  to  own  real  estate,"  ex- 
plains Bill  Marriott,  now  chairman  of 
Marriott  International,  "but  it  was 
the  only  way  to  expand  quickly." 

Here's  what  happened:  For  years 
Marriott  had  been  building  hotels 
according  to  its  own  specifications, 
then  selling  them  to  investors  and 
keeping  the  management  contracts. 

The  build-sell-and-manage  strate- 
gy worked  beautifully.  Marriott's  ho- 
tel count  surged  from  just  75  in  1980 
to  539  in  1989.  Bill  Marriott  added 
new  chains  like  Residence  Inn,  a  chain 
of  extended-stay  hotels,  and  Court- 
yard by  Marriott,  a  chain  of  midprice, 
limited-service  hotels. 

Suddenly  the  rules  changed.  In 
1986  Congress  sharply  reduced  real 
estate  tax  shelters.  The  change  caught 
Marriott  in  the  full  flush  of  a  building 
program  and  loaded  with  debt.  When 
two  Japanese  banks  reneged  on  com- 
mitments to  buy  hotels  worth  $700 
million  from  Marriott  in  1990,  Marri- 
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Marriott  International's  J. W.  Marriott  Jr. 
"Success  is  never  final." 


ott  was  stuck  with  a  lot  of  distressed 
real  estate  and  debt  of  $3.4  billion. 
"Anything  that  wasn't  started,  we 
didn't  start,  even  if  there  was  a  hole  in 
the  ground,"  says  Marriott. 

Burdened  with  debt,  the  company 
couldn't  easily  expand.  Nor  could  it 
reshuffle  its  encumbered  portfolio  of 
properties.  It  was  then  (in  1992)  that 
the  idea  was  conceived  to  break  the 
company  in  two — an  owning  compa- 
ny and  an  operating  company. 

Hatched  by  Bill  Marriott  Jr.  and  his 
main  financial  man,  Stephen  Bollen- 
bacb,  the  reorganization  provided 
that  Host  Marriott  would  own  the 
hotels  and  take  over  about  two- thirds 
of  the  chain's  $2.9  billion  in  debt.  The 
management    contracts    would    stay 


with  Marriott  International,  as  would 
the  balance  of  the  debt. 

Boy,  did  the  brickbats  hit  the  fan. 
Irate  holders  of  Marriott  bonds  feared 
the  real  estate  company  would  be 
unable  to  service  its  debt.  One  oi 
Marriott's  financial  advisers,  Merrill 
Lynch,  which  had  placed  many  of  its 
bonds,  resigned  in  protest.  The  com- 
pany's corporate  bonds  fell  to  junk 
status,  their  prices  tanking  20%  to 
25%.  "It  was  a  tough  time,"  recalls' 
Bill  Marriott. 

But  events  have  vindicated  the  de 
cision  to  split.  When  the  separation 
was  announced  in  October  1992,  the 
market  valued  the  common  shares  ol 
the  combined  company  at  $2  billion. 
Today  it  values  Host  Marriott  alone  at 
$1.6  billion  and  the  two  combined  at 
$5.6  billion.  In  January  a  U.S.  district 
judge  in  Baltimore  threw  out  the  last 
remaining  lawsuit  filed  by  bondhold 
ers  against  Marriott  following  the 
breakup  announcement. 

With  Bill  Marriott  in  charge,  the 
hotel  operating  company,  Marriott] 
International,  earned   $200  million 
($1.51  a  share)  last  year — up  24%- 
on  revenues  of  $8.4  billion. 

Stephen  Bollenbach  runs  Host 
Marriott,  the  real  estate  company.  Its! 
earnings  before  interest,  taxes,  depre-  • 
ciation  and  amortization  rose  9%  last' 
year,  to  $376  million,  on  revenues  of! 
$1 .5  billion.  Operating  cash  flownow^ 
covers  debt  service  almost  twofold., 
Far  from  being  out  of  favor  on  Walli 
Street,  Host  Marriott  in  January! 
raised  $240  million  in  an  oversub 
scribed  equity  offering,  and  in  No 
vember  it  negotiated  a  new  $230| 
million  bank  credit  line. 

The  two  companies  continue  to 
work  closely  together  but  have  much 
more  flexibility  than  they  had  as  a' 
single  company.  Host  Marriott  now 
owns  1 20>hotels,  adding  18  last  year' 
alone.  It  manages  its  portfolio  of 
properties  quite  aggressively.  Prices 
for  limited-service  hotels  are  strong 
these  days,  so  Bollenbach  is  selling 
some  limited-service  and  economy 
brands  and  using  the  proceeds  to  buy 
full-service  hotels  at  depressed  prices. 

In  so  doing,  Bollenbach  is  playing 
the  real  estate  cycle  as  he  sees  it. 
Because  of  past  overbuilding,  the  val- 
ue of  full-service  hotels  had  crashed. 
But  Bollenbach  is  convinced  that  the 
market  will  swing  back  in  favor  of  the 
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Searching  for  bargains 
among  quality  stocks* 


Small  companies  can  offer  big  opportunities  because 
they  are  often  positioned  for  rapid  growth.  That's  why  the 
Templeton  Smaller  Companies  Growth  Fund  searches  the 
world  for  quality  securities  that  are  selling  at  unusually  low 
prices  in  relation  to  the  assessment  of  their  true  value. 

The  fund  seeks  long-term  capital  growth  by  investing 
primarily  in  emerging  growth  companies  worldwide.1. 
This  global  investment  philosophy  is  designed  to  allow  for 
diversification  —  and  maximum  bargain  hunting. 

For  over  50  years,  the  Templeton  organization  has  been 
an  acknowledged  leader  in  the  management  of  international 
equity  mutual  funds. ++  To  find  out  if  a  global  investment 
strategy  may  be  appropriate  for  you,  call  your  investment 
representative  or  Templeton  today. 


flhert  are  special  risk  considerations  associated  with  international  investments  in  smaller  companies, 
including  price  volatility,  illiauidity,  currency  Jluctuations  and  limited  product  lines,  markets  or 
financial  and  management  resources. 

ff Source:  Strategic  Insight.  Franklin  Templeton  was  ranked  #1  out  of  50  U.S.  fund  managers  for  market 
share  in  the  international  eauityfund  category  for  the  auarter  ended  9/30/94. 
Principal  Underwriter:  Franklin  Templeton  Distributors,  Inc. 
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342-FUND 
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Templeton  Worldwide 

700  Central  Avenue 
St.  Petersburg,  FL  33701-3628 

//?■>/ 1  would  like  a  free  prospectus 
containing  more  complete  information  on  the 
Templeton  Smaller  Companies  Growth 
Fund,  including  sales  charges  and  expenses. 
I  will  read  it  carefully  before  I  invest  or 
send  money. 
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A  Member  of  the  $114  Billion  Franklin  Templeton  Group 


Marriott 

more  luxurious  type  of  hotel. 

Thus,  last  December  he  bought 
seven  full-service  hotels  from  the  Eq- 
uitable Life  Assurance  Society  for 
$149  million,  about  half  their  replace- 
ment cost.  These  included  the 
Springfield,  Mo.  Radisson  and  the 
Singer  Island,  Fla.  Holiday  Inn  Sun- 
spree.  In  February  he  sold  21  Court- 
yard hotels  to  Health  &  Retirement 
Properties  Trust  for  $179  million — at 
close  to  replacement  cost,  he  says. 

With  this  trading  of  properties, 
about  45%  of  Host  Marriott's  hotel 
portfolio  is  now  composed  of  limited- 
service  hotels,  down  from  60%  in 
1993.  Within  the  next  five  years  Bol- 
lenbach  would  like  to  own  only  full- 
service  hotels.  "We  have  two  ways  to 
earn  money:  cash  flow  from  our  hotels 
and  capital  appreciation  in  the  hotel 
real  estate,"  he  explains.  "Right  now, 
cash  flow  in  all  the  segments  is  grow- 
ing at  10%  to  15%.  We  think  that  in 
the  next  three  years,  cash  flow  in  the 
limited  [service]  segment  will  flatten 
out.  That  is  why  we  want  to  own  more 
full-service  hotels."  As  the  value  of 
full-service  hotels  strengthens,  Bol- 
lenbach  plans  to  sell  them,  garnering 
fat  capital  gains  for  Host  Marriott. 

Meanwhile,  back  at  Marriott  Inter- 
national, Bill  Marriott  has  been  taking 
advantage  of  the  strong  demand  in 
limited-service  hotels  in  his  own  way. 
He's  expanding  rapidly  in  this  seg- 
ment but  doing  so  largely  by  franchis- 
ing such  brands  as  Fairfield  Inn,  a 


Host  Marriott  boss,  Stephen  Bollenbach 
His  turn  to  be  financially  inventive. 


lower- price  (generally  $43  a  night) 
Marriott  chain.  A  Fairfield  Inn,  for 
example,  costs  only  $3  million  or  $4 
million  to  build;  staffing  is  fewer  than 
ten  people.  The  franchisees  put  up  the 
money  and  Marriott  collects  a  royalty. 
"It's  as  fail-proof  as  any  franchise 
program  can  be,"  says  Marriott. 

Until  mid- 1993  all  Marriott  hotel 
managers  had  considerable  discretion 
on  discounts.  Now  Marriott  has  three 
price  tiers  for  each  local  market.  "We 
don't  want  a  dicker  sticker,"  says 
William  Tiefel,  president  of  Marriott 
Lodging  Group.  "People  don't  want 


to  worry  that  those  in  the  next  room 
have  a  better  deal." 

Marriott  International  is  highly 
profitable  in  good  part  because  iti 
charges  Host  Marriott  and  other  cli- 
ents management  and  food  service 
fees  equal  to  5%  or  6%  of  the  revenues 
of  the  properties  it  manages.  Those 
fees  are  around  two  percentage  points 
higher  than  industry  norms,  says  Bol- 
lenbach. Is  International  gouging 
Host?  Is  there  a  conflict  of  interest 
here?  After  all,  Bill  Marriott  sits  on» 
Host  Marriott's  board,  and  his  family 
owns  about  18%  of  the  real  estate 
company's  stock  and  about  20%  ol 
Marriott  International's.  But  Bollen- 
bach's  stock  options,  now  worth  $15 
million,  depend  on  Host's  perfor- 
mance. He  has  incentive  to  make  sure 
that  Marriott  International  delivers. 

Bill  Marriott  is  clearly  pleased  that 
Wall  Street's  distrust  of  his  split-the- 
company  plan  has  turned  into  approv-. 
al.  But,  good  Mormon  that  he  is,  hei 
isn't  satisfied  yet  with  the  results.  Hd 
recalls  his  last  meeting  with  his  father  i 
company  founder  J.W.  Marriott  Sri 
"We  were  having  a  family  picnic  ati 
our  place  in  New  Hampshire  the  lasr 
day  of  his  life,"  Marriott  remembers 
"The  last  thing  he  said  was,  'We've, 
got  to  get  better  corn  up  here.'  To  the 
end  he  was  always  trying  to  mak 
things  absolutely  perfect. 

"This  is  what  our  church  teaches 
You  can  never  reach  perfection  in  this 
life.  .  .  .  Success  is  never  final." 


A  great 
school 


As  A  SCOUT  for  smart  and 
ambitious  financial  minds, 
Bill  Marriott  is  tops. 
Alumni  of  Marriott's  fi- 
nance department  in- 
clude Gary  Wilson  and  Al- 
fred Checchi,  who 
bought  Northwest  Air- 
lines, and  die  carrier's 
chief  executive,  John  Das- 
burg.  Another  Marriott 
alum,  Lawrence  Murphy,  is 
now  chief  strategy  officer 
at  Walt  Disney  Co.  Dan 
D'Aniello  and  Stephen 
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Norris  are  cofounders  of 
the  Carlyle  Group,  the 
Washington,  D.C. -based 
investment  banking  firm. 
Duncan  Cocroft  is  the  chief 
financial  officer  of  $2.2 
billion  (1994  revenues)  In- 
ternational Multifoods. 
Fred  Malek,  former  presi- 
dent of  Marriott  Hotels, 
went  into  Republican  poli- 
tics, running  George 
Bush's  campaign  in  1992. 

"There  was  this  in- 
credible vitality  nnd  intel- 
lectual energy,"  recalls 
John  Dasburg.  "Bill  Marri- 
ott set  up  an  environment 
where  you  checked  your  ti- 
tle at  the  door  and  you 


knew  you  could  be  creative 
and  get  rewarded  for  it." 

Gary  Wilson  joined 
Marriott  in  1974,  sold  off 
theme  parks  and  a  cruise 
line  and  helped  Marriott  fo- 
cus on  hotel  manage- 
ment— still  its  strategy. 

Wilson  devised  the 
build-sell-  and-  manage 
strategy  that  got  Marriott 
in  trouble  when  the  tax  laws 
changed,  but  by  then  he 
was  devising  clever  financial 
structures  for  Walt  Dis- 
ney Co.  When  he  left  in 
1989,  his  Disney  stock 
options  were  worth  $100 
million,  says  Wilson. 

Asked  what  he  and  the 


other  Marriott  alums 
learned  at  their  corporate 
alma  mater,  Wilson  replies' 
"To  use  finance  to  add 
value  to  the  company." 

The  other  lesson  was  to 
use  other  people's  money 
aggressively — not  always 
to  the  benefit  of  creditors, 
critics  say.  "Nobody  ever 
lost  money  on  a  Gary  Wil- 
son deal,"  brisdes  Wil- 
son. Retorts  Deborah  Pe- 
derson,  an  American  Ex- 
press portfolio  manager: 
"Managers  are  judged  on 
total  returns.  When  the  val 
ue  of  bonds  falls  because 
of  what  the  company  does 
it  hurts."  -R.K.  ■ 
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To  keep  up  with  the  accelerating 
pace  of  change,  organizations  are 
being  forced  to  reshape  themselves. 

But  unless  improvements  impact 
all  areas  of  the  enterprise,  the  race 
may  be  over  before  it  starts. 

So  instead  of  focusing  on  just  one 
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A  wing  and  no  prayer. 

part  of  an  organization,  Andersen 
Consulting  can  help  you  transform 
the  whole.  And  rather  than  merely 
recommending  how  the  components 
should  fit  together,  we'll  work  with 
you  to  help  make  sure  that  they  do. 
Because  these  days,  organizations 


that  don't  transform  are  likely 
to  end  up  in  the  soup. 


Andersen 
Consulting 

ARTHUR  ANDERSEN  &  CO.,  S.C. 


EAGLE  VISION  TSi  is  engineered  to  stir 
emotions  you  haven't  felt  inside  a  car  in  year 
see  what  we  mean,  take  The  Eagle  Test  Di 
and  experience  its  style,  technology  performs 
and  mood-altering  capabilities  firsthand. 
Feel  the  excitement  of  its  214  horsep*  t 
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live  high-output  V6.  And  the  control  of  its 
1-sensitive  steering,  four-wheel  anti-lock 
K    orakes,  and  available  performance-tuned 
jnsion.  Even  Vision's  roomy  cab-forward 
n  is  engineered  to  improve  performance 
oviding  increased  vehicle  stability. 


For  a  thorough  demonstration,  schedule  an 
appointment  to  take  The  Eagle  Test  Drive.  And, 
for  the  first  time,  experience  true  passion  while 
you  have  both  hands  on  the  steering  wheel. 

THE  EAGLE  TEST  DRIVE 
1-800-2-TEST-EAGLE 


'-TEST-EAGLE  (1-800-283-7832)  to  get  product  information,  literature,  retailer  location,  current  MSRP,  even  a  video  on  how  to  take  a  test  drive.  Always  wear  your  seat  belt. 


What's  an  idea  worth?  Morris  Chang  saw  a  market  niche 
that  others  neglected.  His  vision  is  now  a  business 
with  a  market  capitalization  of  nearly  $5  billion. 


Silicon  in, 
cash  out 


By  Andrew  Tanzer 

In  1984  Morris  Chang,  a  China- 
born  Stanford-  and  MIT-educated 
electrical  engineer  then  president  of 
General  Instrument  Corp.,  saw  a 
niche  developing  in  the  integrated- 
circuit  industry.  Many  talented  semi- 


conductor engineers  were  leaving  big 
chip  companies  like  Texas  Instru- 
ments and  Intel  and  setting  up  their 
own  design  houses  in  Silicon  Valley. 
Lacking  the  capital  or  manufacturing 
expertise  to  set  up  wafer  fabrication 


Taiwan  Semiconductor  Chairman  Morris  Chan^ 
Feeding  an  insatiable  demand  for  chips. 
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facilities,  these  so-called  fabless  d 
sign  houses  typically  subcontract* 
semiconductor  production  to  Japi 
nese  chipmakers.  But  this  strategy  w, 
far  from  ideal:  It  put  intellectual  pro 
erty  at  risk  and  depended  on  I 
Japanese  chipmakers'  having  exce 
capacity. 

Chang  had  an  idea.  Why  not  set  i 
a  contract  wafer  fabrication  facility 
serve  these  designers?  But  in  19?i 
Chang,  then  53,  accepted  an  inviti 
tion  from  Taiwan's  government 
move  to  Taiwan  and  promote  tk 
development  of  the  island's  nasce 
semiconductor  industry.  The  co 
tract  wafer  idea  went  on  the  ba> 
burner.  But  only  for  a  while. 

In  1987  Chang  formed  Taiwi 
Semiconductor  Manufacturing  Co.* 
foundry  joint  venture  between  tit 
Taiwan  government  and  Hollanc 
Philips  Electronics  N.V.,  with  tit 
government  putting  up  most  of  tk 
capital.  Chang  set  up  the  company 
Hsinchu,  the  island's  high-tech  i 
dustrial  zone,  and  installed  himself 
chairman. 

Taiwan     Semiconductor,     whin 
went  public  on  the  Taiwan  Stoi 
Exchange  last  September,  is  now  tt 
world's    highest-margin    chipmaki 
In  1994  earnings  doubled  to  $3.' 
million  on  sales  of  $744  million,  a  ri  i 
44%  aftertax  margin.  (Like  most 
Taiwan's  chipmakers,  the  compa 
pays  almost  no  tax  because  of  gover 
ment-granted  tax  holidays  and  inve: 
ment  credits.)  Compare  this  with  I 
tel  Corp.'s  net  margin  of  20%. 

Jonathan  Ross,  country  manager 
HG  Asia  Securities  Taiwan  Ltd.,  pi 
diets  Taiwan  Semi's  profits  will  sur 
58%  this  year,  to  $513  million,  i 
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J  WEREN  T 
JUST  FINANCING  HER 
COLLEGE  EDUCATION. 


You've  got  to  admit  you've 
pushed  her  a  little.  To  do  just 
a  little  more  homework.  To  study 
harder -a  little  bit  longer. 

And  now  that  she's  graduating, 
you  know  it's  all  been  worth  the  effort. 

Because  you've  always  had  this  dream. 
Of  your  daughter  getting  into  the  college 
of  her  choice.  And  becoming  a  doctor  or  a 
lawyer  or  a  teacher  or  an  engineer- or 
whatever  she  wanted  to  be  in  life. 

But  then  came  your  next  test. 

How  to  pay  for  it  all. 


W/hat 


WE  REALLY 


HELPED  FINANCE  WERE  HER 
FAMILY'S  DREAMS. 


That's  where  we  came  in. 

We're  Sallie  Mae. 

We've  built  a  business  helping 
lenders  offer  families  college  loans  that 
are  affordable,  flexible  and  convenient. 

Over  the  past  20  years,  we  have  quietly 
become  one  of  America's  100  largest 
companies,  by  helping  over  20  million 

SallieMae 

Helping  make  education  possible 


students  find  the  financing  they 
needed  to  attend  college. 

You  see,  our  dream  of  building 
a  great  company  revolves 
around  making  sure  you  and 

your  children  realize  your  dreams. 

That's  why  we  put  together  a  booklet 

with  information  on  how  to  pay  for 

college.  If  you'd  like  a  copy, 

please  just  pick  up  the  phone 

and  call  us. 

For  a  Free  Booklet  Call 
1-800-806-3671 


sales  of  $1.04  billion.  Market  cap: 
$4.7  billion. 

As  the  world's  first  and  largest  pure 
chip  foundry,  Chang's  company  has 
benefited  from  the  worldwide  short- 
age of  wafer  fabrication  capacity,  due 
to  a  60%  increase  in  global  semicon- 
ductor sales  from  1992-94. 

Chang  chose  well  when  he  picked 
Taiwan.  The  country  has  an  abun- 
dance of  risk  capital  and  of  electrical 
engineers,  many  of  them  U.S. -trained 
(Forbes,  Apr.  17,  1989).  The  nation 
is  a  huge  consumer  of  chips.  Nimble 
and  entrepreneurial  manufacturers 
have  made  Taiwan  one  of  the  world's 
top  producers  of  desktop  and  porta- 
ble PCs,  and  the  leading  producer  of 
peripherals  from  keyboards  and  mon- 
itors to  image  scanners  and  mouse 
pointing  devices. 

Keh-Shew  Lu,  president  of  Texas 
Instruments  Asia  Ltd.,  estimates  that 
Taiwan  will  consume  $6.3  billion  of 
chips  this  year,  surpassing  Germany  to 
become  the  world's  third-largest  chip 
market  after  the  U.S.  and  Japan. 

About  60%  of  Chang's  sales  are  to 
chipmakers  without  fabrication  facili- 
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ties,  such  as  California's  Cirrus  Logic 
and  Chips  &  Technologies.  The  rest 
are  to  chipmakers  short  of  capacity, 
such  as  Philips,  Siemens  and  Ad- 
vanced Micro  Devices.  Japanese  chip- 
makers,  too,  have  come  calling.  NEC 
and  Fujitsu  placed  orders  in  the  sec- 
ond half  of  1994. 

"The  Japanese  lack  capacity,"  ex- 
plains Donald  Brooks,  Taiwan  Semi- 
conductor's president.  "They  have 
underinvested  the  last  three  to  four 
years  and  now  their  business  is  com- 
ing back." 

Brooks,  a  Texan  who  worked  at 
Texas  Instruments  with  Chang  and 
was  once  president  of  Fairchild  Semi- 
conductor, says  his  foundry  has  been 
turning  away  business  since  Novem- 
ber 1992.  Margins  may  dip  slightly 
from  late  1995  when  Chang's  third 
semiconductor  facility  (cost:  $800 
million)  enters  production,  to  be  fol- 
lowed by  a  $1  billion  fourth  factory 
later  this  decade.  Both  of  these  facili- 
ties will  process  8 -inch  wafers,  the 
industry  state  of  the  art. 

Why  is  the  company  so  immensely 
profitable?    In    the    capital-intensive 


wafer  fabrication  business,  capacit 
utilization,  wafer  yields  and  overhea 
are  the  critical  variables.  Taiwan  Sen:' 
has  been  running  its  two  fabricatii 
facilities  at  over  100%  of  designei 
capacity.  HG  Asia's  Ross  estimates  wy 
fer  yields — the  portion  of  output  th;i 
passes  quality  control  — are  97% 
Taiwan  Semiconductor,  one  of  til 
highest  rates  in  the  world,  aside  froi 
fully  automated  factories.  Yet  Taiwa 
Semi's  engineers'  wages  are  half  tho; 
in  the  U.S.  or  Japan. 

Competition?  The  world's  secon< 
largest  pure  foundry  is  Singapore^ 
government-backed  Chartered  Serin 
conductor,  a  Taiwan  Semi  imitation 
Foundries  have  also  sprouted  in  Isr  i 
el,  Thailand  and  the  U.S.  Amori 
these  Taiwan  Semi  has  technical  lead 
ership,  manufacturing  chips  at  tl 
0.5 -micron  level.  Also  helping  to  prt 
tect  Chang's  margins  is  the  fact  th 
barriers  to  entry  are  high.  A  nee 
world-scale  chip  factory  costs  at  lea 
$700  million.  By  contrast,  a  high1 
successful  chip  design  house  like  Ci 
rus  Logic  has  sales  of  only  $500  m 
lion  or  so. 

Morris  Chang's  stake?  Apparent 
he  was  more  interested  in  developii 
his  idea  than  in  getting  rich.  Today  1 
owns  less  than  1%  of  the  compan 
That's  not  hay,  but  the  really  b 
winner  is  Philips,  which  probably  i 
vested  less  than  $100  million  in  tl 
Taiwan  company  and  last  year  sold 
2.8%  stake  for  $80  million.  Philip 
remaining  36%  stake  is  worth  $1 
billion — 15%  of  the  Dutch  gian 
entire  market  value.  I 

Forbes"  March  13,  19' 


If 


PUBL1 


m  ^ 


PUBLIC    DATA    NETWORK 


Sprint. 


©1995  Sprint  Communications  Company  LP. 


If  you  transmit  data  around  the  world, 
look  to  the  world  leader. 


International  businesses  are  turning  to 
Sprint  Business.  And  with  good  reason.  We 
continue  to  develop  the  leading- edge  tech- 
nology that  meets  your  most  demanding 
global  data  communications  needs. 


Using  the  world's  largest  public  data  network, 
SprintNet*  your  company  can  work  closely 
with  offices  all  over  the  world. 


RAME    RELAY    SERVICES    \- 


Dissolve  time  and  distance  barriers  with 
the  pioneer  in  frame  relay  services.  It's  a 
cost-effective  way  to  instantly  transmit 
high  bandwidth  data  on  demand. 


-|    VIDEOCONFERENCING 


Meet  face-to-face,  even  in  the  most  remote 
offices,  on  the  world's  largest  videoconfer- 
encing network.  And  take  advantage  of  our 
voice  services  to  more  than  290  countries 
and  locations. 


DO    MORE    GLOBAL    BUSINESS 


Call  now,  1-800-319-GLOBE,  and  learn 
about  Sprint's  advanced  communications 
solutions  for  international  businesses.  Find 
out  how  we  can  help  your  business  do  more 
business  around  the  world. 


1-800-319-GLOBE 


Sprint 

Business 


Virginia  Kamsky  has  some  advice  for  people  who  want 
to  invest  in  China:  If  you  can  stand  the  heat, 
get  into  the  kitchen. 

Buy  China 


carefully 


By  Robert  Lenzner 


SP  811 


Virginia  Kamsky  (center)  with  staff  and  friends  on  a  Beijing  street 
"Each  crisis  weeds  out  the  fly-by-nights." 


Even  before  the  trade  war  broke  out, 
investors  were  suffering  the  jitters 
about  China.  They  are  having  second 
thoughts  about  emerging  markets  ev- 
erywhere, of  course,  but  China  pre- 
sents special  problems.  What  happens 
when  Deng  Xiaoping  breathes  his 
last?  Inflation  runs  20%  a  year.  Mean- 
while, a  well-publicized  series  of  de- 
faults by  Chinese  government  corpo- 
rations and  trading  firms  has  spooked 
investors. 

Virginia  Kamsky  is  not  having  sec- 
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ond  thoughts.  A  41 -year-old  Ameri- 
can who  started  studying  Chinese  at 
the  age  of  10  and  has  worked  as  a 
financier  in  Beijing  for  17  years,  she 
remains  as  bullish  as  ever.  "Take  the 
shares  of  Shanghai  Petrochemical," 
she  says.  The  ADR  trades  on  the  New 
York  Stock  Exchange  at  25  times 
earnings.  "It's  like  buying  into  Union 
Carbide  after  World  War  II." 

Kamsky,  of  course,  can  ill  afford  to 
be  bearish  about  this  market.  Unlike 
the  international  investors  who  think 


of  China  as  just  another  chapter  in  thi 
1990s  emerging  markets  fad,  Kamskj 
has  her  livelihood  bound  up  in  Chin 
Kamsky  Associates,  which  she  found 
ed  in  1980,  has  33  employees  ii 
Beijing,  Hong  Kong  and  New  Yorb 
They  consult  mostly  with  Westen 
firms  that  want  to  invest  or  do  join 
ventures  in  China,  and  they  help  man 
age  Zhonghua  (China)  Investmen 
Management  Partners,  a  $50  millioi 
venture  capital  fund. 

It  neither  surprises  nor  dismay 
Kamsky  that  many  investors  are  hav 
ing  second  thoughts.  "Each  crisi 
weeds  out  the  fly- by- nights  from  thi 
serious  players,"  she  says. 

Kamsky  is  certainly  a  serious  player 
She  has  connections.  Her  mentor 
include  her  father,  Leonard  Kamsky 
former  chief  economist  for  W.B 
Grace  &  Co.;  David  Rockefeller,  for 
mer  chairman  of  Chase  Manhattai 
Bank,  for  which  she  opened  the  firs 
China  office  in  1978;  Maurice  Green 
berg,  chairman  of  American  Interna 
tional  Group;  and  Leon  Levy,  th 
founder  of  Odyssey  Partners.  Mayb 
the  most  credit  should  go  to  hei 
mother,  Sonya,  who  pushed  her  into 
studying  Chinese  at  a  time  when  i 
was  scarcely  in  fashion. 

In  China,  Kamsky's  friendshipi 
run  the  corridors  of  power — partt 
secretaries,  mayors,  provincial  govei< 
nors.  She  became  friends  with  Am 
bassador  Ji  Chaozhu,  a  former  inte* 
preter  for  both  Mao  Zedong  an 
Zhou  Enlai.  She  met  Ji  while  i 
Chase  Manhattan,  and  has  remainei 
close  to  him  ever  since.  Xie  Xide,  th" 
former  Communist  Party  Secretac 
of  Shanghai,  has  been  a  Kamsk 
chum  since  1980. 

Last  May  the  Xie  connection 
helped  Kamsky  beat  out  a  competitor 
to  gain  a  stake  in  a  fast-growing  go\ 
ernment  enterprise  that  needed  cash 
Zhonghua,  Kamsky's  investmer 
pool,  together  with  the  Swiss  Sicp 
bought  70%  of  government-owne 
Shanghai  Chemical  Ink  Co.  for  $1  f  to 
million. 

Shanghai  Chemical  gets  most  of  i 
$40-million-a-year  revenue  from  inl 
used  to  print  packages  for  produc 
like  cigarettes,  cosmetics  and  bubbl 
gum — precisely  the  kinds  of  produc 
that  benefit  in  the  early  stages  of 
consumer  society.  The  firm  is  bare  I 
making  a  profit,  but  she  expects  it  t 
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"Thinking  about  your  retirement? 
Then  think  about  how  fast  time  flies/' 


Shareholder  &  Director 
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IMPOUND  ANNUAL  RETURN  (12/31/64-12/31/94)'  FROM  THESE  INVESTMENT  VEHICLES 


i  S.  Treasury  Bills 


6.89% 


&  P  Long-term 
pjvemment  Bonds 


7.28% 


art  &  Poor's  500 


ke  common  stocks.  U.S.  Treasury  bills,  bonds,  and  CDs  offer  a  fixed  rate  and 
rantee  payment  of  principal  (if  held  to  maturity).  The  S&P  500  is  an  unmanaged 
;k  index.  This  example  is  for  illustrative  purposes  only  and  is  not  meant  to 
esent  the  performance  of  any  of  the  Berger  Funds.  Returns  from  the  Berger 
ds  are  not  fixed  and  the  value  per  share  varies  with  market  conditions, 
i  courtesy  of  Ned  Davis  Research.  Inc.  Used  with  permission.  All  rights  reserved. 


If  putting  away  money  is  something  you've  been 
putting  off,  just  think  about  how  quickly  one  year 
goes  into  the  next.  Then  think  about  an  IRA 
through  the  Berger  Funds.  With  an  IRA,  you  can 
enjoy  tax-deferred  investing.  And  with  a  Berger 
IRA  you  can  enjoy  even  more. 

The  no-load  Berger  Funds  offer  you  the  opportunity 
to  invest  your  IRA  money  in  what  has  historically 
been  one  of  the  top-performing  investment  vehicles - 
equities.  As  the  chart  indicates,  in  the  past  30  years 
equities  have  delivered  significantly  higher  rewards 
than  other  investments  such  as  Treasury  bills  and 
government  bonds.+ 

Enjoy  the  confidence 
that  comes  with  experience. 

For  the  past  20  years,*  the  Berger  Funds  have  helped 
thousands  of  investors  meet  their  retirement  goals 
by  having  delivered  some  of  the  most  successful 
long-term  performances  in  the  industry.  And  since 
saving  for  retirement  is  a  long-term  proposition, 
that's  exactly  the  kind  of  performance  you  should 
look  for.  (Past  performance  does  not  guarantee 
future  results.) 

So  consider  opening  a  Berger  IRA  today.  Tomorrow 
is  closer  than  you  think. 

It  only  takes  $250 

to  open  a  Berger  IRA.  It's  also  easy  to 

transfer  an  existing  IRA.  For  a  free 

product  guide,  call  today. 

Please  call  (800)3334001 

for  a  prospectus  containing  more 

complete  information  including  all  fees. 

Read  it  carefully  before  investing. 


Together  we  can  move  mountains.® 

*Berger  Associates  assumed  management  of  the  Funds  9/30/74. 
©  1 995  Berger  Ascociates,  Inc.  FOR  31 395 


i  $49" 

1-       *-S       #63-1040CS 

Up  to  65-foot  range 


2.      J S       #63-1042CS 

Up  to  100-foot  range 
,  $6099 

3-      vy       #63-1044CS 

Selectable  pulsed  beam, 
up  to  300-foot  range 


How  to  make 
a  point  at  the 
speed  of  light. 


It's  easy  with  a  laser-dot 
pointer  from  Radio  Shack. 
Each  produces  a  focused 
beam  that's  perfect  for 
highlighting  text  and 
k     images  in  presenta- 
tions. There's  one 
that's  just  right  for 
your  conference 
room  or  auditorium. 
To  order,  or  for  the  location 
of  a  store  near  you,  call: 


SM 


1-800-THE-SHACK 


Radio  /hack 

You've  got  questions.   We've  got  answers.5 


Prices  apply  al  participating  Radio  Shack  stores  and  dealers  Items  not  available  at  a  participating  store  can  be  special -ordered  (subject  to  availability!  at  the  advertised 
price  A  participating  store  will  offer  a  comparable  value  if  the  product  is  sold  out  Independent  Radio  Shack  dealers  and  franchisees  may  not  be  participating  in  this  ad 
or  stock  or  special-order  every  item  advertised  Copies  of  applicable  warranties  are  available  upon  request  at  stores  for  inspection  before  sale  or  by  writing  Customer 
Relations,  1400  One  Tandy  Center,  Fort  Worth,  TX  76102 


STEAL 
CCTV 

NIGHT  AND  DAY  VIDEO  SURVEILLANCE 


Protect  your  business  and  your  privacy  with  a  discreet  Video  Surveillance 
System.  Install  covert  TV-cameras  on  your  premises  to  help  identify  and 
convict  criminals.  We  have  a  large  selection  of  disguised  TV-Cameras  in 
stock,  and  use  the  smallest  high  resolution  TV-cameras  and  the  finest 
accessories  to  help  you  get  the  evidence  you  need.  All  our  low-light 
cameras  employ  a  1/2"  Sony  CCD  chip  with  300.000  pixels,  500  (H) 
lines  of  resolution,  5mm  auto-iris  lens,  0.015  lux  low-light  sensitivity, 
and  are  perfect  for  all  no-light  infrared  applications.  Our  40  day 
(960  hours)  Time-  Lapse  Recorder  provides  you  with  visual  proof 
on  video-tape.  Stop  your  profits  from  walking  out  the  door. 
Visit  our  showroom  or  write  or  call  for  a  free  catalog  today. 
•Micro  TV-Cameras*Wall  Clock TV-Cameras*Wall-MirrorTV- 
Cameras*Framed  Picture  TV-Cameras*Smoke  Detector  TV- 
Cameras*Weatherproof  TV-Cameras  *No  Light  Infrared  TV  Cameras 
•PIR  Movement  Detector  TV-Cameras+lnfrared  llluminators*Quad  Compressors-frMultiplexers 
•960  hour  Time  Lapse  Recorders*Color  TV-Cameras-frCamera  Switchers*Monitors*Pan-Tilts  *Domes 

•Phone-Line  Video  Transmission  and  Reception  Systems 

ASIAN  WORLD  CCTV  CORP. 

Suite  401,  60  East  42nd  Street,  New  York,  N.Y.  10165 
Tel.  12121-983-1820  Fax  (2121-983-1654 

1-800-396    XCTY 


grow  as  much  as  50%  a  year,  and  th« 
buyout  came  at  a  50%  price -to -sale: 
ratio.  "You  can't  buy  into  a  consume 
market  with  such  a  huge  population  a 
such  a  cheap  valuation  anywhere  els< 
in  the  world,"  claims  Kamsky. 

The  deal  was  a  no-loser  for  Kamsky 
Sicpa  paid  Kamsky  Associates  a  retain 
er,  enough  to  cover  her  firm's  over 
head  for  a  while.  Kamsky  also  got  at 
equity  kicker  (she  won't  say  jusi 
how  big). 

From  her  close-up  vantage  point 
China  looks  like  a  great  bet  right  nov 
to  Kamsky.  Her  advice  to  other  capi 
talists  venturing  into  China: 

First,  don't  make  a  move  without 
strategic    partner    (like    Sicpa)    thai 
knows  the  business  and  can  stay  01 
top  of  the  Chinese  operation. 

Second,  get  majority  control  s< 
that  you  can  change  management  i 
you  need  to. 

Finally,  devise  an  exit  strategy  with 
more  than  one  alternative.  Thi 
Shanghai  Chemical  deal  was  designeu 
to  get  Zhonghua  out  via  either  a  sail 
to  Sicpa  or  a  public  offering. 

Kamsky  has  no  illusions  about  Chii 
na  being  a  riskless  investment.  I 
1980  the  Chinese  canceled  the  Chin 
World  Trade  Center  in  Beijing, 
blow  to  her  former  employer,  Chasi 
Manhattan.  Large  transactions  i 
telecommunications  and  health  can 
are  "still  under  negotiation  after  sev- 
eral years,"  Kamsky  admits  wistfully 
Eventually  they  will  take  place,  shl 
believes. 

Disappointments  other  investor 
experience  she  traces  to  a  lack  of  du. 
diligence.  "I  feel  strongly  that  West1 
em  partners  didn't  do  thex 
homework,"  says  Kamsky.  "U.'. 
companies  are  so  caught  up  in  th' 
China  fever,  they  don't  apply  th! 
same  standards  used  in  the  U.S." 

Impatient  U.S.  entrepreneurs  an 
bound  to  get  in  trouble,  she  suggest 
"Anybody  and  everybody  can  get  i 
the  way  of  a  project.  Patience  is  vet 
important.  Most  Western  compani< 
don't  have  it.  They  have  a  hard  tirr 
hanging  in." 

Harry  Truman  used  to  say:  If  yo 
can't  stand  the  heat,  get  out  of  tr 
kitchen.  But  if  you  can  stand  the  hea 
that's  the  place  to  be.  Says  Kamsk 
"In  a  period  like  this,  when  people  ai 
most  nervous  about  China,  you  ca 
make  the  most  money."  ■ 
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In  Virginia, your 
accountants  will  find 

a  number  of 
extraordinary  items. 

Extraordinary  item:  Virginia  manufacturers 
pay  the  lowest  workers  compensation  rates 

in  the  country. 

Extraordinary  item:  Virginia  is  the  northernmost 
right-to-work  state  in  the  Eastern  U.S. 

Extraordinary  item:  Virginia's  corporate 
income  taxes  haven't  increased  since  1972. 

Extraordinary  item:  Virginia  has 
been  named  the  best  fiscally  managed  state 

two  years  in  a  row.* 

Extraordinary  item:  60%  of  the  U.S.  market 
is  located  within  750  miles  of  Virginia. 

Virginia 

The  Bottom  Line  State 

For  more  information  contact:  Wayne  Sterling,  CED,  Director,  Virginia  Department 
of  Economic  Development,  P.O.  Box  798,  Richmond,Virginia  23206-0798, 1-804-371-8202. 

*Financial  World.  "The  State  of  States"  ranking,  May  12, 1992;  May  15,  1993. 


To  do: 


Must  turn  oddly  shaped  site  into  prestigious  business  address. 


Must  generate  excitement  among  potential  tenants. 


Must  generate  enthusiasm  among  potential  financiers. 


Must  minimize  operating  costs  to  accelerate  payback  to  owners. 


Must  be  designed  to  qualify  for  lucrative  commercial  zoning  incentives. 


Must  be  designed  for  minimum  environmental  impact. 


Must  comply  with  stringent  municipal  building  and  life  safety  codes. 


Must  comply  with  urban  planning  guidelines. 


Must  be  inviting  yet  provide  high  level  of  internal  security. 


Must  capture  the  imagination  of  the  city. 


AIA/THE  AMERICAN  INSTITUTE  OF  ARCHITECTS 

Only  an  architect  can  understand,  coordinate  and  translate  needs  and  realities  into  something  beautiful.  Beauty 
will  be  apparent  to  your  bottom  line.  For  information  on  AIA  architects  in  your  area,  call  1 -800-AIA-9930. 


backer  Drive.  Chicago.  Illinois.  Architect:  Kohn  Pedersen  Fox  /Perkins  &  Will  -  A\soi  iated  Architects.  Members  of  The  American  Institute  of  Architects. 
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Larry  Fuller  has  struggled  for  four  years  to  cut 
Amoco  Corp.'s  overhead  while  increasing  sales 
of  its  most  profitable  products.  There  are 
early  signs  that  he's  beginning  to  succeed. 

Catching  up 
to  Exxon 

By  Toni  Mack 


Before  joining  Chicago-based 
Amoco  Corp.  in  1961,  Laurance 
Fuller  was  a  scholarship  student  at 
Cornell  University.  Of  over  100  stu- 
dents who  entered  Cornell's  chemical 
engineering  program  with  him,  only 
35  graduated  in  the  field.  "It  was 
god-awful  competitive,"  recalls 
Fuller,  an  electrical  engineer's  son 
who  grew  up  comfortable  but  not 
wealthy.  "I  was  up  against  a  lot  of  kids 
from  private  schools,  and  I  learned  I 
could  compete." 

Fuller,  now  56,  kept  competing 
and  in  1991  won  Amoco's  top  job. 
This  landed  him  in  the  greatest  battle 
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Amoco  Chairman  Laurance  Fuller 

"We  had  checkers  checking  checkers." 


of  his  career:  pushing  $30  billion 
( 1994  revenues)  Amoco  to  the  top  of 
big  oil  in  profitability.  A  difficult  chal- 
lenge. With  a  five-year  average  return 
on  equity  of  1 1 .4%,  Amoco  has  been 
more  than  three  percentage  points 
behind  Exxon  (see  table,  p.  66). 

Fuller  thinks  that  he  can  pull  it  off. 
This  is  how  he  puts  his  strategy  for 
doing  so:  "To  grow  in  a  slow-growth 
business,  we've  got  to  gain  market 
share  and  find  pockets  where  the 
growth  is  faster." 


roti"'"  i 


ess 


One  such  pocket  is  gasoline  maiafe*11' 
keting.  Amoco  is  already  strong  hen,  ^f^ 
Over  half  of  its  gasoline  sales  ($'  >l 
billion  last  year)  are  accounted  for  b  ' 
premium-grade  gas.  This  is  the  higl  I 
est  proportion  in  the  industry.  Energ;  |n  my 
analysts  figure  Amoco  earns  4  to 

1 1 

cents  a  gallon  more  on  premium  g; 
than  on  regular.  Largely  as  a  resul4»i|irul 
Amoco's  per- barrel  profits  on  refine       (aj 
products  usually  rank  first  or  secon 
among     the     majors;     only     Roy 1 
Dutch/Shell  is  a  serious  rival. 

The  question  is:  how  to  move  moi' 
gasoline  through  the  Amoco  systen'  ""TO 
Answering  that  question  falls  to  Rol 
ert  Rauscher,  group  vice  president  fc  r 
petroleum  products  marketing.  Ino 
sharp  departure  from  standard  pra. 
tice    in    the    insular    oil    busines  Dial  do 
Rauscher  has  lured  brand  manage  ( [$tvl€  a 
from  consumer  products  compani;  « 
like  Miller  Brewing  and  Quaker  Oa>  ' 
to  help  him  market  gas.  "We're  studi  ^"V. 
ing    our    customers    better,"    sa. 
Rauscher.    "We    can    decide    fasti  iRovW 
whether  something  works."  tadthe opj 

One  promising  new  idea  is  a  variil  BtRange  I 
tion  on  the  old  gas  station/com^  vehicle,  at 
nience  store  theme.  To  add  to  its  ba^  ^ England 
of  9,600  gas  stations,  mostly  situate  Rtiitmo 
in  the  eastern  and  midwestern  U.!<  ^^ 
Amoco  has  begun  sharing  sites  wi  i  | 
McDonald's,  Burger  King  and  othfe 
big-name  consumer  firms.  The  co<]  Idesefts o' 
cept  is  that  busy  customers  can  fe«i  inuchdit 
the  kids  and  gas  up  the  car  on  the  sail)  ^^ 
trip.  And  Amoco  gets  another  comp)  ettiebes 
ny  to  share  the  real  estate,  construi  g^ 
tion  and  operating  costs. 

In  the  past  few  years  Amoco  h 
tested  the  idea  at  15  such  outleJ  I 
Now  Rauscher  plans  to  spend  rougl }  } 
$100  million  to  build  over  100  mc 
this  year. 

Amoco  is  North  America's  larg 
producer  of  natural  gas;  the  divisi» 
contributes  around  $2.5  billion 
revenues.  But  Amoco  never  excel! 
at  marketing  the  gas  its  geologi 
found.  Then,  in  1993,  Fuller  hir 
Rebecca  McDonald  away  from  Ten 
eco  and  told  her  to  find  more  custoi 
ers  for  Amoco's  ample  natural  j 
supplies. 

Until  recently  federal  rules  mand 
ed  that  gas  producers  sell  their  gas 
pipeliners,  which  then  resold  it  to  e 
users.  But  the  regulations  h; 
changed,  and  McDonald,  42,  1 
been  selling  gas — along  with  servi< 
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.  over  is  a  classic 
c    I  from  function. 


to] 


. 


here's  simply 
that  does  the  job 
e  style  and  grace 
*  Range  Rover. 


on 


Mir.  .     lilt.  VVrtfc  . 

Rover's  been  refined 
but  the  20-year-old 
jests  that  classic  lines 
:  of  style. 

<hat  I  »rH  R^ 


n  my  book  the  Range  Rover  still  has  no  equal  when  it 
comes  to  the  contradictory  tasks  of  providing  on-road 
toring  in  comfort  and  style  and  the  off-road  ability  of  a 
mountain  goat  when  the  urge  or  conditions  beckon. 


tions  would  have  my  teeth  rattling. 
Instead,  I  casually  sipped  a  cup  full 
of  hot  coffee  and  spilled  not  a  drop. 
I  was  driving  a  Range  Rover. 


1 1 TB  '/.liV  1 


In  1970,  however,  Rover  did  itself 
proud  with  the  introduction  of  what 
was  at  that  time  the  finest  4-wheel- 
drive  utility  vehicle  in  the  world,  the 
Range  Rover.  Seventeen  years  later, 
there  still  is  nothing  finer.  And,  at  last, 
Rangejlr 

mud  O] 
membt 
choose 
expedil 
aries  c 


intuit.   ..e  u  ,B  .igs  anu  u.     ,iik  «.v>mpo..ems 


IT'S  AS  IF  SOMEONE  BUILT  k  LUXURY 
CAR  ATOP  A  LOCOMOTIVE." 


We  traveled  in  a 

comfort,  style,  and 

confidence  only 

the  Range  Rover 

provides. 


Rover 

tad  the  opportunity  to 
rst  Range  Rover,  then  a 

vehicle,  at  the  compa- 
41,  England,  off-road  test 
was  the  most  impressive 
-drive  (4WD)  vehicle  I'd 
i.  No  wonder  it  was  win- 
iny  rallies  through  the 
d  deserts  of  Africa.  It 
ak  much  different  today- 
ss  are  under  the  skin-but 
alns  the  best  and. 

vehicle  l> 


No  other 

SUV  has  the 

Rover's  unique 

combination 

of  style, 

performance, 

and  quality 


DESCRIPTIONS  OF  THE  ROVER'S 
EXTERIOR  INCLUDED  "the  class 
classic,"  "distinctive,  impressive  and 
handsome,"  "angular  but  stylish,"  and  "boxy 
but  elegant."  One.  tester  "w^otT^2  — — — 

"In  short,  the 


The  unanimous  verdict:  If  man  were 
only  allowed  to  own  one  car,  and  if  that 
one  car  were  meant  to  be  the  perfect 
all-rounder — spacious,  comfortable, 
powerful,  capable  of  going  on  where 
the  roads  end — then  the  choice  would 
quickly  narrow  down  to  one  vehicle: 
the  Range  Rover. 


Range  Rover  is 

still  the  best  in 

the  world  at 

what  it  does." 


Really  serious  ca 
long  acknowledged 
Range  Rover  as  the 
wheel-drive  car  wort 
consideration  in  the 
truly  great,  and  it  h; 
among  sport- a i 
Europeans! 
uced  as  the  lu 
to  the  legenc 


Tie  Range  Rover  Classic.  We  had  some  help  with  the  name. 
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for  a  quarter  of  a  century,  Range 
Rovers  have  survived  the  most  brutal 
territory  in  the  automotive  world. 

The  editorial  page. 

Therefore,  the  County  Classic  needs 
little  introduction. 

Suffice  it  to  say  that  its  14-gauge 
steel  chassis,  pillowing  electronic  air 
suspension,  permanent  four-wheel 
drive,  and  tireless  3.9-liter  V8  engine 
make  this  Range  Rover  ideal  for  driving 


over  endless  rock  beds,  through  arctic 
blizzards,  and  back  to  the  executive 
parking  space. 

Its  dual  airbags,  all-terrain  ABS,  and 


RANGE  ROVER 


electronic  traction  control  help  make  its 
armchair  seating  all  the  more  relaxing. 

And  at  around  #45,000*  it  may 
well  be  the  only  affordable  work  of  art 
ever  exhibited  at  the  Louvre. 

So  why  not  call  1-800-FINE  4WD  for 
the  Land  Rover  dealer  nearest  you? 

The  County  Classic  is,  after  all,  the 
most  refined  and  elegant  version  of  the 
original  Range  Rover. 

But  don't  take  our  word  for  it. 


Amoco 


■" 


Amoco  gets  god-awful  competitive 

Company 

Recent 

Return  on  equity- 

Earnings  per  share 

Estimated 

price 

5-year 

1994 

1995 

1994 

1995 

1995 

average 

est 

est 

P/E 

Amoco 

59V8 

11.4% 

13.1% 

14.3% 

$3.60 

$4.14 

14.3 

British  Petroleum 

78% 

6.3 

8.3* 

16.4 

2.51* 

5.39 

14.5 

Chevron 

47 

10.8 

10.7 

13.2 

2.45 

3.13 

15.0 

Exxon 

63% 

14.8 

14.4 

13.8 

4.07 

4.18 

15.2 

Mobil 

86% 

10.1 

9.8 

13.6 

4.28 

5.97 

14.5 

Royal  Dutch  Petroleum 

113% 

10.8 

9.4* 

12.4 

5.96* 

7.69 

14.8 

Texaco 

61% 

10.7 

8.9 

11.7 

3.17 

4.06 

15.1 

'Twelve  months  through  Sept.  30,  1994 

Sources:  Forbes;  IBES,  Inc. 

If  Wall  Street  forecasts 

are  correct,  Amoco  will  surpass 

longtime  champ  Exxon 

in  return  on  equity  this  year. 

Only  BP  is  forecast  to  do  better. 


like  arranging  for  gas  transport  and 
storage — directly  to  utilities  and  in- 
dustrial customers,  thereby  cutting 
out  pipeline  companies  and  other 
middlemen.  Example:  Amoco  recent- 
ly beat  a  host  of  competitors  for  a  12- 
month  contract  to  sell  Ohio  Edison  5 
million  cubic  feet  of  gas  a  day — plus 
all  the  services  needed  to  manage  that 
supply. 

Other  large  oil  companies  have  be- 
gun to  do  this,  too,  but  none  with 
Amoco's  sophistication.  "It  was  a  rev- 
elation to  people  in  Amoco  that  we 
could  be  as  aggressive  and  creative  [in 
marketing  natural  gas]  as  anyone 
else,"  says  McDonald.  She  adds  that 
in  overseas  markets  like  Colombia  and 
China,  where  lack  of  pipelines  and 
energy  utilities  limits  gas  demand, 
Amoco  may  put  up  its  own  equity  to 
help  build  such  projects. 

Last  year  Amoco's  gas  sales  rose  5% 
(in  volume)  in  a  sluggish  market. 
Fuller  says  Amoco's  worldwide  gas 
sales  will  grow  by  nearly  50%,  to  about 
2.3  trillion  cubic  feet  a  year,  by  2002. 

He  can  make  that  prediction  with 
confidence  after  turning  around 
Amoco's  exploration  operations.  In 
the  late  1980s  and  early  1990s, 
Amoco  lavished  billions  on  explora- 
tion abroad  but  found  little  oil  or  gas. 
Reserves  shrank  15%.  Under  Fuller, 
Amoco  sharpened  its  computer  tools 
and  narrowed  its  overseas  focus  from 
over  100  countries  to  25.  Result:  In 
1994,  for  the  first  time  since  1988, 
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Amoco  added  more  reserves  to  its 
books  than  it  extracted  and  sold.  The 
new  reserves  are  worth  roughly  $2.5 
billion. 

Fuller's  strategy  of  seeking  out 
and  investing  in  profitable  pockets 
shows  up  especially  well  in  Amoco's 
$4.4  billion  (revenues)  chemicals  di- 
vision. Since  1991  Fuller  has  shed 
weak  product  lines  like  oil  well 
chemicals  and  has  spent  $1.7  billion 
to  build  up  faster-growing  and  more 
lucrative  lines. 

An  example  here:  Amoco  now 
holds  about  40%  of  the  world  market 
for  paraxylene,  known  as  PX,  and  puri- 
fied terephthalic  acid,  or  pta.  These 
products  are  used  to  make  polyes- 
ter— and  demand  for  all  three  is 
booming,  especially  in  Asia. 
Amoco — along  with  partners  in  Sin- 
gapore, Indonesia  and  Taiwan — is 
spending  an  estimated  $2  billion  on 
new  px  and  pta  capacity. 

When  Fuller  was  named  chief  exec- 
utive during  the  1991  recession,  the 
chemicals  division  earned  a  paltry  $68 


An  Amoco/McDonald's  outlet 
Amoco  is  teaming  up  with  big-name  con- 
sumer firms  like  McDonald's  and  Burger 
King  to  share  the  costs  of  new  outlets. 


million.  Last  year  Amoco  netted  $57 
million  from  chemicals;  CS  First  Bo; 
ton  oil  analyst  James  Clark  predici 
chemical  profits  will  jump  to  $83 
million  in  1997.  At  that  level,  he  say 
chemicals  will  be  earning  17%  on  th 
division's  invested  capital,  up  froi 
about  11%  today. 

Like  his  big  oil  colleagues/compc 
titors,  Fuller  understands  that  in  a 
era  of  flat  energy  prices  costs  must  fa 
if  profits  and  dividends  are  to  grov 
He  took  a  big  step  toward  overheac 
cutting  last  July,  when  he  replace 
Amoco's  three  traditional  operatin 
companies  (Exploration  &  Produi 
tion,  Refining  &c  Marketing,  an 
Chemicals)  with  17  freestandin 
business  units.  Each  reports  to  a  ten 
man  group  headed  by  Fuller.  "W 
had  checkers  checking  the  checkers, 
says  Fuller  of  Amoco's  old  corporal 
bureaucracy. 

With  trendy  concepts  like  "corp< 
rate  reengineering"  all  the  rage,  iti 
easy  to  question  the  importance  1 
Amoco  of  Fuller's  structural  reforn 
As  natural  gas  unit  boss  Rebecca  MJ 
Donald  puts  it:  "Lots  of  companl 
restructure.  What  counts  is  what  yo| 
do  after  that."  But  this  much  is  not 
doubt:  With  the  reform  Amoco  will  U 
able  to  shave  8%  from  its  work  force  U 
the  end  of  1995,  reducing  the  total  j 
some  43,000.  This  comes  on  top  of 
16%  cut  in  1992.  Annual  savings:  $11 
billion,  pretax,  about  equal  to  Amu 
co's  dividend  payout. 

On  the  basis  of  early  returns,  Full 
has  reason  to  feel  he's  on  the  rigi 
track.   Despite   sagging  natural   g 
prices  and  some  refinery  problems  la. 
year,   Amoco   finished    1994   on 
strong  note  and  earned  $1.8  billic 
($3.60  a  share),  a  tad  below  19S 
earnings.    Securities   analysts   expe 
earnings  to  grow  16%,  to  just  over  { 
billion,  this  year,  $4.14  a  share.  Th 
would  boost  Amoco's  return  on  eqi 
ty  to  14.3% — higher  than  Exxon 
Some  analysts  think  Amoco's  stoc 
recently  around  59  a  share,  cou 
reach  68  this  year. 

Far  from  taking  issue  with  the  op 
mism,  Fuller  raised  Amoco's  anni 
dividend  in  January  by  9%,  fro 
$2.20  a  share  to  $2.40.  This  was  t 
first  increase  since  he  was  nam' 
chairman  in  1991 .  It  was  a  strong  vc 
of  confidence  in  his  and  Amocc 
ability  to  compete.  I 
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Franklin  Global  Utilities  Fund 


The  demand  for  basic  utilities  such  as  water, 
electricity  and  telecommunications  is  growing  in 
all  countries  around  the  world.  And  that  could 
make  the  Franklin  Global  Utilities  Fund  a  growth 
opportunity  for  you. 

The  Franklin  Global  Utilities  Fund  seeks  to 
capitalize  on  this  potential  for  growth  by  invest- 
ing in  equity  and  debt  securities  of  utility  compa- 
nies located  in  growth  areas  throughout  the  world. 
Franklin's  management  team  evaluates  utility  com- 
panies, based  on  location,  regulatory  climate, 
earnings  and  management  history.  The  result  is  a 
portfolio  designed  to  combine  current  income 
and  capital  appreciation.* 

Call  your  investment  representative  or 
Franklin  today  for  a  free  brochure. 


fThe  risks  of  investing  in  a  non-diversified  fund,  such  as  increased  susceptibility  to 
adverse  economic,  political  or  regulatory  developments,  are  described  in  the  prospectus. 
Franklin  Templeton  Distributors,  Inc. 


Call  1-800- 
342-FUND 
Ext.   ¥588 


Franklin  Funds 

777  Mariners  Island  Boulevard 
San  Mateo,  CA  94404-1585 

%£&£■/!  would  like  a  free  prospectus 
containing  more  complete  information  on  the 
Franklin  Global  Utilities  Fund,  including 
sales  charges  and  expenses.  I  will  read  it 
carefully  before  I  invest  or  send  money. 

D   I  am  currently  a  Franklin  shareholder. 

Name 

Address 

City 

State/Zip 

Daytime  Phone 


F  R  A\  NJ  K  I II  Nl 


L 


A  Member  of  the  $114  Billion  Franklin  Templeton  Group 
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"The  typical  American  family  is  living  on  less  than 
it  did  15  years  ago.  Most  of  us  are  getting  nowhere." 

—Labor  Secretary  Robert  Reich, 

in  a  January  speech  at  the  National  Press  Club 

Twisting 
the  numbers 


By  Janet  Novack 

Well,  certainly  Robert  Reich  is  get- 
ting somewhere:  The  former  unten- 
ured  lecturer  now  heads  a  govern- 
ment bureaucracy  with  16,800  em- 
ployees at  his  beck  and  call.  In  spite  of 
what  he  says,  most  of  his  fellow  Amer- 
icans, too,  are  better  off  than  they 
were  in  the  late  1970s. 

Bradley  Schiller,  an  American  Uni- 
versity economist  who  studies     

U.S.  earnings  patterns,  flatly 
contradicts  Reich's  gloomy  di- 
agnosis. Says  Schiller:  "Most 
people's  incomes  have  been  go- 
ing up.  There's  more  upward 
mobility  than  stagnation." 

Stephen  Rose,  who  is  the 
chief  economist  for  the  Clin- 
ton-appointed National  Com- 
mission for  Employment  Poli- 
cy, draws  a  similar  conclusion. 
Analyzing  data  from  actual  fam- 
ilies tracked  over  time  by  the 
University  of  Michigan  Survey 
Research  Center,  Rose  finds 
that  67%  of  working- age  Ameri- 
can families  were  better  off  in 
the  1980s  than  they  were  in  the 
1970s.  Even  at  the  low  end  of 
the  education  scale,  where  gains 
were  smallest,  nearly  six  out  of 
ten  families  headed  by  working- 
age  high  school  dropouts 
scored  real  income  gains  during 
the  1980s. 

What's  Reich's  basis  for  his 
gloomy  analysis  of  what  hap- 
pened in  the  Reagan  years?  In- 
stead of  actual  families'  incomes 
he  compares  median  incomes  in 
1979  and  1993.  According  to 
census  data,  median  household 


68 


income  in  1993  ($31,241)  was  down 
in  real,  inflation-adjusted  terms  by 
2.8%  from  1979,  and  median  family 
income  ($36,959)  was  down  3.4% 
from  1979.  (The  difference  between 
household  and  family  income  is  that 
household  income  includes  individ- 
uals living  alone.) 

Apples  and  oranges.  Reich  is  en- 


Stay  married,  do  better 

Percent  change  from  1974  to  1993 

in  types  of  households  and  their  median  incomes 


All  households* 


All  families 


Married-couple  families 


Female  family  head,  no  husband 


Growth  in  households 


■■■■■■I 


'Includes  families,  individuals  living  alone  and  unrelated  individuals  living  t 
Source:  U.S.  Bureau  of  the  Census 


Families  headed  by  unwed  or  divorced  mothers 
have  grown  fast  (see  top  chart).  This  makes 
household  and  family  median  incomes  appear 
stagnant,  although,  as  bottom  chart  shows, 
married  couples  have  done  well. 


gaging  in  a  bit  of  statistical  sleight  o 
hand.  He  is  comparing  median  cam 
ings  at  an  economic  peak,  1979,  witi 
earnings  in  1993,  when  the  econom; 
was  still  recovering  from  a  recession 
Compare  apples  to  apples  and  th 
result  is  entirely  different.  From  peal 
to  economic  peak,  1979  to  1989,  rea 
median  household  income  grew  b" 
4.8%.  Family  income  grew  by  4.2%. 
The  gains  may  be  even  better  thaii 
they  look.  More  wage  earners  l\v\ 
alone  today  than  a  decade  and  mori 
ago.  Many  more  households  an 
headed  by  divorced  (or  never  mam 
ried)  mothers  than  were  a  decade  age 
Both  changes  bring  down  reporte>H 
median  incomes.  According  to  oni 
census  study,  simply  between  198^ 
and  1989  the  change  in  the  house 
hold  mix  cut  reported  median  house 
hold  income  by  4%.  If  that's  correc 
there  could  have  been  a  gain  of  mow 
than  8%,  if  living  arrangements  hadn 
changed. 

Many  serious  scholars  further  b 

lieve  that  some  poor  people  substar 

dally  underreport  their  income,  anr 

that  some  households  counte 

£  as  "poor"  are  in  fact  solid 

|  middle  class.  Consider  this:  I 

|  1993   the   mean   reported  ir 

?  come  of  the   bottom  20%  ( 

cr 

2  households  was  $6,395,  bu 
their  average  reported  spendiril 
was  $13,957. 

In  testimony  to  Congress  i 
January  Reich  drew  a  picture  « 
mom  and  pop  slaving  at  tw 
jobs  six  days  a  week  and  bare 
earning  $30,000  a  year  betwet 
them.  But  according  to  tl 
Census  Bureau,  the  1993  meo. 
an  income  for  families  in  whi< 
husband  and  wife  worked  ft 
time  was  $60,71 1 .  Even  in  far 
ilies  where  both  partne 
stopped  their  education  aft 
high  school,  earnings  exceed*' 
$45,000,  assuming  each  earnn 
the  median  for  a  full-time  wor 
er  over  25  of  his  or  her  sex  ai 
education.  Even  if  both  are  hij 
school  dropouts,  they  pull 
around  $35,000  a  year. 

To  bend  slightly  what  Ma 
Twain  quoted  Benjamin  D 
raeli  as  saying:  There  are  Hi 
damn  lies  and  statistics  that  p< 
iticians  use  to  justify  gover 
ment  programs.  I 
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sk  not  what  your  country 


do  for  your  country " 


— John  E  Kennedy 


Last  year,  Archer  Daniels  Midland  and  its  affiliates 
had  $20  billion  in  combined  sales.  $6. 5  billlOD  WdS 

a  direct  benefit  to  our  country's 
balance  of  payments. 


At  ADM,  we  take  JFK's  challenge  to  heart.  And  today, 
what  we're  doing  for  our  country  can  be  counted  in  billions. 


Supermarket  to  the  world 


Canton,  Ohio  has  a  fountain  of  youth. 
It's  called  Timken  Co. 

The  soul  of 
an  old  company 


By  Eric  S.  Hardy 

Do  "industrial  tapered  roller  bear- 
ings" and  "heavy  r&d  spending" 
seem  like  incompatible  phrases?  If  so, 
you  don't  know  about  Timken  Co.,  a 
96-year-old  midwestern  manufactur- 
er with  the  soul  of  a  biotech  startup. 

The  world's  oldest  manufacturer  of 
tapered  roller  bearings,  $1.9  billion 
(sales)  Timken  is  also  the  largest  and, 
over  time,  the  most  profitable.  It  stays 
that  way  by  constantly  looking  for- 


ward, never  backward.  Says  59-year- 
old  Joseph  F.  Toot  Jr.,  who  joined 
Timken  32  years  ago  and  has  run  it 
since  1992:  "Today's  bearing  is  a 
dramatically  different  product  than  it 
was  ten  years  ago,  and  I  would  be  very 
surprised  if  the  2005  version  is  any- 
thing like  what  we're  making  now." 
Henry  Timken,  inventor  of  the  ta- 
pered roller  bearing,  started  the  com- 
pany in  St.  Louis  in  1899.  The  com- 


Timken  Chief  Executive  Joseph  F.  Toot  Jr. 
Applying  new  technologies  to  age-old  products. 
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pany's  huge  R&D  center — situated  a i  lint*  J 
few  miles  north  of  its  Canton,  Ohio  ami  n 
headquarters — is  home  to  350  metal-  «c  su 
lurgical  engineers,  scientists  and  tech-  astern 
nicians.  Last  year  they  spent  $38  mil-  *j  in 
lion — more  than  half  Timken's  prof-  corvi 
its — searching  for  better  ways  to  make  inili 
bearings  and  develop  new  materials  spiar 
and  manufacturing  processes. 

What  does  Timken  get  for  its  mon- 
ey? Compare  the  Timken  bearing 
that  go  into  the  automatic  transmis-  ;  w 
sion  of  a  1995  gmc  pickup  with  those*  m  pr< 
of  a  1980  model.  The  new  bearings  arofal 
are  30%  lighter,  can  withstand  three,  imachii 
times  the  load,  last  three  times  as  long*  nits.  1 
as  the  old  bearings — yet  cost  the  samei  otmcnt 
(after  adjusting  for  inflation).  They  -  Q 
also  have  less  friction,  adding  to  auto-  [.spent 
mobile  fuel  efficiency.  ;  u'sequ 

Thanks  to  such  advances,  Timken'; \  a  «ee 
one-third  share  of  the  global  markei 
for  tapered  roller  bearings  is  the  high    At  the 
est  of  any  firm.  Among  other  thing: 
Timken's  researchers  are  working  on   im 
improvements     in     so-called     smar 
bearings  (e.g.,  bearings  with  built-int  jnTim 
electronic  sensors  for  speed  and  brakk  *  y> 
ing).  A  new  bearing  for  freight-traii   , 
cars,  with  a  built-in  generator,  wil 
soon  be  on  the  market.  In  develop    , 
merit:  bearings  capable  of  adjusting  |nqCf] 
for  metal  expansion  and  contraction  \  <g  ^ 

Last  September  Timken  opened  itt  Kj  rjv 
most  advanced  plant  yet,  in  Ashen  nt. This i 
boro,  N.C.  The  $120  million  facilit 
is  so  automated  that  customized  beam  B  Jnij 
ings  can  be  rolled  off  its  assembly  linei  \m 
within  a  day  or  two  after  specification 
are  set  and  an  order  is  placed.  Othe 
factories  take  weeks  or  months. 

The  Asheboro  plant  enables  Timi 
ken  to  cut  the  production  cost  of  sc 
called     orphan     products — bearing 
produced  in  relatively  low  volumes  cs  | 
a  few  hundred  units  (or  even  fewer 
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Says  Toot,  who  is  as  soft-spoken  ami  j^  ' 
courtly  as  he  is  tall  and  athletic:  "W 
used  to  assume  that  [bearings]  pre 
duced  in  low  volume  necessaril 
meant  they  had  to  be  very  expensive. 
Recently,  a  customer  ordered  seve 
highly  specialized  custom  bearing 
Timken  got  the  order  in  large  pa 
because  it  was  capable  of  deliverin 
the  bearings  in  less  than  half  the  tin 
other  companies  would  have  neede< 
If  Timken's  Canton  headquarte 
are  quintessentially  American,  i 
business  is  thoroughly  global.  It  mai 
ufactures  roller  bearings  at  ten  U. 
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lants  and  nine  foreign  factories.  A 
1   rand-new  bearings  factor}'  in  Singa- 
i   ore  supplies  Japan  and  other  Far 
tK    astern  nations  with   tiny  bearings 
1   sed  in  computer  disk  drives.  The 
1    ictory  may  eventually  supply  China 
J  'hen  that  market  opens  up.  The  over- 
J   :as  plants  generated  22%  of  sales  last 
ear.  Toot  says  the  ratio  will  rise. 
Overall,  making  and  selling  bear- 
ds lgs  accounts  for  two-thirds  of  Tim- 
en's  business.  The  other  third  comes 

I  om  producing  1.25  million  tons  a 
™  :ar  of  alloy  steel,  used  for  such  things 

II  ;  machine  tools  and  precision  instru- 
lents.  Timken  stepped  up  its  com- 

1  litment  to  this  business  in  1981, 
I™  rhen  Chairman  William  R.  Timken 
'M  '.  spent  S450  million— 75%  of  Tim- 
en's  equity  at  the  time — on  a  green- 
i  eld  steel  plant  in  Pern'  Township, 
™  Khio,  a  few  miles  west  of  Canton. 
M  At  the  time,  Ohio  was  in  its  worst 
thm  :cession  since  the  1930s  Depression, 
W  id  many  old  Timken  hands  as  well  as 
hk  >)mpany  outsiders  worried  that  Wil- 
li lm  (Tim)  Timken  had  lost  his  bear- 
lbn  igs.  "Some  thought  the  steel  plant 
it-tf|  as  too  risky,"  recalls  Toot.  But  last 
*,  i  car  the  plant  produced  775,000  tons 
tii  -"specialty  alloy  steel. 
|M  I  In  steel,  too,  R&D  is  key.  Timken's 
icw  iw  class  of  steel  products,  brand- 
ned  uned  DynaMetal,  has  no  lead  con- 
Adi  nt.  This  property  makes  DynaMetal 
6a]  l  ideal  component  for  artificial  hip 
dbc  lints  and  automotive  applications. 
ilyl  No  century-old  U.S.  company  can 
catio  te  earnings  that  rise  every  year.  For 
0a  imken,  the  last  few  years  were  a 
s.  >ugh  patch.  The  company  lost  mon- 
sTi  'in  both  1991  and  1993  and  earned 
toll  lly  S4.5  million  in  1992.  So  while 
earil  >e  Toot  opened  new  factories,  he 
una  so  trimmed  Timken's  work  force  by 
fevd  »me  15%,  to  16,000  full-time  em- 
m  oyees  worldwide,  a  13-year  low. 
ic:1  Helped  by  Toot's  judicious  cost- 
is]  ps  ltting  and  a  strong  automotive  mar- 
»a  :t,  earnings  came  roaring  back  last 
:im£  :ar,  to  S68.5  million  ($2.21  a  share), 
d sci  e  highest  level  since  1988.  The 
eaiin  ock  has  rebounded  from  around  27 
a  (I  share  when  Toot  was  named  chief 
jiveri  tecutive  in  1992  to  a  recent  33%. 
Jieni  Analysts  who  follow  Timken  say 
neei  rnings  will  exceed  $3  a  share  this 
qua-ti  tar  and  reach  S5  by  decade's  end. 
;.[•;,  ere's  one  old  American  company 
linn  lading  into  the  next  millennium 
,-'.  ith  lots  of  momentum.  tm 
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Wausau's  group  health  and  workers  compensation  claim  reps  work 

closely  with  our  Special  Investigative  Unit  to  explore  fraud  cases.  We  have 

a  hotline  for  anonymously  reporting  suspected  fraud.  And  we  assist  state 

fraud  bureaus  and  local  prosecutors.  Because  fraud  costs  us  all. 


WAUSAU 


Wausau  Insurance  Companies,  2000  Westwood  Dr.,  Wausau,  WI  54401    1-800-930-0033    A+  A.M.  Best  Rating 
Nationwide8  Insurance  Enterprise 


Call  1-800-950-2438  for  a  product  brochure.  The  Chevrolet  Emblem, 


The  average  dreafc 
This  isn't  yoi  rer 


Chances  are  it  began  before  you  even  had  a  license.  That  deep-rooted  yearning  for  one  to  c 
your  own.  And  while  most  of  your  nocturnal  fantasies  have  come  and  gone  over  the  years,  this 
seems  to  reappear  every  time  you  turn  out  the  bedroom  light  -  with  its  door  open  and  engine 
ning.  Well,  you're  not  alone.  Because  for  more  than  40  years,  people  have  been  losing  sleep  ov< 
Corvettes.  And  the  1995  'Vette  is  no  exception  -  with  a  300-horsepower  5.7L  LT1  engine,  A 
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te  Emblem  are  registered  trademarks  and  Chevy  is  a  trademark  of  the  GM  Corp.  ©1995  GM  Corp.  All  Rights  Reserved.  Buckle  up,  America.  ■" 


asts  6.6  minutes, 
rerage  dream. 
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ction  control,  a  six-speed  manual  transmission,  and  a  sound  system  you  could  imagine  only  in 
ur  wildest  dreams.  Since  we  introduced  the  Corvette  in  1953,  over  a  million  people  have  made 
nr  dream  come  true.  And  all  it  takes  is  a  trip  to  your  local  Chevy  dealer.  So  instead  of  spending 
other  night  dreaming  of  a  Corvette,  why  not  experience  what  it's  really  like  to  drive  one. 

CORVETTE    CT^Z3    GENUINE    CHEVROLET™ 


The  controversy  at  the  Smithsonian  was  not  about  an 
airplane  exhibit.  It  was  about  the  values  of  a  society. 

The  right 
to  infiltrate 


BY  THOMAS  SOWELL 


Dr.  Thomas  Sowell  is  an  economist 

and  a  senior  fellow  at  the  Hoover  Institution 

in  Stanford,  Calif. 


One  of  the  truly  disturbing  signs  of 
our  times  has  been  the  layers  of  lofty 
hypocrisy  surrounding  the  controver- 
sy over  the  Smithsonian  Institution's 
exhibit  of  the  Enola  Gay,  the  plane 
that  dropped  the  first  atomic  bomb 
on  Hiroshima  half  a  century  ago. 

The  liberal  media  version  of  what 
happened  is  that  earnest  scholars  tried 
to  '•'educate"  the  public  as  to  the 
truth  about  the  decision  to  drop  the 
bomb  on  Hiroshima,  but  that  politi- 
cal pressures  from  right-wing  politi- 
cians and  veterans'  groups  prevented 
this  noble  enterprise  from  being  car- 
ried out.  According  to  the  New  York 
Times  account,  it  was  "the  profession- 
al skepticism  of  historians"  versus 
people  who  "want  to  celebrate  their 
memories,  not  question  them." 

Here  is  a  sample  of  that  scholarly 
professionalism  in  the  Smithsonian  ex- 
hibit: The  war  against  Japan  was  "a  war 
of  vengeance"  waged  by  the  United 
States  while,  for  Japan,  it  was  "a  war  to 
defend  their  unique  culture  against 
Western  imperialism."  A  little  more  of 
this  kind  of  revisionist  history  and  our 
children  will  be  taught  that  Americans 
at  Pearl  Harbor  wantonly  opened  fire 
on  some  innocent  Japanese  airplanes 
that  happened  to  be  flying  by. 

How  surprised  would  you  be  to  learn 
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that  a  leftist  professor  at  politically  cor- 
rect Stanford  University  was  a  consultant 
on  this  project?  He  came  up  with  esti- 
mates that  fewer  than  50,000  Americans 
would  have  died  in  an  invasion  of  Japan, 
the  alternative  to  using  the  atomic 
bombs  on  Hiroshima  and  Nagasaki. 

To  put  this  in  perspective,  more  than 
5,000  Marines  were  killed  taking  die 
small  island  of  Iwo  Jima  and  more  titan 
1 1 0,000  Japanese  died  in  the  invasion  of 
Okinawa — more  than  were  killed  in  the 
bombing  of  either  Hiroshima  or  Naga- 
saki. Yet  Monday  morning  quarterbacks 
now  confidently  tell  us  how  small  the 
casualties  would  have  been  invading 
Japan  from  die  sea,  in  the  face  of  a  whole 
armed  nation — civilian  as  well  as  mili- 
tary, children  as  well  as  adults — prepared 
by  their  leaders  for  suicidal  resistance  in 
defense  of  their  homeland. 

Ultimately,  however,  this  whole 
Smithsonian  episode  was  not  about  mili- 
tary history.  It  was  about  anti-American 
propaganda,   which   has   become   the 


Being  factually  wrong  does 
not  matter  to  those  who 
are  politically  correct. 


norm  among  the  leftist  intelligentsia, 
whether  in  the  academic  world,  die  arts, 
or  the  national  government's  own  cul- 
Uiral  agencies.  It  is  all  of  a  piece  with 
photographs  of  a  cross  immersed  in 
urine,  American  flags  placed  on  museum 
floors  for  people  to  walk  on,  and  other 
examples  of  tax-subsidized  "culture." 

Nor  is  this  peculiar  to  the  United 
States.  As  British  historian  Paul  Johnson 
has  pointed  out,  the  government-sup- 
ported British  Broadcasting  Corpora- 
tion "rarely  misses  an  opportunity  to 
spit  in  the  face  of  the  British  people  and 
denigrate  die  tilings  we  hold  dear." 


For  much  of  diis  century,  the  lefti: 
intelligentsia  in  die  West  has  kissed  th 
behinds  of  mass  murderers  from  Stali 
to  Mao,  so  long  as  they  were  ant 
American.  They  have  sneered  at  "the  sc 
called  Free  World,"  even  as  millions  ( 
people  in  the  unfree  world  risked  the 
lives  in  desperate  attempts  to  get  here. 

One  thing  you  must  grant  to  thes 
ideologues:  They  know  that  they  ai 
in  a  cultural  war,  as  those  on  the  oth( 
side  often  do  not.  To  the  anointed  ( 
academia  and  the  media,  particular 
in  the  nonprofit  sector,  educatioi 
like  war,  is  a  continuation  of  politii 
by  other  means.  The  curriculum,  th 
museum,  the  movie  screen,  the  a 
gallery,  and  even  corporate  philai 
thropy  are  all  ideological  battk 
fields — and  in  most  of  these  institi 
tions,  only  one  side  is  battling.  That 
why  they  are  winning,  despite  an  o>< 
casional  setback  when  somethir: 
egregious  becomes  an  issue. 

In  these  campaigns,  the  very  notic 
of  truth  is  treated  as  a  quaint  prejudic 
of  a  bygone  era.  Those  who  are  politi 
cally  correct  are  never  discredited,  0 
matter  how  often  their  statemen 
collapse  in  the  face  of  facts. 

Was  the  feminist  movement  discrec 
ited  when  its  claim  that  Super  Bov 
Sunday  was  the  day  when  the  mo 
wives  were  battered  could  not  be  su] 
ported  by  any  evidence?  Has  Paul  Eh 
lich  or  the  Worldwatch  Institute  bet 
discredited  by  the  repeated  failures 
their  hysterical  predictions?  Did  an 
one  care  that  homeless  advocate  Mite 
Snyder  made  up  numbers  out  of  th 
air  to  garner  political  support? 

Being  factually  wrong  does  not  nic 
ter  to  those  who  are  politically  corret 
Some  of  the  bolder  members  of  ti 
anointed  have  openly  expressed  tl 
view  that  various  racial  charges  whii 
turned  out  to  be  hoaxes  do  not  bothi 
them  because  these  charges  serve 
raise  consciousness.  Similarly,  some 
the  brassier  feminists  declare  that  th 
are  untroubled  by  false  charges  agair 
some  men  because  men  in  general  a 
guilty  of  the  things  charged. 

The  controversy  at  the  Smithsoni 
Institution  was  not  about  an  airpla 
exhibit.  It  was  about  the  values  of 
society  and  a  civilization — and  abo 
people  who  feel  that  they  have  a  right 
use  the  taxpayers'  money  to  fight  th 
own  ideological  wars,  and  a  right  to 
tenured  guerrillas  with  pensions.       I 
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Nicholas -Applegate  has 
turned  the  world  upside  down! 


•i 


You'd  be  surprised  at  all  the  good  things  you  can  find 
when  you  turn  the  world  upside  down  and  give  it 
a  good  shake.  That's  why  Nicholas-Applegate  takes  a 
"bottom-up"  approach  to  global  investing— an  approach 
that  focuses  on  the  growth  prospects  of  individual 
companies,  rather  than  on  economic  trends. 

We  vigorously  shake  up  the  financial  data  on  over 
24,000  companies  worldwide  to  remove  the  distortions 
caused  by  accounting,  tax  and  cultural  differences.  This 
allows  us  to  compare  the  world's  top-ranked  companies 
to  each  other  regardless  of  what  country  or  industry 


they  are  in... and  choose  those  we  think  are  best  for 
our  Worldwide  Growth,  International  Growth,  and 
Emerging  Countries  mutual  funds. 

In  this  right-side  up  world,  you  just  may  find  more 
opportunities  if  you  turn  things  upside  down  for  a 
change.  To  find  out  more  about  our  international  funds, 
please  call  us.  We'll  send  you  a  fact  kit  with  a  prospectus 
containing  more  complete  information  about  charges, 
expenses  and  the  risks  associated  with  global  investing 
(including  political  and  currency  risks)  to  read  carefully 
before  you  invest.  Call  today  1-800-551-8043. 


Nicholas 


Applegate5"  mutual  funds 


Nicholas-Applegate  Securities,  Distributor    600  West  Broadway,  30th  Floor    San  Diego,  CA  92101 
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Poor  Victor  Posner.  He  hates  to  see  someone  else  get 
Salem  Corp.'s  cash,  yet  he  doesn't  want  to  put  any  more 
of  his  own  cash  on  the  line  to  take  Salem  private. 


Victor's 
last  stand? 


By  Matt  Walsh 

The  likely  sale  within  the  next  few 
months  of  Salem  Corp.  will  generate 
neither  big  headlines  nor  fancy  invest- 
ment banking  fees.  Based  in  Pitts- 
burgh, the  $125  million  (estimated 
sales)  maker  of  heavy-duty  furnaces 
and  equipment  for  the  metals  and 
minerals  industries  will  probably  fetch 
around  $50  million,  walking-around 
money  as  Wall  Street  deals  go. 

Yet  the  selling  of  Salem  will  be  a 
milepost  of  sorts.  Traded  on  the 
American  Stock  Exchange,  Salem  is 
the  last  publicly  owned  company  con- 
trolled by  Miami's  Victor  Posner,  the 
asset-stripper  and  convicted  felon 
who  once  controlled  dwg  Corp.,  Ev- 
ans Products  and  Sharon  Steel.  From 
1987  to  1991,  Posner  received  salary 
and  bonuses  of  over  $31  million  from 
dwg  alone.  But  Posner  lost  control  of 
these  and  other  companies:  As  part  of 
a  legal  settlement  with  shareholders, 
he  sold  some  of  his  interest  in  dwg; 
the  other  companies  went  bankrupt. 

Now  76  and  worth  an  estimated 
$425  million,  Posner  began  accumu- 
lating his  stake  in  Salem  Corp.  in 
1979.  He  now  owns  49.2%  of  the 
stock.  But  in  December  1993  federal 
judge  Milton  Pollack  barred  Posner 
from  ever  being  an  officer  or  director 
of  a  public  company;  the  U.S.  Su- 
preme Court  declined  to  hear  his 
appeal.  Salem's  13-member  board  is 
stacked  with  8  Posner  cronies,  includ- 
ing Posner's  brother,  former  brother- 
in-law  and  nephew.  But  in  February 
1994  Posner's  Salem  stake  was  placed 
in  a  trust  and  is  now  voted  by  trustees. 
Control  is  seeping  away. 

Posner's  choices  are  stark.  He  can 
sell  his  stake.  Or  he  can  tender  for  the 
public  stock  he  doesn't  own  and  take 
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Salem  private. 

This  is  a  tough  decision.  Salem  is  a 
real  company  with  a  lot  of  cash  in  its 
till.  Its  U.S.  and  U.K.  units  are  well 
regarded  in  the  metals  processing  and 
materials  handling  industries.  The 
company  generated  a  healthy  $3.34  a 
share  in  cash  flow  from  operating 
activities  in  the  nine  months  ended 


fered  around  $17  a  share,  cash,  for  a 
of  Salem's  1.86  million  shares.  Hai 
bour  has  since  raised  its  offer  to  $2 1 
Two  other  unidentified  bidders  hav 
now  expressed  interest  in  the  compa 
ny.  This  has  pushed  Salem's  stoc 
from  13V2  last  fall  to  a  recent  22. 

This  puts  Posner  in  a  corner.  Wil 
Ham  Pallot,  who  served  on  the  board 
of  several  Posner  companies,  says  th 
old  financier  won't  let  Salem  get  awa 
from  him.  "I  know  Victor,  and 
know  how  he  thinks,"  says  Pallo 
"He  hates  to  sell.  He  wants  to  owr 
He  wants  to  possess." 

On  the  other  hand,  Sam  Fox's  bic 
ding  means  Posner  would  have  t 
come  up  with  over  $20  million  in  cas 
in  order  to  buy  out  Salem's  publi 
shareholders.  The  thought  of  antein 
up  all  that  money  probably  makt 
Posner's  stomach  turn,  at  a  time  whe 
he's  trying  to  recover  from  a  rupture 
aorta.  Says  Donald  Glazer,  Posner 
lawyer  and  majordomo:  "The  on) 
strategy  Mr.  Posner  has  right  now 
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Sept.  30;  earnings  were  probably 
$1.50  a  share  last  year,  up  from  79 
cents  in  1993  after  special  charges. 
Debt  was  a  modest  $2.3  million  in 
September,  against  cash  of  $24  mil- 
lion, $12.73  a  share. 

If  Posner  had  hoped  to  take  Salem 
private  on  the  cheap,  those  hopes  ran 
aground  when  Sam  Fox  began  bid- 
ding for  Salem.  Fox,  65,  runs  Har- 
bour Group,  a  buyout  firm  specializ- 
ing in  small,  privately  held  manufac- 
turers in  mature  industries. 

Last  November  one  of  Harbour 
Group's  limited  partnership  pools  of- 


Ousted  raider 
Victor  Posner 
Posner  is 
cornered: 
His  control 
over  public 
companies  may 
soon  end. 


to  stay  as  well  as  he  can  and  keep  c  | 
getting  a  little  better  each  day." 

When»  Harbour  Group  first  e 
pressed  interest  in  Salem  last  Noven 
ber,  Posner  told  Salem's  board  1 
would  top  its  offer.  But  Posner  h 
conspicuously  not  responded  to  Ha 
hour's  $21-a-share  bid.  One  sour 
familiar  with  Posner  says  the  old  rai< 
er  would  probably  kiss  his  stock  goo' 
bye  at  $27  a  share  or  higher.  Whoev 
ends  up  with  the  company,  Salem  m 
be  remembered  as  the  only  Posne 
controlled  company  whose  pub 
shareholders  emerged  unhurt. 

Forbes  ■  March  13,  19' 
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ow  mucn  would  you  like  to  bring?  Our  valets  can  press  your  suit — or  a  week's  worth  of  them —  i 

In  hour.  Our  spacious  rooms  offer  hairdryers  and  thick  robes;  our  health  cluhs,  gear  from  running      jSJlA 
jrts  to  aerobics  shoes.  And  our  24-hour  concierges  are  poised  to  provide  anything  you  intended  to       ^n>t 
■jig,  hut  didn't — from  a  sales  presentation  on  a  disk,  to  a  best-seller.  Hard  cover  or      tjVkTTD  Sf ASON^  TTOTFT  <s 

1'iotape.  In  this  value-conscious  era,  the  demands  of  business  demand  nothing  less. 
1  1  1  11  r-  C  ■    1   onn  tio   O/f^o  Four  Seasons  •Recent 

reservations,  phone  your  travel  counselor  or  call  rour  seasons  at  1-oUU-ooZ-o44>zi. 

Four  Seasons  •  Regeni.  Defining  Ine  arl  oj service  al4(J  nolels  in  1Q  < 


HOTELS  AND  RESORTS 


)  countries. 


It's  dubious  how  well  minority  business  set-asides  have 
helped  struggling  African-Americans  or  Hispanics,  but 
they  are  adding  to  the  riches  of  Florida's  Fanjul  family. 

The  set-aside 
charade 


By  Phyllis  Berman  and  Alexandra  Alger  with  Toddi  Gutner  Block 


With  help  from  every  American  who 
consumes  sugar,  Palm  Beach  brothers 
Alfonso  Jr.  (Alfie)  and  Jose  (Pepe) 
Fanjul  have  built  a  fortune  worth  over 
$500  million.  The  Fanjuls  (it's  pro- 
nounced fawn-HOOL)  own  170,000 
acres  of  sugarcane  growing  property 


near  Lake  Okeechobee  in  south  Flori- 
da, and  another  240,000  acres  in  the 
Dominican  Republic,  where  they  en- 
tertain celebrities  at  their  famous  Casa 
de  Campo  resort. 

Thanks  to  the  U.S.  government's 
sugar  quotas,  Americans  pay  8  cents  a 


pound  above  the  world  price  for  suj 
ar.  This  puts  some  $65  million  a  ye;  i  lit 
into  the  Fanjuls'  bulging  coffers  an  t 
supports  a  lavish  Palm  Beach  lifesty 
that  has  been  well  chronicled  in  tl  | 
pages  of  W,  Town  and  Country,  t> 
Palm  Beach  Daily  News  and  oth< 
society    publications.     Greedy    ar 
ruthless  (Forbes,  May  14,  1990),  A 
fie  and  Pepe  Fanjul  were  born  in  Cull 
and  have  lived  in  Florida  for  over  |] 
years,  but  have  yet  to  apply  for  U. 
citizenship.  They  carry  Spanish  pas 
ports,  which  will  allow  them  to  avo 
U.S.  estate  taxes  on  foreign  assets 
long  as  they  contend  they  intend 
leave  the  U.S. 

Not  content  to  enrich  themselv 
from  government  intervention  in  tl 
sugar  market,  the  Fanjuls  are  no 
emerging  as  cynical  players  in  a  taxpa 
er-financed  game:  minority  set-asid 
in  the  tax-exempt  bond  market.  In  th  iiiorit) 
game    politicians    decree    that    bl 
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-ii  lieces — often  20%  and  more — of  local 
t  lebt  issues  be  allocated  to  underwrit- 
ni  rs  owned  b\  members  of  minorities. 
i;«ti     Alfie  Fanjul,  57,  and  brother  Pepe, 

A  >0,  own  85%  of  a  Miami-based  finan- 
tyl  ial  company  called  faic  Securities, 

i  nc.  Last  August  Felix  E.  Granados, 
:•  i  hief  executive  and  10%  owner  of 
'')■!  AIC,  proposed  that  Dade  County, 
aCa  ;la.'s  finance  director  name  faic  a 
w|  enior  comanager  on  a  S200  million 
if  11  iond  issue  to  expand  and  upgrade 
h pa  Liiami  International  Airport.  Grana- 
m  ilos  readily  conceded  that  thinly  capi- 
kq  alized  faic  had  litde  bond  under- 

iJ  .xiting  experience, 
hing  else,  "far;  is 

downed  and  -controlled  firm," 
:  m  t)  jranados  wrote  to  Dade  County's 
it  nt  ommissioners.  "The  firm's  Hispanic 
tap!  ownership  allows  for  the  opportunity 
t-asil  o  participate  in  programs  available  to 

y  ninority- owned  firms." 

at  I     Result:  From  out  of  nowhere  FAIC 


But  it  had  some- 
[a]  95%  Hispanic- 


The  Fanjul 
brothers,  Pepe 
and  Alfie,  third  and 
fourth  from  left 
In  character  at  a 
groundbreaking 
ceremony, 
joking  with 
well-wishers, 
glad-handing 
politicians. 
This  time  it's 
Alfie  shaking 
hands  with 
Representative 
Tom  Lewis. 


Securities  was  awarded  marketing 
rights  to  10%  of  the  S200  million 
Miami  International  issue,  in  third 
place  with  two  other  firms  and  behind 
Goldman,  Sachs  and  Prudential  Secu- 
rities. With  just  32  employees,  faic 
Securities  could  earn  $120,000  to 
$150,000  on  the  set-aside.  Pretty 
good  for  an  inexperienced  firm  that 
reported  net  capital  on  Oct.  31, 1994 
(its  most  recent  filing  with  the  Securi- 
ties &  Exchange  Commission)  of  just 
$1.4  million. 

Thanks  to  minority  set-asides,  in 
the  last  year  faic  Securities  has  been 
picked  to  participate  in  a  half-dozen 
municipal  and  state  bond  underwrit- 
ings  in  Florida,  including  issues  by  the 
Dade  County  Public  Schools,  the 
Florida  Housing  Finance  Agency  and 
the  Broward  County  Public  Schools. 
FAIC  has  also  managed,  despite  its 
piddling  size,  to  get  a  piece  of  the 
business  of  distributing  government 
debt  for  such  federal  agencies  as  Fan- 
nie Mae,  Freddie  Mac  and  the  Federal 
Home  Loan  Bank. 

Historically,  municipal  bond  un- 
derwriting was  a  lucrative  niche  domi- 
nated by  a  small  group  of  Wall  Street 
and  regional  firms.  Although  these 
large  firms  survive  and  still  dominate, 
the  industry  has  become  increasingly 
competitive.  So  much  so  that  Don- 
aldson, Lufkin  &  Jenrette  and  cs  First 
Boston  have  both  recently  pulled  out 
of  the  municipal  bond  market.  Over 
the  last  year,  business  has  deteriorated 
and  commissions  have  dropped  from 
1.25%  to  as  low  as  0.5%.  It  hasn't 
helped  that  during  the  last  ten  years 
scores  of  minority-owned  underwrit- 
ers like  faic  have  sprung  up  to  take 
advantage  of  minority  set-asides  es- 
tablished either  through  written  legis- 
lation or  policy  changes  on  the  local, 
state  and  federal  level. 

In  Florida,  for  example,  the  state 
legislature  has  just  passed  a  law  calling 
for  the  state  to  make  an  effort  to  give 
20%  of  each  offering  to  minorities — a 
nice  piece  of  change  considering  that 
in  the  state  there  were  S7.64  billion  of 
securities  issued  last  year. 

It  doesn't  take  much  to  qualify  as  a 
minority  underwriter.  Take,  for  ex- 
ample, Phillip  Allen,  finance  director 
of  Florida's  Broward  County,  where 
faic  is  grabbing  a  piece  of  the  business 
from  firms  like  Merrill  Lynch  and 
Goldman,  Sachs  for  tax-exempt  un- 


A  Forbes  profile,  May  1990 

Details  the  Fanjuls'  sugar  bonanza. 


derwritings.  He  says,  "It's  irrelevant 
to  me  that  the  Fanjuls  are  not  U.S. 
citizens,  or  that  they  have  millions  of 
dollars.  If  someone  comes  to  the  coun- 
ty asking  to  be  considered  for  minority 
business,  we  accept  their  representa- 
tions that  they  are  exactly  that.  And  as 
far  as  we  are  concerned,  the  Fanjuls' 
FAIC  is  a  minority  business." 

At  the  federal  level  it's  supposed  to 
be  harder  to  qualify.  Supposed  to  be. 
One  bureaucrat  at  Fannie  Mae  tells 
Forbes  he  "went  through  the  faic 
application  with  a  fine-tooth  comb" 
when  he  considered  the  Fanjuls  for 
inclusion  in  a  56-member  group  to 
market  Fannie  Mae  debentures  on  a 
regular  basis.  FAIC  made  the  cut,  and 
now  claims  to  sell  $50  million  worth 
of  federal  merchandise  a  month. 

What  do  minority  firms  like  FAIC 
have  to  do  for  their  local,  state  and 
municipal  authority  allotments?  Not 
much.  In  nearly  all  these  deals,  the 
set-aside  piece  of  the  issue  is  basically  a 
gift  to  the  minority  firms,  according 
to  muni  traders  at  large  Wall  Street 
firms.  They  report  that  many  of  the 
smaller  and  inexperienced  firms  to 
which  the  politicians  direct  pieces  of 
tax-exempt  underwritings  don't  have 
the  distribution  capacity — or  the  con- 
tacts or  the  sales  force — to  sell  their 
allotment.  So  they  do  what's  known 
as  "selling  to  The  Street,"  meaning 
they  give  their  allotment  of  the  issue 
back  to  a  senior  manager  (Prudential, 
say),  which  is  perfectly  legal,  or  out- 
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Fanjul  family 

side  the  syndicate,  which  is  forbidden. 
In  either  case,  they  pocket  a  small  but 
essentially  riskless  profit  on  the  deal. 

The  owner  of  a  regional  firm  in  the 
South  explains:  "Usually,  about  ten 
minutes  after  an  issue  is  priced,  we,  as 
comanager,  would  get  a  fax  back  from 
one  of  the  participating  firms,  offer- 
ing us  their  portion  of  the  issue  at  less 
than  the  offering  price,  which  tells 
you  they're  selling  below  market  price 
to  others." 

Suppose,  for  example,  that  a  county 
issues  a  20-year,  $100  million  sewer 
bond  priced  to  yield  6.5%.  A  minority 
firm  might  be  allocated  $10  million  of 
the  issue  as  a  set-aside.  If  the  firm 
marketed  the  bonds,  it  might  make  63 
basis  points — $63,000  on  the  $10 
million.  But  if  the  firm  "sells  to  The 
Street,"  it  might  earn  25  basis 
points — and  this  would  require  only  a 
small  sales  force  and  little  capital  to 
inventory  unsold  merchandise.  The 
revenues  are  practically  risk  free — akin 
to  getting  snares  of  an  initial  public 
offering  everyone  knows  will  open 
higher  than  the  offering  price. 

Felix  Granados  denies  that  faic  has 
ever  "sold  to  The  Street."  But  he 
does  say,  for  example,  that  if  a  county 


commissioner  allocated  15%  of  a 
$250  million  deal  to  his  firm,  the  lead 
manager  wouldn't  actually  give  him 
$37.5  million  worth  of  bonds  to  sell. 
Instead,  the  lead  manager  would  keep 
most  of  the  allocated  bonds  to  sell 
itself,  and  give  FAIC  a  "retention"  of, 


"If  someone  comes  to  the 
county  asking  to  be 

nsidered  for  minority 
business,  we  accept  their 
representations  that  they 
are  exactly  that." 


say,  2%,  or  $750,000  worth  of  bonds. 
This  means  that  an  institutional  fund 
manager  who  wanted  a  large  piece  of 
the  issue  would  be  forced  to  do  busi- 
ness with  the  lead  manager:  He  could 
not  count  on  delivery  from  a  small 
minority  firm  like  FAIC. 

Here's  another  way  these  set-aside 
allotments  get  moved.  If  a  housing 
authority,  say,  demands  that  minority 
firms  receive  a  participation,  then  the 


lead  manager  takes  most  of  the  set 
aside  bonds  and  books  them  a; 
"group  net  sales."  In  "group  nei 
sales,"  the  commissions  on  each  salt 
are  pooled  and  divvied  up  among  al 
syndicate  members.  That  suits  firm: 
like  FAIC  fine.  They  earn  commission: 
whether  they  sell  bonds  or  not,  anc 
without  risking  a  dime's  worth  o 
their  capital. 

Think  about  what's  going  on  here 
The  minority  set-aside  game  adds  tc 
the  inefficiency  of  the  already  ineffi 
cient  tax-exempt  bond  market.  The 
costs  of  this  inefficiency  are  paid  b) 
local  and  state  taxpayers,  in  the  forn 
of  interest  rates  that  are  certainh 
higher  than  a  more  efficient  marke 
would  demand. 

Why  don't  underwriters  who  un 
derstand  the  games  being  played  blov 
the  whisde?  Because  they're  afraid  o 
losing  business.  Says  one  Miami 
based  underwriter  who  has  seen  mi 
nority  firms  such  as  FAIC  Securities  ge 
chunks  of  the  local  underwriting  busi 
ness:  "It's  like  being  part  of  a  club.  I 
you  start  to  complain  about  wha 
minorities  get  for  doing  nothing,  th< 
city  commissioners  and  people  lik* 
them  just  won't  give  you  a  piece  of  th<i 


Benham   Capital   Manager  Fund 


'ur  new  Benham  Capital 
Manager  Fund  makes  it  easy 
to  diversify  your  IRA  with 
one  conservatively  managed 
no-load  mutual  fund. 

By  investing  in  stocks,  bonds 
and  money  market  securities 
from  both  U.S.  and  overseas 
markets,  it  offers  one-stop 
diversification  at  low  cost. 


Money  Market 

,'ro/  International 

Securities 

12% 

Starting  from  the  conservative  "neutral  mix"  shown 
above,  we  gradually  adjust  the  Fund's  holdings  in  an 
effort  to  increase  returns  and  moderate  risk. 


Call  1-800-331-8331 

E3  The  Benham  Group 

True    no-load    mutual   funds 


Benham  no-fee  IRAs. 

With  a  Benham  IRA,  you  pay 
no  set-up  or  maintenance 
fees.  And  you  won't  pay  a 
sales  commission  to  invest 
because  all  Benham  funds  are 
100%  no-load. 

Call  today  for  your  free 
investment  guide  and 
prospectus. 


© 


You  will  receive  a  prospectus  with  more  complete  information,  including  management  fees  and  expenses,  to  read  carefully  before  you  invest.  International  invest- 
ments involve  risks,  especially  currency  fluctuations,  not  present  in  domestic  investments.  Benham  Distributors,  Inc.  msfbi 
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Who  gives  you 

free  affiare  after 
six  rentals? 


Nobody  but 
Budget: 

Fly  free  when  you  rent  six  times.  Only  at  Budget 

Simply  rent  any  compact  or  larger  vehicle,  including  trucks,  six  times  for  three 
or  more  consecutive  days.  Rentals  must  occur  from  February  6  through 
June  15,  1995,  at  any  worldwide  Budget  location.  Well  give  you  a  free 
(excludes  taxes)  round-trip  coach  ticket  on  American  Airlines"  valid  for  travel       ^, 
within  the  contiguous  U.S.  and  Canada.  For  reservations,  contact  your  travel 


consultant  or  call  Budget  at  800-527-0700. 


THE  SMART  MONEY  IS  ON  BUDGET. 


•  J 


We  feature  Lincoln-Mercury  and  other  fine  cars. 


lt:.  Here  are  some  details  you  should  know:  Offer  requires  six  rentals  (minimum  three  days  per  rental)  of  a  compact  or  larger  vehicle, 
including  trucks,  at  any  worldwide  Budget  location  from  2/6/95  through  6/15/95.  For  complete  promotion  details  and  airline  ticket 
restrictions,  pick  up  a  Fly  Free  order  form  at  select  U.S.  Budget  locations.  American  Airlines  is  a  registered  trademark  of  American  Airlines,  Inc. 


Fanjul  family 


Felix  Granados, 
standing,  center, 
FAIC's  president, 
in  his  trading  room 
"The  category 
[for  minority  set- 
asides]  isn't 
'economically 
disadvantaged.' 
It's  'minority.' 
And  with  a  last 
name  like  Fanjul, 
that's  just  what 
they  are." 


action." 

Did  we  say  this  business  costs  the 
Fanjuls  nothing?  That's  not  quite 
right.  To  make  FAIC  Securities  a  mem- 
ber in  good  standing  of  the  tax-ex- 
empt set-aside  club  requires  a  certain 
amount  of  intelligent  greasing  of  the 
right  politicians'  palms.  This  is  an  art 
the  Fanjuls  have  perfected  with  politi- 
cal figures  at  every  level  of  govern- 
ment during  their  decades  in  the  sug- 
ar business. 

According  to  the  Center  for  Re- 
sponsive Politics  in  Washington,  from 
1987  to  mid- 1994  the  Fanjul  family 
and  its  various  sugar  operations  gave  a 
total  of  $321,000  in  "hard"  money 
to  congressional  and  presidential  can- 
didates and  Republican  and  Demo- 
cratic committees.  Hard  money  is 
funds  given  directly  to  a  candidate  or 
to  influence  an  election. 

Hard  money  is  only  the  tip  of  the 
iceberg.  In  addition,  Alfie  Fanjul  was 
a  major  fundraiser  for  Bill  Clinton 
during  the  presidential  election.  The 
family  itself  gave  $74,000  to  the  Clin- 
ton campaign,  and  Alfie  Fanjul  re- 
portedly hosted  a  fundraiser  in  Miami 
that  put  another  $120,000  in  the 
coffers.  Alfie  became  cochairman  of 
the  Clinton  campaign  in  Florida; 
when  the  economic  summit  was  con- 
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vened  in  Little  Rock  before  Clinton 
took  office,  he  was  seated  just  three 
seats  from  the  President-elect  himself. 
The  Fanjuls  didn't  wait  long  to  ask 
a  few  favors  in  return.  Soon  after 
Clinton  was  in  office,  Alfie  Fanjul 
arranged  a  meeting  with  the  new  Sec- 
retary of  the  Interior,  Bruce  Babbitt. 
The  problem:  Sugar  growing  has  pol- 


<tWhen  we  go  to  a  restaurant 
we  open  five  or  six  packets 
of  sugar  and  pour  them  out 
into  our  saucers." 


luted  the  Everglades  because  of  phos- 
phorous runoff,  and  demands  for 
cleaning  it  up  had  been  escalating. 
Couldn't  the  Clinton  Administration 
help  negotiate  an  agreement  that 
would  not  be  too  onerous  on  the 
sugar  growers?  Less  than  half  a  year 
later  Babbitt  announced  the  frame- 
work of  a  deal.  "The  Clinton  Admin- 
istration has  delivered,"  crowed  Alfie 
Fanjul  as  he  posed  for  photographs 
with  Babbitt  at  the  Interior 
Department. 

Florida  taxpayers  will  end  up  pay- 


ing most  of  the  cost  of  the  Everglad 
cleanup.  This  will  save  the  Fanjuls  an 
other  growers  some  $400  million. 

Lobbying  practices  in  the  muni<i 
pal  bond  business  are  probably  at  lei 
as  questionable  as  in  the  sugar  bu 
ness.  Gripes  a  New  York-based  n 
nority-owned  competitor  of  FAIC 
"It's  what  the  industry  calls  'pay 
play.'  Until  recently  you  were  only 
good  [as  a  bond  underwriter]  as  yo 
last  political  deal." 

Some  regulators  are  trying  to  st< 
the  pay-to-play  game.  Last  April  t ! 
Municipal  Securities  Rulemaki  ; 
Board,  a  self- regulatory  indusi ' 
group  that  monitors  muni  bond  de  • 
ers  across  the  country,  promulgate!  i 
new  rule,  called  Rule  G-37.  The  n  i 
bars  underwriters  from  giving  mor  I 
either  directly  or  indirectly  to  poli  • 
cians  who  could  influence  their  sel<  I 
tion  for  local  or  state  bond  deals. 

The  Fanjuls,  through  their  suj  r 
companies,  have  been  able  to  ignc  I 
Rule  G-37.  In  Florida  alone  they  gi  l 
a  total  of  $50,000  to  state  Candida  5 
after  the  rule  went  into  effect.  On  1 1 
receiving  end  were  gubernatorial  c;  f 
didate  Jeb  Bush,  the  state  treasur  i 
the  state  secretary  and  three  can  | 
dates  running  for  the  state  board  f 
education.  Another  $7,000  wem  [ 
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If  you  tried  to  CARRY  all  its  fuel,  passengers 


mi  LldG^GE  with  any 
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Super  King  Air  350 
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You're  scheduled  to  depart  Denver's 
Centennial  Airport  with  full  fuel,  9  passengers, 
and  luggage.  And  it's  hot.  You  couldn't  take  off 
with  a  light  jet  unless  you  offloaded  fuel,  or 
even  worse,  passengers. 

The  only  turbine  airplane  in  this  class 
capable  of  performance  like  that  is  the 
Super  King  Air  350. 

The  350  carries  more  than  twice  the  full  fuel 
payload  of  its  nearest  jet  rival  and  provides 
spacious,  efficient  comfort  for  as  many  as  9-1 1 
executives. 

In  fact,  there  are  many  things  the  350  can 
do  that  its  competitors  can't.  For  one  thing, 
it  can  land  with  that  same  full  fuel  and  payload. 
So  if  your  schedule  calls  for  numerous  short 
flights,  you  have  the  flexibility  to  load  all  the  fuel 
and  passengers  you  need  without  trade-offs. 

The  Beechcraft  Super  King  Air  350  is 
overed  by  the  most  extensive  service 


SUPER  HNG  AIR  350 
Departure  from  Denver  Centennial  (APA 

Elevation  5,883  ft. 

Temperature 95°F 

Basic  Operating  Weight  9,262  lbs. 

Passengers/luggage:  9  @  200  lbs 1,800  lbs. 

Fuel  3,611  lbs. 

Gross  Takeoff  Weight  14,673  lbs. 

Max.  Certified  Takeoff  Weight 15,000  lbs. 

Max.  Certified  Landing  Weight 15,000  lbs. 

Mission  example  uses  B/CA  standard  definitions  for  all  data. 

and  support  network  in  the  world.  In  fact, 
there's  probably  a  Beechcraft  Service  Center 
within  an  hour's  flying  time  from  where 
you  are  right  now  in  the  U.S. 

For  even  more  compelling  reasons  why  your 
corporation  should  consider  this  incredible 
airplane,  call  1-800-835-7767. 

It's  Not  fast  An  Aircraft.  It's  A  Beechcraft 

Raytheon  Aircraft  Company 

•Oeechcraft  ISawker 
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©1995  Arthur  Andersen,  Arthur  Andersen  &  Co,  SC.  All  rights  reserved. 


Aside  from  reporting,  you  need  an  audit  that  also 
reveals  paths  to  greater  results  for  your  company 

With  an  Arthur  Andersen  audit,  you  get  more — 
a  focus  on  your  business  risks  and  new  processes 
to  control  them.  Plus,  vital  process  improvement 
ideas.  Seasoned  Arthur  Andersen  professionals 
accomplish  this  by  using  the  most  advanced  tools, 
such  as  the  proprietary  Global  Best  PracticesSM 
knowledge  base  and  the  EXCEEDSM  process. 
So  along  with  an  auditor's  report,  we'll  also 
reveal  routes  to  superior  business  results. 

History  is  to  be  made, 
not  just  reported. 


Arthur 
Andersen 

Arthur  Andersen  &  Co,  SC 


Fanjul  family 

again,  after  Rule  G-37  went  into  ef- 
fect— to  candidates  for  the  Dade 
Board  of  County  Commissioners. 

Their  politicking  seems  to  have 
paid  off.  Go  back  to  that  Dade  Coun- 
ty award  in  November  of  the  $200 
million  bond  issue  for  the  Miami  air- 
port. The  county  manager  recom- 
mended faic  as  a  comanager  and 
allotted  5%  of  the  issue,  or  $  1 0  million 
worth  of  bonds,  to  faic.  But  then 
various  pols  on  Dade  County's  Board 
of  Commissioners  (of  the  13  commis- 
sioners, 10  are  Hispanic  or  black) 
began  talking  about  setting  aside  big- 
ger pieces  of  the  deal  for  minorities. 
Maurice  Ferre,  former  Miami  mayor 
and  a  Fanjul  ally  for  many  years,  piped 
up,  proposing  that  FAIC's  allotment 
be  increased.  The  other  commission- 
ers nodded,  and  faic,  along  with 
black-owned  Douglas  James,  sud- 
denly was  named  senior  comanager 
on  the  airport  issue.  The  Fanjuls' 
allocation  jumped  to  $20  million,  up 
from  $10  million. 

But  don't  blame  the  Fanjuls  for 
taking  advantage  of  the  set-aside 
game.  Blame  the  politicians  who  write 
the  rules.  "Look,"  says  faic  Chief 
Executive  Felix  Granados.  "The  cate- 
gory [for  minority  set-asides]  isn't 
'economically  disadvantaged.'  It's 
'minority.'  And  with  a  last  name  like 
Fanjul,  that's  just  what  they  are."  WM 


Alfie  Fanjul  Jr.  and  Sr.  in  1965  at  play  in  Florida 

Cuba's  revolt,  just  six  years  before,  had  no  dire  consequences  for  this 


family. 


The  Fanjuls' 
next  coup.5 


In  pre  Castro  Cuba,  Al- 
fonso Jr.  and  Jose  Fanjul's 
grandfather  Gomez 
Mena  Fanjul  was  one  of  the 
island's  most  prosperous 
sugar  growers.  To  demon- 
strate his  fondness  for  his 
product,  he  would  fill  his 
coffee  cup  three  quarters 
full  of  sugar. 

Today,  in  Palm  Beach, 
Seiior  Gomez  Mena's 
great-grandchildren  go 
through  a  lot  of  suf;ar,  too, 
but  for  a  different  reason. 
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"When  we  go  to  a  restau- 
rant for  dinner,"  Crista 
Fanjul  told  W magazine  in 
1987,  "we  .  .  .  each  open 
five  or  six  packets  of  sugar 
and  pour  them  out  into 
our  saucers." 

Small  personal  acts,  in 
other  words,  flippantly 
demonstrating  the  Fan- 
juls' investment  in  sugar. 

But  perhaps  the  Fan- 
juls' biggest  demand  for 
U.S.  citizen  assistance  is 
yet  to  come. 

As  members  of  a  five- 
year-old  group  called  the 
National  Association  of 
Sugar  Mill  Owners  of 
Cuba,  the  Fanjuls  and 
other  millers  are  campaign- 
ing for  the  return  of  their 
Cuban  sugar  properties 


come  the  inevitable  fall  of 
Fidel  Castro.  These  proper- 
ties consisted  of  four  sug- 
ar refineries  and  some  of  the 
best  sugarcane  growing 
property  in  the  world. 
Democratic  officials 
say  the  Fanjuls  strongly 
supported  Bill  Clinton 
for  President  because  Clin- 
ton favored  the  Cuban 
Democracy  Act,  according 
to  press  reports.  Pro- 
posed by  Representative 
Robert  Torricelli 
(D-N.J.)  and  passed  prior 
to  the  election,  that  piece 
of  legislation  called  for 
tougher  economic  sanc- 
tions against  Cuba,  in 
hopes  of  hastening  Fidel 
Castro's  demise  and  the 
subsequent  return  of  the 


sugar  mills. 

Members  of  the  Na- 
tional Association  of  Sug; 
Mill  Owners  of  Cuba  mei  I 
in  Washington  in  January  I 
to  discuss  the  return  of 
expropriated  properties  tc  I 
Cuban  nationals. 

They  also  are  charting  I 
strategy  for  asking  Wash-  J 
ington  to  invest  in  their 
cane  fields  and  factories. 
"We  plan  on  asking  for 
financial  help  from  the  U. 
government,"  says  Nich-  I 
olas  J.  Gutierrez  Jr.,  a 
spokesman  for  the  group 
"It  will  take  a  lot  of  mon 
to  restore  all  this  sugar 
property,  which  has  been 
ravaged  by  bad  produc- 
tion methods." 

-P.B. 
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The  Mazda  Millenia  is  built  with  dual  air  bags,  crumple  zones 
and  door  beams  all  designed  to  absorb  the  energy  of  an  impact. 

However,  it's  also  designed  to  disperse  that  energy.  There's  a 
difference.  You  see,  in  a  side  collision,  special  cross  members  in  the 
frame  transfer  energy  from  the  side  that's  hit  to  the  one  that  isn't. 

Meanwhile,  a  unique  steel  spine  reinforces  the  cabin  front  and 
rear.  With  anti-lock  brakes  and  front-wheel  drive,  the  Millenia  is 
extremely  surefooted.  It  already  meets  all  1997  safety  standards.  And 
it  comes  with  a  36-month/50,000-mile  warranty  and  24-hour 
Emergency  Roadside  Assistance*  for  extra  peace  of  mind. 

Starting  at  $26,000,**  you  can  see  why  we  say  money  will  buy 
more  in  a  Mazda  Millenia.  For  a 
free  brochure,  call  1-800-639-1000 


Hi  \ 


P.!  I 


;;* 


'See  dealer  for  detail  on  limited  warranty  and  Pcdd^ae  Assistance  programs  "J26.995  MSRPfor  Millenia  with  cloth  trim  Taxes,  license,  freight,  options,  dealer  charges  extra  Actual  prices  set  by  dealer  O  1994  Mazda  Motor  of  America,  inc 


YOU'RE        M   E   E   P  I   M  G        TO        B    L7  I   E   D 
T  M   E       Vj\  ST       INFORMATION 


S    L/RERMIGMWSAY. 


W  EI   E   R   E        DO       Y  O    LJ        GO 


E  R  O  A/f        T  EI  E  R  E   ? 
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l\d  A   I  1ST       STREET. 


~>esn't  include  you  and  your  business,  the  expressway  to  the  future  could  be  the  road  to  nowhere. 

That's  why  we  custom  design  our  networks  to  meet  the  individual  goals  of  businesses  and  the 
unities  they  serve.  From  improving  education  to  creating  jobs,  the  capabilities  are  there. 

We  understand  that,  on  the  information  superhighway,  all  roads  ultimately  lead  to  Main  Street. 

So  whether  you're  a  growing  business  in  the  Southeast  or  a  cellular  customer  in  Honolulu, 

put  you  in  the  forefront  of  communications. 

E    F>    I    M    G         YOU        AHEAD         OF         T    M    E         G    A    hA    E.s" 


JA  BELLSOUTH 

>P  


Years  ago  Malcolm  Glazer  relied  on  Wall  Street  for 
investment  ideas.  He  didn't  make  that  mistake  twice. 

An  eye  for  value 


By  Howard  Rudnitsky 

Even  most  avid  readers  of  the  busi- 
ness sheets  probably  never  heard  of 
Malcolm  Glazer  before  this  January. 
He  emerged  from  obscurity  when  he 
outbid  six  other  investor  groups  to 
buy  the  Tampa  Bay  Buccaneers,  an 
NFL  football  team.  Price:  $192  mil- 
lion, a  sports  franchise  record. 

Isn't  that  a  lot  of  money  for  a  sports 
franchise?  Glazer  shrugs.  "I've 
worked  hard  and  long  ever  since  I  was 
15  years  old,"  he  says.  "It's  time  I  got 
a  little  fun  out  of  life." 

But  folks  who  know  Malcolm  Glaz- 
er figure  he  didn't  really  overpay  for 


paying  for  things.  Some  40  years  ago 
the  now  66-year-old  Glazer  started 
buying  stocks,  relying  on  advice  from 
stockbrokers.  "Everything  the  bro- 
kers recommended  went  down,"  he 
says.  "I  should  have  shorted  every- 
thing they  told  me  to  buy." 

Somewhat  poorer  but  much  wiser, 
Glazer  vowed  never  again  to  trust 
others  to  do  his  research  for  him . 

Today,  thanks  to  his  diligent  pur- 
suit of  assets  and  hidden  values,  his 
privately  owned  First  Allied  Corp., 
headquartered  in  Palm  Beach,  Fla., 
owns  commercial  real  estate  worth 


Malcolm  Glazer  and  sons  Joel  and  Brian  at  a  Tampa  Bay  press  conference 
Did  he  overpay  for  the  Buccaneers? 


his  fun.  Sports  team  appraiser  Paul 
Much,  senior  managing  director  of 
Chicago's  Houlihan  Lokey  Howard 
&  Zukin,  points  out:  "Glazer  proba- 
bly cut  a  deal  with  Tampa  Bay- area 
elected  officials  and  business  leaders. 
They  will  seek  to  get  a  new  stadium 
built  with  public  money  in  the  next 
few  years  to  replace  the  outdated  30- 
year-old  one."  Says  Glazer:  "We're 
working  on  it." 

But  then  Malcolm  Glazer  didn't 
get  to  be  a  centimillionaire  by  over- 


about  $100  million,  a  $160  million 
junk  bond  portfolio  and  major  equity 
stakes  in  three  companies:  Gilbert/ 
Robinson  Restaurants,  Specialty 
Equipment  Cos.  and  Zapata  Corp. 
Forbes  estimates  Glazer's  net  worth 
at  more  than  $300  million. 

People  like  Malcolm  Glazer  don't 
need  M.B.A.s;  they  should  be  giving 
them.  Glazer's  formal  education  was 
cut  short  in  1943,  when  he  was  15. 
His  father  ran  a  little  watch  parts  shop 
in  Rochester,  N.Y.  When  his  father 


died,  Malcolm,  his  eldest  son,  had 
step  in  and  run  the  business. 

There  wasn't  much  of  a  future 
watch  parts,  so  Glazer  tried  sellii 
watches  to  jewelry  stores  in  Roche 
ter.  Glazer  wasn't  getting  far  selling 
couple  watches  here,  a  couple  thei 
but  a  man  who  drove  a  bread  trn 
suggested  that  Glazer  try  to  sell  1 
watches  20  at  a  time,  to  general  stor 
in  smaller  towns.  With  their  hi| 
markups,  cheap  watches  would 
attractive  merchandise  for  the  sho 
keepers.  To  make  his  point,  the  bre; 
man  marched  into  a  store  with  a  bre. 
tray  laden  with  20  of  Glazer's  watc 
es.  Within  a  few  minutes  he  had  scT 
the  entire  tray.  "That  changed  r| 
life,"  Glazer  recalls. 

In  1951  Glazer  won  the  only  coj 
tract  to  operate  a  watch  and  jewel 
concession  at  the  Air  Force  base 
Geneva,  N.Y.  He  figured,  correct! 
that  servicemen  would  spend  a  go<| 
deal  of  their  paychecks  on  watch 
and  jewelry.  He  made  good  money  i 
the  contract  until  the  base  was  clos 
in  1956.  :j  .am 

Glazer,  still  only  26,  was  tiring  \  k!1983 
the  watch  business.  After  droppiij  ude S6( 
some  of  his  savings  at  the  stockbrij  fthe  sta 
kerage  houses,  he  turned  his  handl|  i\bc af 
real  estate.  Borrowing  as  heavily  as  ]  fer  t 
could,  he  bought  rental  houses  l  f/,  g 
poor,  working-class  Rochester  neigj  ^^ 
borhoods,  leveraging  one  proper  gcr to 
against  the  next,  against  the  next .  T  |  m  a  b 
was  the  stuff  of  the  How  to  Make  j  jjjjjj  ] 
million  in  Real  Estate  books,  Hj  orp.,  tel 
Glazer  was  there  before  such  boci  Ito  acq 
were  published  and  everybody  v«  ^j  f 
playing  the  game.  jt0M 

From  rental  houses  Gla:j  archased 
branched  into  tracts  of  commercial  his  time 
zoned  land.  One  tract  he  bought  \|  %  ^ 
also  zoned  for  a  mobile  home  pa 
and  Glazer  decided  to  build  one.  ' 
took  two  years  longer  than  I  exp 
ted,"  he  says,  but  once  opened  it  v 
so  lucrative  that  Glazer  began  acqt 
ing  as  many  trailer  parks  as  he  coi 
find.  He  still  likes  that  business  a| 
today  owns  15  parks.  He  also  star 
buying  nursing  homes  and  now  ov 
five  of  them. 

Not  long  after,  he  turned  to  bro 
casting  properties.  He  decided  r 
work-affiliated  TV  stations  in  sn 
markets  were  attractive  because  cc 
petition  wasn't  intense  and  ba 
were  willing  to  lend  heavily  agai 
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Malcolm  Glazerat 
his  Palm  Beach, 
Fla.  home 
Building  wealth 
by  investing  in 
everything  from 
mobile  home  parks 
to  junk  bonds. 


he  stations1  cash  flow.  Between  1975 

nd  1983  he  bought  four  stations.  He 

'pimade  S60  million  when  he  sold  three 

Hf  the  stations  in  1990.  He  still  owns 

n  \BC  affiliate  in  Laredo,  Tex. 

After  the  stock  market  crashed  in 

987,  Glazer  hired  a  full-time  re- 

[  .arch  securities  staff  of  five  and  was 

jropeager  to  get  into  dealmaking.  Thus 

;r.ll>egan  a  brief  fling  with  greenmailing, 

1 1988.  He  bought  9.9%  of  Formica 

:.c\  bk>rp.,  telling  management  he  want- 

:  rood  to  acquire  it.  When  the  offer  was 

ejected,  he  sold  his  shares  at  a  premi- 

m  to  another  bidder.  In  1989  he 

Giaurchased  6.9%  of  Harley- Davidson. 

nis  time  his  efforts  to  gain  control 

ere  thwarted,  so  Glazer  sold  his 

K  pi  hares  in  the  market  at  a  profit. 

In    1991,    searching   for   distress- 
priced  financial  assets,  Glazer  found 
;::«ink  bonds.  Earlier,  the  Wall  Street 
: xwurnal  and  many  of  the  media  pun- 
re  cotjits  had  mass-labeled  junk  bonds  as 
ic  waste,  but  the  badly  depressed 
Market  was  on  the  verge  of  one  of  the 
reatest  rallies  in  history.  With  the  junk 
liarket  close  to  its  bottom,  Glazer 
revested  heavily  in  the  battered  bonds 
:;:  »f  such  companies  as  Amphenol,  Pa- 
:  -nnida  and  Gilbert/Robinson.  Glazer' s 
..:ounk  bond  portfolio  has  appreciated 
>me  100%,  to  SI 60  million. 
In  one  case  Glazer  used  his  debt 
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holdings  to  acquire  a  controlling 
stake.  Gilbert/Robinson,  for  exam- 
ple. The  Kansas  City,  Mo. -based 
company,  which  owns  Houlihan's 
and  DarryFs  restaurants,  entered 
bankruptcy  just  after  Glazer  bought 
its  debt,  later  turned  into  stock.  In 
1993  he  wound  up  owning  about 


Along  the  way,  Malcolm 
Glazer  has  stepped  on  not 
a  few  toes.  This  is  hardly 
surprising,  since  he  plays 
to  win  with  an  energy 
bordering  on  ruthlessness. 


70%  of  the  $260  million  (sales)  com- 
pany's stock. 

Another  busted  company  caught 
his  eye:  Specialty  Equipment  Co.  of 
Belvedere,  111.  Specially  Equipment,  a 
solid  $325  million  business  selling 
frozen  yogurt  and  ice  cream  equip- 
ment to  fast-food  chains,  had  run  into 
trouble  servicing  its  debt  after  a  lever- 
aged buyout.  Its  reported  earnings 
were  red  ink,  but  its  cash  flow  was 
strongly  positive.  Glazer  paid  $38 
million  for  a  46%  position  in  1993. 


Today  the  stock  is  worth  $80  million. 

In  early  1993  Glazer  acquired  a 
40%  stock  interest  in  Texas-based  Za- 
pata Corp.,  George  Bush's  old  outfit. 
Zapata  owned  an  undervalued  8.2- 
million-share  holding  in  offshore  oil 
service  company  Tidewater.  Glazer 
convinced  the  board  to  gradually  sell 
off  the  Tidewater  stock.  In  1994  he 
became  chairman  of  Zapata  and  put 
two  of  his  own  people  on  the  board. 
Zapata's  marine  food  business  has 
been  sold,  and  its  gas  production 
operations  are  on  the  block.  With 
these  gone,  Glazer  will  reduce  debt 
and  make  acquisitions  for  Zapata. 

Along  the  way,  Malcolm  Glazer  has 
stepped  on  not  a  few  toes.  This  is 
hardly  surprising,  since  he  plays  to  win 
with  an  energy  bordering  on  ruthless- 
ness. For  over  a  decade  he  has  been 
fighting  four  of  his  sisters  over  his 
mother's  $600,000  estate.  His  sisters 
want  more  money  than  the  will  pro- 
vides them.  Glazer,  who  gets  none  of 
the  money,  reportedly  spent  more  on 
legal  fees  in  the  last  decade  than  the 
estate  was  worth,  and  is  proud  of  it. 
"It's  the  principle.  The  courts  have 
basically  upheld  the  will,"  he  crows, 
although  the  case  is  still  dragging  on. 

Wanna  bet  that  Malcolm  Glazer 
won't  come  out  ahead  on  his  sports 
franchise  investment?  ■■ 
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Is  the  auto  boom  slowing? 
Depends  on  whom  you  believe. 

Buying 
opportunity: 


s 


By  Jerry  Flint 

A  recent  Wall  Street  Journal  page 
one  headline  read,  slowing  DOWN: 

EVIDENCE  IS  GROWING  THAT  U.S.  AUTO 
BOOM  IS  COMING  TO  AN  END.  Two 
weeks  later  Windsor  Fund  manager 
John  Neff,  one  of  the  great  stock 
pickers  of  his  generation,  told  the 
New  York  Timesthat  he's  buying  Ford 
Motor  and  Chrysler. 

Who's  right?  We'll  put  our  money 
on  Neff.  So  do  The  Street's  best  auto 
analysts.  Ronald  Glantz,  senior  vice 
president  of  Dean  Witter,  sees  the 
market  approaching  16  million  car 
and  truck  sales  this  year,  up  from  1 5.4 
million  in  1994.  Like  Neff,  he  thinks 
Ford  and  Chrysler  are  the  best  buys. 

Glantz,  who  has  an  excellent  earn- 
ings forecasting  record,  predicts  first- 
quarter  earnings  at  Ford  climbing  to 
$1.50  a  share  from  $1.13,  and  Chrys- 
ler moving  to  $2.70  from  $2.30.  For 
General  Motors,  he  expects  the  larg- 
est  jump:    first-quarter  earnings   of 


$2.50,  up  from  $1.83. 

Rising  interest  rates?  Glantz  says 
factors  like  consumer  confidence, 
used-car  prices  and,  most  important, 
family  formation  and  car  replacement 
needs  are  more  important  factors  than 
interest  rates,  and  all  of  these  are 
favorable. 

PaineWebber's  Stephen  Girsky  and 
Prudential  Securities'  Philip  Fricke 
agree,  predicting  that  the  auto  cycle 
will  remain  strong  for  at  least  two 
more  years. 

David  Healy  of  S.G.  Warburg  & 
Co.  figures  that  vehicle  sales  will 
climb  to  15.7  million  this  year,  with 
higher  big  three  profits.  His  money  is 
on  Chrysler. 

Maryann  Keller,  of  Furman  Selz, 
thinks  automaker  profits  will  rise  15% 
to  20%  this  year,  but  she  tempers  her 
optimism  a  bit:  "Incentives  [price- 
shaving]  will  go  up.  The  Japanese  are 
starting  to  creep  up  from  under  their 


problems.  Incremental  sales  will  b 
less  profitable.  We'll  move  from 
seller's  market  to  a  buyer's  market.'' 

How  many  people  can  afford  th 
typical  new  car  price  of  $20,000-pli 
today?  Enough  to  keep  Detroit  bus; 
Remember  this:  Rising  car  prices  hav 
made  used  cars  more  valuable,  givin 
buyers  better  trade-in  prices.  Many  ( 
those  squeezed  out  of  the  new-c; 
market  by  higher  prices  will  be  eagc 
buyers  for  that  large  number  of  cai 
that  are  now  beginning  to  come  o 
two-year  leases. 

Another  favorable  factor  is  thi 
Carmakers  are  currently  in  a  positio 
to  supply  more  of  the  most  popul; 
models,  models  that  do  not  requii 
price-shaving  to  move.  Two  plants  ai 
now  making  Ford  Explorers  instea 
of  one;  three  shifts  are  building  Jee 
Grand  Cherokees  instead  of  tw< 
Chevy  Suburbans  will  soon  arri\ 
from  Mexico,  as  well  as  from  a  Wi 
consin  plant.  This  could  push  price 
down,  sales  up. 

In  the  era  of  the  60-month  leas^ 
sticker  price  doesn't  make  or  break, 
sale  the  way  it  once  did.  Neither  dj 
interest  rates.  John  Neff  is  probab' 
right:  Auto  sales  will  remain  strong': 
longer  than  most  people  think. 

At  the  moment,  however,  the  mai 
ket  seems  to  agree  with  the  pessimist 
The  stock  prices  of  Detroit's  big  thin, 
carmakers  are  down  an  average  27" 
from  their  highs  a  year  ago.  Respom 
analyst  Girsky:  "You  know  what  thi 
say:  The  market  has  called  15  of  dl 
last  3  recessions." 


Where  the  buys 

are 

Company 

—Earnings  per 

share— 

Estimated 

Dividend 

52-week 

Recent 

1994 

1995e 

1995  P/E 

yield 

high 

low 

price 

Chrysler 

$9.54 

$10.48 

4.4 

3.5% 

61V8 

43'/e 

46% 

Daimler-Benz 

1.20e 

2.43 

20.0 

0.7 

551A 

43V4 

481/2 

Ford  Motor 

5.29 

5.43 

4.8 

4.0 

33V2 

UVa 

261/a 

General  Motors 

6.23 
0.95e 

7.93 
1.42 

5.2 
22.1 

1.9 
0.8 

63% 
37% 

36Vs 

30% 

41% 

31% 

Honda  Motor 

Nissan  Motor 

-0.66e 

0.11 

NM 

0.8 

16% 

14VB 

14% 

Toyota  Motor 

0.77e 

1.31 

28.2 

0.8 

42% 

37 

37 

Volvo 

3.82e 

3.52 

5.7 

0.8 

20V2 

15M) 

20 

e:  Estimate.     NM:  Not  meanir 

lgful. 

Sources:  Value  Line  Database  Servi 

ce  and  IBES,  Inc. 

via  OneSource  Information  Services. 

Domestic  auto  stocks 

are  much  cheaper  than  foreign  ones — 

for  no  good  reason. 
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Here  we  don  't  just  cater  to  your  needs,  we  anticipate  them. 
Ac,  we  re  not  nunc)  readers.  Just  very  good 
listeners.  We  have  systems  in  place  that  allow  as  to  remember 
your  individual  preferences  after  you  ve  stayed  with  us.  So  the 
next  time,  you  won  t 
have  to  ask.  In  fact, 
you  can  count  on 
our  efficient  staff 
to  always  stay  one 


step  ahead.  By  equipping  your  room  with  a  fax  machine.  Or 
adjusting  the  room  temperature  to  your  liking  even  before  you 
arrive.  There's  24-hour  room  service.  Efficient  check-in  and 
check-out.  For  reservations,  call  your  travel  professional  or  The 

Ritz-Carlton  at  800- 
241-3333.  And  discover 
a  business  hotel  that 
offers  you  more  than 
just  a  greeting. 


The  Ritz-Carlton" 

Hotels 


\tlanta  •  Barcelona  •  Boston  •  Buekhead  •  Cleveland  •  Dearborn  •  Double  Bay  •  Hong  Kong  •  Houston  •  Huntington  Hotel  •  Kansas  City  •  Marina  del  Re  j 
Veu   'nil  .Pentagon   Citj' Philadelphia  -Phoenix.  San  Franciico  •  Seoul  '  St.  Louii  •  Sydney  •  Tysoni   Corner  •  Washington,   DC.  •  1995      Singapore 


Skiing  injuries  were  a  honeypot  for  the  trial  lawyers 
until  the  ski  industry  learned  to  fight  back. 

Turning  the  tables 


By  Seth  Lubove 

Late  in  the  morning  on  Mar.  11,1991 
expert  skier  Joanne  Nelson  and  three 
friends  decided  to  ski  an  icy  expert  trail  at 
Sugarbush  ski  resort  in  Vermont.  Nelson 
crashed  into  a  tree,  broke  her  collarbone 
and  fractured  her  skull.  This  being 
America,  she  sued  Sugarbush  for 
"failing  to  properly  maintain  the 
trail." 

But  Nelson  lost.  A  federal  dis- 
trict judge  dismissed  the  case, 
agreeing  with  Sugarbush  that 
Nelson  assumed  the  risk  of 
injuring    herself  when    she 
skied  on  a  trail  that  she  knew 
was  icy. 

Skiing    is    important    to 
Vermont,  a  sparsely  popu- 
lated state  with  little  indus- 
try. Skiing  produces  thou- 
sands of  well-paying  jobs. 
Those  jobs  were  threatened 
by   litigation,    which    had 
caused  premiums  for  liabil- 
ity insurance   to   shoot  up 
from  1%  of  revenues  in  1978 
to  as  much  as  15%  by  1991. 
That  was  the  same  year  the 
Vermont  legislature  passed  a  law 
to  protect  ski  areas  from  frivolous 
lawsuits.  The  law  provided  guidelines 
for  ski  areas  to  adequately  warn  skiers 
of  potential  dangers.  The  judge  who 
threw  out  Nelson's  lawsuit  was  acting 
in  accordance  with  that  law. 

Vermont's  big  troubles  with  litiga- 
tion began  in  1978  with  Sunday  v. 
Stratton  Corp.  James  Sunday  was  par- 
alyzed after  skiing  into  snow-covered 
brush  at  Stratton  Mountain,  Vt.  He 
sued  and  won  $1.5  million.  "Sunday 
literally  opened  the  gates,"  says  David 
Clean',  a  Rutland,  Vt.  lawyer  and 
special  counsel  to  the  National  Ski 
Areas  Association.  Awards  and  claims 
mounted  in  a  sport  where  the  risk  of 
injury  is  always  high.  By  the  late  1970s 
the  number  of  firms  underwriting  the 
industry  had  dwindled  to  two,  Ameri- 
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can  International  Group  (which  owns 
Vermont's  Stowe  ski  resort)  and 
Lloyd's  of  London  syndicates. 

Surging  insurance  premiums 
forced  many  marginal  ski  areas  out  of 
business.  Colorado's  state  legislature 
took  the  lead  with  a  1979  law  that 
defined  the  responsibilities  of  both 
skiers  and  ski  areas.  Ski  area  operators, 
for  instance,  were  required  to  post 
explicit  warning  signs  on  difficult 
trails,  while  skiers  were  responsible  for 
skiing  in  control. 

But  that  didn't  stop  the  trial  law- 
yers. In  1989  Les  Peer,  an  expert  skier 
and  professional  ski  representative, 
was  paralyzed  after  hitting  a  snow- 
covered  summer  work  road  on  a  slope 
on  Aspen  Mountain.  A  jury  socked 


Aspen  Skiing  Co.  for  $5  millioi 

which   grew  to  more  tha 

$10  million  with  interest. 

In  1990  Colorado's  leg 

islators  drafted  a  tougher  la- 

that  spelled  out  in  detail  tf 

"inherent  dangers  and  risks 

of  skiing,  and  capped  dan 

ages  at  $1  million.  Pullin 

out  all  the  stops  to  bloc 

the  legislation,  plaintiff 

attorneys   rolled   a   parapleg 

woman  injured  in  a  skiing  ace 

dent  into  the  hearings.  The  la 

passed  anyhow. 

The  law  is  working.  Accordin 
to  Peter  Rietz,  whose  Denver  la 
firm  White  &  Steele  defends  se1 
eral    ski    resorts,    negligent 
lawsuits    against    Colorad 
ski  resorts  have  fallen  tt 
some  50%  since  1990. 
Following      Colorado 
lead,  27  states  have  passe 
similar    laws    protecting    s 
areas  from  unreasonable  lawsuit 
Some  insurance  firms,  such  as  Cont 
nental  Insurance  Co.,  are  now  unde 
writing  the  industry. 

The  ski  resorts  have  fought  back 
other  ways  against  predatory  lawsuit 
They've  turned  their  ski  patrolers  ini 
mountainside  detectives  who  no 
take  copious  notes  on  injuries  ar 
accidents.  "That's  a  big  change  that 
affected  our  defensibility  of  the. 
cases,"  says  defense  lawyer  Rietz. 

Trial  magazine,  a  mouthpiece  fi 
the  Association  of  Trial  Lawyers  i  J 
America,  is  alarmed.  It  recently  r 
ported  that  only  23%  of  skiing  ace 
dent  cases  that  went  to  verdict  resul 
ed  in  the  plaintiffs  favor,  compan 
with  55%  for  all  sports  liability  cast 
Still,  you  can't  keep  a  good  trial  la\ 
yer  down.  Rietz  says  he  recently  r 
ceived  a  new  book  written  by  a  plai 
tiffs  attorney.  Its  topic:  how  to  si 
Austrian  ski  resorts.  I 

Forbes  ■  March  13,  19« 
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AND  THE  SWEDISH  ENGINEERS  START 


TALK  ABOUT  THE  JOY  OF  DRIVING. 
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9E0  FROM  VOLVO 
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tie 


Granted  ltd  afantajy.  But  entertain  for 


would  bring  to  the  table.  From  the  Ger 


plead ure  and  comfort.  From  the  Volvo  engineers  would  come 


durability. 


wad  born. 


It  id  from  thid  merging  of  concepts 

Controls  for  the  power  windows  and  power  adjustable  m<I<- 
view  mirrors  have  been  thoughtfull)  nestled  close  at  hand. 

A  twenty-four  valve  engine  deliver 


low-end  torque.  A  new  dudpendion  grabd  the  road  in  a  tenacioud 


A  cabin  gracefully  appointed  with  a  dunroof 
array  of  power  featured  welcomed  you.  And  a 

The  seat*  are  eleganth  faced  wild  |>lu>li  leather. 

dteel  dafety  cage,  derve  to  help  protect  and  comfort.  THE  NEW  9E0 
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anti-thefl  coding 
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a  mom      t  what  each  party 


lermans  would  come  a  hi  ngerfor  true  driving 


ne  an  appetite  for  innovations  in  safety  and 


pts  that  the  new  Volvo  960 


vers  on- ramp  consuming 

8-way  power  adjustable  driver's  and  front  passenger's 
scat-  allow  you  to  find  the  perfect  seating  position. 

is  grip.  A  sleek  new  body  cuts  through  the  wind. 


leather- faced  seats  and  an 

W  ho  says  you  can't  lake  ii  with  you?  The  trunk 
oilers  a  generous  16.6  cubic  feet  oi  cargo  space. 

a  host  of  safety  innovations ,  including  a 


EO  FROM  VOLVO.  Were  ready  to  take  your  order. 


\  n.  u  full)  independent  suspension 
system  is  just  one  oi  the  reasons  uh\  you 
have  to  drive  ih<-  new  960  to  appreciate  it. 
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It's  boom  time  in  the  personal  computer  business,  as  billions  of 
dollars'  worth  of  powerful  multimedia  machines  go  into  the  mass  market. 
Do  John  and  Jane  Public  really  require  all  that  technology? 


[My  PC  won't  work! 


|By  David  C.  Churbuck 

David  Siegel,  a  Boca  Raton, 
Fla.  stockbroker,  bought 
Gateway's  486DX  personal 
computer  last  May.  Right  out 
of  the  box,  the  machine  had 
problems.    It    wouldn't    run 

indows.   It  locked  up  and        ' 
told  Siegel,  "Press  Fl  to  con-      /-: 
tinue" — but  pressing  the  but-      r 
ton  did  nothing. 

It    was    as    if   Siegel    had 
bought  a  new  Chevrolet  with 
n  engine  that  wouldn't  turn 
ver.  He  was  hopping  mad.     \-i 
Like  all  mail-order  computer 
sellers  these  days,  Gateway  has 
n  800  number  for  customers 
vith  problems.  Siegel  says  he 
pent  hours  on  the  phone  try-  ^-< 

ing  to  describe  his  problem  to 
atcway's  technicians.  He  got 
nowhere. 
Then  he  tried  to  call  Gateway  President  Theodore 
aitt,  getting  as  far  as  Waitt's  secretary.  Two  days  later  a 
erviceman  pulled  up  at  the  Siegel  residence  to  install  a  new 
otherboard.  But  the  new  board  didn't  work,  either. 
The  serviceman  packed  up  his  screwdriver  and  prepared 
o  leave.  "I  stood  in  front  of  the  door  with  my  portable 
hone  and  wouldn't  let  him  go,"  says  Siegel.  "I  called 
Gateway,  told  them  it  was  an  emergency.  I  told  them  to 
come  get  my  computer,  that  I  didn't  want  it  anymore.  So 
they  sent  me  a  new  one." 

Forbes  ■  March  13,  1995 


End  of  problem?  Not  yet.  "I  had  to  load  all  the  software. 
Me!  A  novice!"  Siegel  gripes. 

Siegel  is  finally  pleased  with  his  machine,  but  Gateway  is 
losing  money  on  him  already.  David  Siegel  represents  the 
flip  side  of  the  personal  computer  boom.  By  the  numbers, 
Gateway  2000  is  going  gangbusters,  sales  up  56%  to  $2.7 
billion  last  year.  But  as  the  sales  mount  for  Gateway  and  its 
competitors,  so  do  the  number  of  potential  David  Siegels. 

Gateway  has  plenty  of  company  in  having  to  deal  with 
frustrated,  sometimes  irate,  customers.  Packard  Bell,  the 
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Driver  and  passenger  side  supplemental  restraint  system 
(air  bag  and  knee  holster) 

Four-wheel  power-assisted  dise  brakes  with 
anti-loek  hraking  system  (ABS) 

Side  Impact  Protection  System  (SIPS) 

Daytime  Running  Lights 

Electronic  Climate  Control  (CFC-free) 

8-way  power  adjnstahle  driver's  and  front  passenger  seats 
with  3-position  memory  on  driver's  seat 

Leather-faced  seats  and  leather-wrapped  steering  wheel 

100-watt  "Premium  Sound'"  cassette  stereo  with  CD  capahility 

Power  slide/tilt  glass  sunroof 


For  more  information 

and  a  free  video, 
call  1-800-960-9988. 


_  — 
g  % 


i   .L 


Drive  safely. 


2.9  liter,  6-cylinder,  light  alloy,  24-valve  engine 

Electronically  controlled  4-speed  automatic  transmission 
with  selectable  shift  modes  (Economy/Sport/Winter) 

Automatic  Locking  Differential 

MacPherson  strut  independent  front  suspension 

Multilink  independent  rear  suspension 

Power-assisted  rack  and  pinion  steering 

Alloy  wheels  and  all-season  radial  tires 

Four-year/50, 000-mile  new  vehicle  warranty* 

24-hour  ()n-Call  roadside  assistance** 


VOLVO 
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It's  boom  time  in  the  personal  computer  business,  as  billions  of 
dollars'  worth  of  powerful  multimedia  machines  go  into  the  mass  market. 
Do  John  and  Jane  Public  really  require  all  that  technology? 


My  PC  won't  work! 


By  David  C.  Churbuck 

David  Siegel,  a  Boca  Raton, 
Fla.      stockbroker,      bought 
Gateway's    486DX    personal 
romputer  last  May.  Right  out 
}f  the  box,  the  machine  had 
problems.    It    wouldn't    run 
Windows.  It  locked  up  and       £ 
:old  Siegel,  "Press  Fl  to  con-       j ' 
anue" — but  pressing  the  but-      g* 
on  did  nothing. 

It  was  as  if  Siegel  had 
nought  a  new  Chevrolet  with 
ui  engine  that  wouldn't  turn 
aver.  He  was  hopping  mad.  >-4 
Like  all  mail-order  computer 
sellers  these  days,  Gateway  has 
in  800  number  for  customers 

Ivith  problems.  Siegel  says  he 
spent  hours  on  the  phone  try-  ->* 

ng  to  describe  his  problem  to 
Gateway's  technicians.  He  got 
lowhere. 
Then  he  tried  to  call  Gateway  President  Theodore 
rVaitt,  getting  as  far  as  VVaitt's  secretary.  Two  days  later  a 
serviceman  pulled  up  at  the  Siegel  residence  to  install  a  new 
notherboard.  But  the  new  board  didn't  work,  either. 

The  serviceman  packed  up  his  screwdriver  and  prepared 
o  leave.  "I  stood  in  front  of  the  door  with  my  portable 
'hone  and  wouldn't  let  him  go,"  says  Siegel.  "I  called 
3ateway,  told  them  it  was  an  emergency.  I  told  them  to 
:ome  get  my  computer,  that  I  didn't  want  it  anymore.  So 
hey  sent  me  a  new  one." 

Kibes  ■  March  13,  1995 


End  of  problem?  Not  yet.  "I  had  to  load  all  the  software. 
Me!  A  novice!"  Siegel  gripes. 

Siegel  is  finally  pleased  with  his  machine,  but  Gateway  is 
losing  money  on  him  already.  David  Siegel  represents  the 
flip  side  of  the  personal  computer  boom.  By  the  numbers, 
Gateway  2000  is  going  gangbusters,  sales  up  56%  to  $2.7 
billion  last  year.  But  as  the  sales  mount  for  Gateway  and  its 
competitors,  so  do  the  number  of  potential  David  Siegels. 

Gateway  has  plenty  of  company  in  having  to  deal  with 
frustrated,  sometimes  irate,  customers.  Packard  Bell,  the 
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Help! 


leading  seller  of  pes  through  retail  stores,  had  800  people 
on  its  technical  support  staff  in  Magna,  Utah  in  December. 
That  wasn't  enough,  so  it  has  added  another  200.  Dell 
Computer  has  500  people  in  customer  support  in  Austin, 
Tex.,  fielding  4,000  to  16,000  calls  a  day,  365  days  a  year. 
Microsoft  averaged  25,000  calls  a  day  in  December. 

All  these  callers  are  putting  the  computer  industry  in  a 
terrible  bind.  If  the  advice  is  too  freely  dispensed,  custom- 
ers want  too  much  of  it.  There  just  isn't  enough  profit  in  a 
commodity  PC — or  in  a  S29.95  CD-ROM — to  pay  for  all  the 
hand-holding  that  customers  need. 

The  customer  relations  problem  is  going  to  get  worse 
before  it  gets  better.  Gateway  sold  1 
million  computers  last  year  and  fig- 
ures that  the  average  buyer  will  call  in 
three  times  pleading  for  help.  Many  of 
the  calls  relate  to  problems  that  are 
the  fault  of  the  user  or  of  some  other 
vendor,  such  as  a  software  supplier. 
But  the  customer  blames  the  compa- 
ny whose  name  is  on  the  box.  The 
customer  wants  immediate  satisfac- 
tion and  gets  angry  when  he  doesn't 
get  it. 

Often  he  doesn't.  A  call  to  the 
vendor  can  be  such  a  miserable  experience  that  users  will 
turn  to  friends  for  help  before  they  even  try  the  800 
number.  They  get  busy  signals,  call-processing  systems 
and  recorded  messages  that  steer  them  to  written  trouble- 
shooting guides  that  will  be  mailed  or  faxed  back  to  them. 

Do  we  exaggerate?  Go  into  any  on-line  users'  forum  and 
listen.  The  natives  are  restless.  Few  vendors  are  spared. 

"Someone  needs  to  walk  into  Mr.  Dell's  office,  stop  him 
from  playing  in  all  his  money,  and  hand  him  a  phone," 
complains  one  customer  in  an  America  Online  chat  group. 
Other  PC  users  chime  in: 

"The  horror!  When  someone  says  Compaq,  my  right 
eye  twitches." 

"I've  been  trying  to  get  through  to  Acer  tech  support 
for  two  weeks  now.  On  the  27th,  I  was  left  on  hold  for  over 
an  hour  and  a  half  before  I  was  disconnected." 

"Hello!  Is  there  anyone  at  Broderbund?  Are  you  going 
to  do  anything  about  my  problem?" 


"Hello! 

Is  anyone  there? 
Are  you  going 
to  do  anything 
about  my  problem.5" 


"I  have  spent  over  30  hours  of  my  valuable  time  on  this 
migraine-causing  excuse  for  entertainment  and  still  can- 
not play  it,"  gripes  a  recent  buyer  of  Sierra  On-Line's  new 
King's  Quest  VII  CD  game.  "I  honestly  hope  that  it 
snowballs  into  a  major  loss  for  you  consumer-rapists." 

Are  the  unhappy  customers  who  take  the  time  to  mouth 
off  in  an  on-line  discussion  group  just  a  troublemaking 
minority?  Maybe,  but  look  what  a  few  unhappy  customers 
did  to  Intel.  They  used  the  Internet  to  shame  the  company 
into  correcting  an  obscure  bug  in  the  Pentium  chip — at  a 
cost  of  $475  million. 

The  Pentium  bug,  moreover,  was  so  mild  that  scarcely 
any  user  knew  he  had  it  until  he  was 
told.  The  problems  faced  by  most 
novice  PC  buyers  are  far  more  elemen- 
tal. A  printer  refuses  to  print  your 
spreadsheet,  your  sound  card  is  silent, 
your  screen  goes  blank. 

It's  this  simple:  Taking  delivery  of  a 
computer  isn't  yet  as  easy  as  taking 
delivery  of  a  new  car.  The  new  car  may 
have  unexplained  rattles,  but  at  least  it 
goes — not  always  so  with  personal 
computers. 

Customer  support  at  a  computer 
company  is  not  a  good  job  for  someone  with  a  low  boiling 
point.  Says  Mikael  Blaisdell,  an  Alameda,  Calif,  customer 
support  consultant:  "Some  groups  have  installed  punch- 
ing bags  so  their  techs  can  go  smack  the  hell  out  of  it." 

The  job  hazard  is  "screamers."  A  screamer  is  the 
customer  who  spent  ten  days  getting  only  recordings  and 
call-processing  machines  and  who,  on  finally  reaching  a 
live  human  being,  explodes  with  frustration. 

Stephen  Smith,  director  of  technical  support  and  cus- 
tomer service  at  Dell,  sympathizes  with  the  screamers. 
"You  get  a  few  hundred  every  day,"  he  says.  "These 
people  are  shattered.  One  call  came  from  a  good  old  boy 
outside  of  town,  here  in  Austin.  He  was  running  a  propane 
business.  His  grandson  convinced  him  to  get  a  computer 
to  run  the  business  on.  The  guy  got  a  program  that  helped 
him   schedule   deliveries   and   handle   the   billing.   One 
morning  he  comes  in  and  the  computer  is  dead.  Kaput. 
"The  weather   had   turned   cold   and   his   customers 
needed  propane.  He  couldn't 
figure  it  out.  The  technology 
had     failed     him.     He     was 
ballistic." 

A  Dell  technician  soothed 
the  propane  dealer  enough  to 
get  him  to  answer  some  ques- 
tions. Diagnosis:  a  lightning 
surge.  Result:  one  customer 
satisfied  that  it  wasn't  Dell's 
fault.  But  it  took  a  lot  of  pa- 
tience and  hand-holding. 

Here's  what's  worrisome: 
Even  when  the  computer 
works  well  at  first,  problems 
can  develop  down  the  line. 
Long  after  it  is  delivered  and 
the  profit  booked,  a  PC  can 
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Crash  protection 

Thk  hirst  law  of  personal  comput- 
ing: Sooner  or  later,  all  systems 
will  crash. 

But  you  can  do  things  to  post- 
pone the  inevitable  and/or  make  the 
crash  less  devastating  when  it  oc- 
curs. We  compiled  this  checklist  with 
the  help  of  Sigmund  Fidyke  III,  vice 
esident  of  development  at  Touch- 
one  Software  Corp.,  which  makes 
e  WinChecklt  utility  program  for 
indows. 

1.  Don't  turn  off  your  computer 
while  Windows  is  running.  Exit  Win- 
dows first. 

2 .  Always  save  an  open  file  before 
printing  it. 

3.  Make  a  rescue  disk  that  you 
can  use  to  get  the  computer  running 
again  if  your  hard  disk  crashes. 
You  can  create  a  rescue  disk  yourself 
by  formatting  a  blank  diskette  for 
DOS  (with  the  Format  A:  /S  com- 
mand )  and  copying  key  system  files 
from  your  hard  disk  onto  the  diskette: 
CONFIG  .SYS,  AUTOEXEC.BAT,  WIN. INI 

and  system  ini. 

Too  confusing?  Get  a  utility  pro- 
gram that  will  do  all  this  for  you. 

4.  If  the  computer  is  fouled  up 
after  you  have  installed  new  software, 
it  is  probably  because  the  software 
has  monkeyed  with  your  system  files. 
Erase  the  offending  software.  Re- 
store the  earlier  versions  of  the 
system  files  by  copying  them  from 
your  rescue  disk  back  onto  your 
hard  disk. 


5.  Back  up  important  data  files 
onto  diskettes. 

If  you  use  the  computer  a  lot,  get 
a  serious  backup  system.  Buy  a  tape 
drive  that  handles  at  least  250 
megabytes.  Use  it  to  back  up  the  en- 
tire hard  disk  periodically,  and,  in 
the  meantime,  to  back  up  all  recently 
altered  files. 

6.  Run  SCANDISK  or  chkdsk  regu- 
larly to  check  the  health  of  your  hard 


disk.  These  programs  come  with 
DOS  (older  versions  may  not  have 
SCANDISK).  Fancier  versions  of  the 
same  things  are  available  in  utility 
program  packages. 

7.  Use  a  surge  protector  or  bat- 
tery backup. 

8.  Order  your  next  computer 
with  a  bigger  hard  drive,  more  RAM, 
a  faster  CD-ROM  drive  and  a  better 
fax  modem  than  you  think  you  will 
need.  That  way  vou  won't  be 


tempted  to  add  hardware  later. 

9.  If  you  forgot  to  follow  step  8, 
don't  add  any  hardware  to  your  com- 
puter unless  you  know  which  inter- 
rupts (iRQs)  are  in  use.  Find  that  out 
through  a  utility  program  such  as 
WinChecklt. 

10.  Don't  buy  a  DOS  game  (such 
as  Microsoft's  Flight  Simulator  or 
Epic  Pinball)  unless  you  have  a 
good  memory  manager  and  a  lot  of 
time  on  your  hands  to  tinker  with 
the  system. 

1 1 .  Before  you  buy  a  mail-order 
computer,  try  calling  the  technical 
support  line  to  see  how  long  it  takes 

to  get  through. 

12.  When  you  buy  a  mail-order 
computer,  remember  the  name  of 
the  salesman  you  talked  to. 

13.  When  calling  technical  sup- 
port, take  the  call-back  option  if  it  is 
offered  to  you. 

14.  If  you  can't  get  through, 
call  the  salesman. 

15.  While  you  are  waiting  to 
hear  from  the  tech  support  person 
that  the  salesman  promised,  post  a 
query  about  your  problem  in  an  on- 
line forum  devoted  to  the  product 
that  is  giving  you  grief. 

16.  While  you're  at  it,  take  anoth- 
er look  at  your  computer.  Is  there  a 
loose  or  misconnected  cable?  A 
phone  jack  installed  in  the  wrong 
socket?  A  chance  that  your  4-year- 
old  turned  down  the  brightness  con- 
trol on  your  monitor? 

-D.C.C.  and  Steve  Kjchen     H 


cost  the  vendor  money.  Robert  Johnson,  an  authority  on 
software  support  at  Dataquest,  the  market  research  firm, 

ys  a  tidal  wave  of  customer  complaining  is  beginning  to 
xiild.  "The  problem  will  get  worse  over  the  next  few 
months  as  users  start  trving  to  do  new  things  with  their 
computers,  like  install  new  software  or  upgrade  the  hard- 
ware," says  Johnson. 

Multimedia,  a  prime  reason  for  the  recent  boom  in 
:omputcr  sales,  is  a  particular  trouble  spot.  Sound  cards, 
CD  rom  drives  and  souped-up  video  are  temperamental 

d  prone  to  conflicts  with  other  hardware  elements  and 
with  the  software. 

Johnson's  research  shows  that  a  consumer  calling  a 
typical  software  support  line  at  midday  has  an  85%  chance 
3f  hitting  a  busy  signal — that  is,  only  one  call  in  seven  goes 
through.  "The  companies  we  survey  say  they  have  a  95% 
all-closing  rate,  but  what  they  don't  tell  you  is  four  out  of 
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five  callers  never  get  through  in  the  first  place." 

In  the  past  year,  calls  to  third-party  support  lines  have 
doubled,  to  100,000  a  month,  estimates  Johnson.  Dell's 
Stephen  Smith  says  his  call  volumes  are  up  sharply  in 
response  to  the  industry's  strong  Christmas  season. 

Put  it  this  way:  Technology  is  on  a  collision  course  with 
marketing.  The  PC  market  demands  faster  chips,  bigger 
screens,  more  memory  and  fancier  software.  But  these 
gadgets  have  far  outstripped  the  technical  competence  of 
the  typical  user. 

Computer  technology  is  a  victim  of  its  own  successes. 
(Gordon)  Moore's  Law  says  that  semiconductors  double 
in  complexity  even'  18  months.  But  semiconductor  prices 
are  almost  constant.  Over  20  years,  that  means  a  given  level 
of  computing  is  10,000-fold  cheaper.  Cheaper — and  far 
more  vulnerable  to  bugs  and  gremlins. 

Imagine  a  world  in  which  a  Boeing  737-500  has  come 
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down  in  price  from  $35  million  to  $3,500.  You  can  get 
one  at  any  Wal-Mart  and  take  it  home.  But  it's  no  less 
complicated  to  fly,  no  less  complicated  to  maintain.  If 
something  goes  wrong,  there  are  no  mechanics  standing 
by  to  help  you.  You  are  expected  to  fix  the  problem 
yourself,  after  calling  tech  support. 

That's  just  about  what  has  happened  in  the  computer 
industry.  You  come  home  with  a  166-million-instruction- 
per-second  monster,  controlled  by  an 
operating  system  with  3  million  lines 
of  code,  and  if  something  doesn't 
work  you  are  expected  to  fix  it 
yourself. 

A  generation  ago  that  kind  of  com- 
puter power  would  have  resided  in  a 
multimillion-dollar  mainframe,  sold 
by  IBM  with  a  markup  that  amply 
covered  the  costs  of  an  army  of  techni- 
cians who  made  house  calls.  Don't  try 
to  get  your  discount  mail-order  vendor  to  make  a 
house  call. 

The  irony  of  the  PC  business  today  is  that  the  more 
powerful  and  sophisticated  the  technology  gets,  the  more 
likely  it  is  to  be  in  the  hands  of  a  novice.  The  original 
Apples  went  to  nerds,  the  early  IBM  PCs  to  corporate 
buyers.  Contrast:  In  the  last  quarter  of  1994,  more  PCs 
based  on  Intel's  top-of-the-line  Pentium  microprocessor 
were  bought  by  consumers  than  were  bought  by  business- 
es, says  Seymour  Merrin,  president  of  Merrin  Information 
Sen  ices  in  Palo  Alto,  Calif. 

Early  automobiles  were  similarly  complicated,  but  at  the 
turn  of  the  century  most  drivers  either  were  mechanical  or 
hired  people  who  were.  Before  the  automobile  could 
become  a  mass  phenomenon,  a  whole  vast  network  of 
garages,  mechanics  and  service  facilities  had  to  be  created. 
For  personal  computers  that  network  is  just  coming  into 


being.  Vendor-independent 
service  companies,  such  as 
Software  Support  Inc.  of 
Heathrow,  Fla.,  sell  service  via 
prepaid  and  pay-as-you-go 
plans. 

Meanwhile,  you  go  to  your 
manual.  If  your  ProComm 
Plus  modem  software  doesn't 
work,  the  ProComm  manual 
solemnly  instructs,  merely  dial 
into  CompuServe  and  go  to 
the  Procomm  online  support  &M: 
group.  Argh! 

One   artist  we   know   was 
stumped  to  find  an  error  mes- 
sage every  time  he  tried  to 
open  an  Adobe  Illustrator  file 
on  his  Macintosh.  The  prob- 
lem occurs  out  of  the  blue  and 
is  well  known  in  the  graphics 
art  world  as  a  bug  in  Adobe's 
program.  The  artist  called  in 
an   expert  versed   in   Macin 
toshes.      The      expert      was 
stumped.  She  called  Adobe,  where  a  technician  toid  her  tc 
go  through  the  file  looking  for  the  character  sequence 
'%%CMYKCustomColor'  and  type  in  a  correction.  "Now 
why  didn't  /think  of  that?"  muses  the  Mac  owner,  who 
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spent  ten  hours  of  his  own  on  the  problem  and  probabh  Ncc, 
burned  up  $100  worth  of  the  expert's  time. 

The  great  virtue  of  the  IBM  design,  now  used  in  85%  ol|l 
all  personal  computers,  is  that  it  accommodates  competi- 
tive suppliers  for  each  part  or  piece  o .1  tard 
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software.  A  manufacturer  may  be  little^ 
more  than  a  screwdriver  assembler  o 
other  people's  components.  That  vir 
tue  is  also  the  Achilles'  heel  of  PCs. 

What  if  your  computer  comes  front  Ht. 

Dell,  your  fax  modem  from  U.S.  Ro 

botics,  your  printer  from  Hewlett 

Packard,   your  cdrom   drive   froir 

NEC,  your  operating  system  from  Mi 

crosoft,  your  memory  manager  fron 

Quarterdeck  Office  Systems,  your  word  processor  fron 

Novell  and  your  spreadsheet  from  Lotus  Development? 

When  something  goes  haywire,  any  one  of  these  eigh 

suppliers  can  point  a  finger  at  the  other  seven.  If  yoi 

bought  the  machine  from  a  friendly  retail  store — with  al 

these  parts  and  programs  preinstalled — you  might  succeec 

in  taking  it  back.  But  in  the  far  more  likely  event  that  yoi 

added  at  least  some  features  after  opening  the  box,  yoi 

can't  fix  the  blame.  You  simply  start  calling  all  of  th 

suppliers,  hoping  you  can  identity  the  one  at  fault. 

We  know  one  user  who  discovered  that  his  favorit 
multimedia  titles  were  running  slower  and  slower,  creatin; 
infuriating  pauses  between  bars  of  music.  A  friend,  exper 
in  computers,  tried  to  help:  "Delete  all  the  temp  files  ii 
your  DOS  subdirectory  and  run  the  Microsoft  scandis  i 
utility  to  clean  up  cross-allocated  files  and  lost  chains  o 
your  hard  disk,"  the  expert  said.  Whatever  those  were. 
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Wk  DECIDED  to  play  Good  Samari- 
tan for  a  week.  We  went  looking  for 
desperate  computer  users  who 
couldn't  get  their  machines  to  run, 
and  solved  their  problems. 

Most  of  the  answers  came  from 
rij technical  support  centers.  Our  experi- 
ence: By  and  large,  these  experts 
know  their  stuff;  it's  just  getting 
through  that  will  try  your  patience. 


My  five-year-old  computer  is  dead.  I 
turn  it  on  and  nothing  appears  on  the 
to  screen.  I've  checked  the  power  cord. 
rile  Open  the  machine  and  disconnect 
)rot>  the  clock  batten-.  Go  to  Radio  Shack 
and  and  buy  another  one  ( SI  1 ). 
hia 

obe's  /  bought  a  Compaq  Presario  520  for 
ed  ir  the  family  for  Christmas.  It  came  with 

a  Compaq  "front  end"  called  Tab- 
n  Works  that  hides  Windows  and  makes 
M  the  Presario  easy  for  kids.  Too  easy. 
km  One  day  a  friend  of  my  daughter's  was 
Nofl  trying  to  save  a  drawing,  something 
.  \ri(  went  wrong  and  TabWorks  went  poof. 
tbabh  We  called  Compaq  and  spent  1 6 

minutes  holding  and  pressing  choices 
o  o  an  phone  menus.  Then  we  were 
::;n  connected  to  a  technician  who 
eceo  heard  only  a  few  words  before  in- 
:   Irerrupting  with,  "I'll  bet  this  is  a 
-V'Jdefault.twf  problem." 


He  was  right.  The  daughter's 
xiend  accidentally  corrupted 

-jihis  file,  which  controls  each 
aser's  custom  desktop.  Solu- 
tion: Erase  the  corrupted  file. 

4Locate  the  backup  copy,  called 
zjefault.bak,  in  the  TabWorks 
subdirectory.  Make  a  copy  of  the 

-  backup,  calling  it  default.twf,  and 
eave  it  in  the  TabWorks  subdirectory. 

In  the  future,  be  careful  to  exit 
TabWorks  and  Windows  before  turn- 
ng  the  computer  off. 


o  I  wanted  to  import  a  spreadsheet 
crom  Lotus  1-2-3  for  Windows  into  an 

r  Ami  Pro  3.0  word  processor  docu- 
ment. I  got  a  "general  protection 
"ault. "  What's  the  matter  with  these 
people  ?  Lotus  and  A  mi  are  made  by  the 
ame  company! 

n  the  good  old  days-,  you  could 
tore  a  .wki  spreadsheet  from  1-2-3 
'ersion  2.3  and  then  painlessly 
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merge  it  into  an  Ami  Pro  document. 
Trouble  is,  your  new  version  of  1-2- 
3  for  Windows  stores  spreadsheets  in 
the  .WK4  format.  Your  version  of 
Ami  Pro  came  out  before  .WK4  was 
invented. 

Lotus  Development  Corp.  offers 
this  solution:  Go  to  a  software  retailer 
and  pay  S20  for  the  Ami  Pro  3.1 
upgrade. 

If  you  don't  like  that  idea,  try  this: 
Use  an  option  in  your  new  1-2-3  pro- 
gram to  save  files  under  the  former 
.wki  format. 

Lotus  also  offers,  at  no  charge,  a 
more  complicated  end  run  of  the 
problem.  To  get  it,  call  Lotus  at 
508-998-2500  and  request  docu- 
ment #9361010. 

I  have  a  Hewlett-Packard  486  pc  at 
a  school  where  I  help  out  with  computer 


stuff.  A  pack  of  eighth-graders  decid- 
ed to  change  the  video  driver  under 
Windows  Setup.  They  switched  from 
the  generic  vga  driver  supplied  with 
Windows  to  a  1024x768  Super  vga 
driver  with  256  colors.  When  they  re- 
booted, the  computer  went  nuts.  I 
can't  get  it  to  respond  to  anything. 
Did  you  make  a  rescue  disk  before 
this  happened?  (See  box,  p.  103,  item 
3.)  Thank  goodness! 

Reboot  the  computer  from  your 
rescue  disk.  You're  now  in  DOS,  the 
operating  system  underlying  Win- 
dows. Go  into  the  Windows  directory 


on  your  hard  drive  and  type  SETUP. 
Press  enter.  Then  use  arrows  to  se- 
lect a  "vga"  display. 

/  use  Phoenix  Technologies  Eclipse 
Fax  6. 0b.  Whenever  I  add  a  new  recipi- 
ent to  my  fax  phone  directory,  on  the 
first  attempt  to  send  a  fax  the  program 
drops  the  "1 "  before  the  area  code 
and  I  have  to  abort. 
Go  into  the  dialer  setup.  Check  the 
"Automatic  Area  Codes  Enabled" 
box,  check  the  "Enable  Carrier 
Dialing"  box,  make  sure  the  local  pre- 
fix is  blank  and  place  a  "1"  in  the 
"Long  Distance  Prefix"  box.  Also, 
don't  fail  to  enter  your  own  area 
code  in  the  box  for  that  purpose. 

I  wanted  to  soup  up  the  video  card  in 
my  486/33  pc.  I  ordered  theATi  Graph- 
ics Expression  2-megabyte  dram  vlb 
card  from  a  mail-order  outlet. 

The  ATI  card  was  nothing  but 
trouble.  My  computer  kept  lock- 
ing up  and  freaking  out.  An 
ati  technical  rep  had  me 
strip  out  all  non-neces- 
sary cards  out  of  the  pc — 
e.g.,  sound  card,  cd-rom 
card — and  run  a  stripped 
startup  configuration.  The 
card  still  locked  up  the  computer 
so  the  technical  rep  suggested 
that  there  was  probably  something 
wrong  with  the  card. 
I  went  back  to  the  mail-order 
house.  They  persuaded  me  to  try  another 
brand  of  video  card,  the  Number 
Nine  Computer  Corp.  's  #9GXE64. 

The  new  card  didn't  bomb  out  my 
computer,  but  I  couldn't  get  its  video 
drivers  for  my  monitor  to  run  proper- 
ly in  Windows.  I  went  to  a  bulletin 
board  maintained  by  this  manufac- 
turer and  downloaded  updated  driv- 
ers. The  card  still  didn't  work  right. 

Then  I  called  Number  Nine's  tech- 
nical support.  What  a  joke!  I  listened  to 
piped-in  Beatles  music  for  a  half 
hour.  Finally  I  was  connected  to  some- 
one who  offered  to  put  disks  contain- 
ing updated  video  drivers  in  the  mail. 
They  never  came. 
Don't  upgrade  your  computer. 
Buv  a  new  one. 

-D.C.C.  H 
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No  good.  Two  hours  wasted. 

The  victim  turned  to  another  expert  acquaintance,  who 
runs  a  corporate  PC  department.  "Print  out  copies  of  your 
CONFIG.SYS  and  AUTOEXEC.BAT  files  and  let  me  study 
them,'"  this  fellow  said.  Another  dead  end. 

Cursing  the  manufacturer,  the  customer  finally  got 
through  to  a  human  being  in  technical  support.  She 
listened  patiently,  eventually  eliciting  the  fact  that  a  3- 
year-old  lived  in  the  household.  Her  diagnosis  was  right 
on  the  money:  smudges  on  the  ens. 

Every  box  sold  today  contains  the  potential  for  dozens 
of  such  hiccups,  many  of  which  will  occur  long  after  the 
machine  has  been  sold.  These  are  unbooked  liabilities  for 
the  vendors.  Each  call  costs  the  company  $25  to  $50, 
according  to  tech  support  expert  Blaisdell.  A  complaint 
mishandled  is  a  future  sale  lost. 

The  computer  makers  know  this. 
They  are  trying  to  cope.  Microsoft's 
new  Bob  application  guides  novices 
through  the  system  with  animated 
characters.  Nice,  but  Bob  doesn't 
know  that  you  need  to  build  a  boot 
disk  to  get  the  helicopter  simulator, 
Comanche  CD,  to  play.  It  especially 
doesn't  know  about  searching  Adobe 
files  for  %%  character  sequences. 

The  next  version  of  Windows,  promised  for  shipment 
sometime  this  year,  will  feature  a  technology  known  as 
"plug  and  play."  That's  supposed  to  mean  that  upgrading 
the  machine  is  as  easy  as  plugging  in  a  new  speaker  for  your 
stereo.  Microsoft,  clearly,  is  aware  that  user  headaches  are  a 
serious  threat  to  its  long-term  marketing  efforts. 

Windows — and  before  it  Apple's  Mac  software — was 
certainly  a  step  in  the  right  direction.  Before,  if  you  wanted 
to  add  new  software  you  had  to  modiryyourAUTOEXEC.BAT 
and  CONFIG.SYS  files.  These  are  the  control  panels  for  DOS, 
the  original  operating  system  for  IBM-compatible  machines. 
They  were  a  bit  arcane,  but  they  were  only  a  few  lines  long. 
You'd  follow  the  instructions  for  the  new  software  and 
change  a  line  or  two,  as  necessary. 

Windows  didn't  do  away  with  these  control  files.  Rath- 
er, it  hides  them .  If  all  goes  well,  fine.  But  when  something 
crashes — or  if  you  merely  want  to  prepare  for  the  day  when 


"The  weather  had 
turned  cold  and  his 
customers  needed  propane. 
The  technology  had  failed 
him.  He  was  ballistic." 


something  crashes — then  you  may  have  to  tangle  with 
them  (see  box,  p.  103).  Ease  of  use  comes  at  the  expense  of 
underlying  complexity.  Now  the  control  files  are  longer 
than  they  used  to  be  and  there  are  more  of  them.  Michael 
Maples,  executive  vice  president  at  Microsoft,  says  the  new 
version  of  Windows  will  involve  10  million  lines  of  code, 
three  times  as  many  as  the  last  version. 

Jim  Collas,  vice  president  of  customer  support  at  Gate- 
way 2000,  lays  blame  on  the  14-year-old  design  of  the 
original  IBM  PC,  still  the  basis  for  the  entire  IBM-compatible 
industry.  When  the  first  PC  came  along,  things  like  multi- 
media were  still  in  the  distant  future.  "Multimedia  has 
created  a  very  significant  increase  in  support  require- 
ments," says  Collas.  "Sound  cards  and  CD-ROM  drives 
represent  the  maxing  out  of  the  old  PC  architecture.  As  we 
began  to  handle  an  increase  in  calls 
brought  on  by  that  technology  we 
also  got  hit  with  an  increase  of  soft- 
ware suppliers  decreasing  their  sup- 
port to  the  customers.  Then  the  con- 
sumer market  got  bigger." 

Will  complexity  and  difficulty  of) 
use  kill  the  PC  boom?  Probably  not, 
but  it  will  almost  certainly  reduce  the 
number  of  players.  Vendors  that  com- 
pete only  on  price  will  lose  ground  to 
a  little  more  but  do  a  better  job  of 
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those  that  charge 
customer  support. 

A  survey  published  in  November  in  PC  World  rated  PC 
vendors  on  service  and  reliability.  Apple,  AT&T  (NCR), 
Compaq,  Dell  and  IBM  rated  high.  The  worst  were  IBM's 
since-discontinued  Ambra  line,  Comtrade,  Cornell  and 
Insight.  Gateway  2000  was  ranked  below  average  in 
reliability  but  above  in  tech  support.  Packard  Bell  ranked 
among  the  worst  in  service  but  average  in  reliability. 

Perhaps  it  will  become  routine  to  buy  a  $2,000  multi- 
media box,  then  sign  on  for  $1 ,000  of  professional  help  in 
maintaining  it.  Swamped  with  help  calls,  Microsoft  now 
charges  callers  $2  a  minute  (via  a  900  number)  to  cut  to  theil 
front  of  the  line.  Other  software  vendors  are  doing  thei 
same.  This  is  the  beginning  of  a  probable  future  unbun- 
dling of  products  and  product  support  in  computerdom. 
But — and  in  this  we  willingly  risk  sounding  fuddy- 
duddy — maybe  the  PC  hasi 
been  somewhat  oversold  at  its: 
present  stage  of  development. 
Hey,  do  you  really  need  thatt 
quadruple-speed  CD-ROM 

Peatium  PC  to  educate  youn 
kids  and  to  keep  yourself  from 
becoming  obsolete?  For  busi- 
ness, for  industry,  for  commu- 
nications the  computer  has  be- 
come indispensable,  but,  nov- 
elty aside,  are  multimedia  and. 
Internet  really  that  essential  to 
most  people's  daily  lives?  j 
There's  still  a  lot  to  be  said  foi 
opening  a  book  or  a  magazine 
and  staying  current  the  Gu- 
tenberg way. 

Forbes  ■  March  13,  1991 


Lord  Piana9s  Tasmania??  Fabric 


Can  Make  You  A  Nuisance 
At  Finer  Stores  Everywhere, 


SOME    SHOPPERS    WILL 


SCAN.   SCRUTINIZE   AND    LABEL 


HUNT  UNTIL  THEY  FIND  IT  ITS  LORO 


TASKAHIAH< 
Supr-r  ISO' 


OF  YARN  TO  CREATE  A 


SINGLE  SUIT.  THAT'S  THE  SECRET  TO 


OUR  FABRICS  LIGHT  WEIGHT  YET  VER- 


PIANA'S  TASMANIAN*  AND  LESS  THAN  1%  OF  THE  WORLDS  SAT1LE  PERFORMANCE.  ^|  IT  EXPLAINS  WHY  SO  MANY  TOP 

WOOL  IS  GOOD  ENOUGH  TO  BE  USED  IN  ITS  CREATION.  DESIGNERS.  TAILORS.  AND  MANUFACTURERS  CHOOSE  FROM 

THE  SAXONY  MERINO  WOOL  THAT  IS  SELECTED  IS  THEN  OUR  MANY  PATTERNS-AND  REFUSE  TO  USE  ANY  OTHER 

WOVEN  ACCORDING  TO  OUR  CAREFULLY  GUARDED  MANU-  FABRIC.  IT  ALSO  EXPLAINS  WHY  SALESPEOPLE  WHO  CLAIM 

FACTURING  TECHNIQUES.  ^|  THE  RESULT?  SUITS  THAT  TO  HAVE  "...JUST  AS  GOOD  AS  LORO  PIANA.  LOOK!".  MAY 

UTILIZE  A  MERE  26.3  OZ.  OF  FABRIC.  FABRIC  THAT'S  WOVEN  BE  MET  WITH  A  RAISED  EYEBROW,  A  SKEPTICAL  LOOK 


SO  TIGHTLY  IT  TAKES  31.4  MILES 


AND  A  MAGNIFYING  GLASS. 


ITALIAN        FABRIC 


THE        SECRET        TO 


GREAT        SUIT 


Get  is  os  the  Secret  at:  Neimas  Marcus,  Bergdore  Goodman  and 
The  Ij)RO  Piasa  Shop  46  East  61  Street  New  York,  NY  10021  212  980  7961 
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)AT  ARE  THE  ISSUES? 

fter  everybody's  finished 

ling  this  magazine,  it  will 

•ably  end  up  in  a  recycling 

From  there,  it'll  be  recovered 

turned  into  new  paper. 

re  say  this  with  reasonable 

ranee  because  America  has 

i  great  progress  in  recycling. 

e  recovering  over  40%  of  the 

:r  we  use,  making  the  U.S. 

of  the  best  recyclers  in  the 

d.  Soon  we  expect  to  reach 
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near  the  practical  limit 

se  about  half  the  paper  we 

n't  recoverable.  For  instance, 

of  paper  gets  stored  in  the 

of  books  and  documents, 

some  of  it  also  gets  contami- 

l  beyond  recovery. 

the  issue  now  isn't  whether 

cycle,  but  how  best  to  use 
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e  thought:  make  all  new 
r  out  of  100%  recycled 
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:ycling. 

tcondly,    when    paper   is 
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istly,  sometimes  recovered 
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ike  better  grades  of  paper. 

le  recycled  material  must  be 

lined  with  different  amounts 
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If  using  recovered  paper. 


WHAT  WE  ARE  DOING. 

International  Paper  cur- 
rently makes  over  100  types 
of  recycled  paper  products. 
With  our  Springhill  Incentive 
and  Hammermill  Unity 
papers,  we  are  also  the  first 
and  only  North  American 
company  to  make  100% 
recycled  business  papers 
entirely  from  old  newspapers 
and  magazines. 

We're  also  installing  the 
world's  largest,  most  efficient 
machines  to  make  business 
and  packaging  papers  con- 
taining recovered  fiber. 
This,  in  turn,  will  further 
increase  our  total  intake  of 
recovered  paper. 

We  meet  the  need  for  virgin 
fiber  through  a  practice  called 
"sustainable  forestry,"  which 
includes  planting  50  million 
SuperTree™  seedhngs  every 
year.  SuperTrees,  developed 
through  a  process  of  natural 
selection,  produce  30%  more 
wood  per  acre  over  a  25 -year 
growing  period.  This  ensures 
that  we  can  harvest  fewer 
acres  and  still  satisfy  the  de- 
mand for  high-quality  paper. 


WHAT  IT  MEANS 
TO  YOU. 

This  year,  through 
the  combined  efforts 
of  people  like  you 
and  companies  like 
International  Paper, 
more  paper  will  go  to 
recyefing  plants  than 
to  landfills.  You  can 
also  rest  assured  that 
our  forestlands  will  be 
around  for  posterity. 

Finally,  if  you've 
read  this  far,  it's  obvi- 
ous that  you'd  like  to 
see  more  progress  in 
recycling.  To  talk 
more,  call  Steve  Van 
Voorhis,  Manager  of 
Recycling  Programs, 
at  1-800-831-8354. 


INTERNATIONAL^)  PAPER 

We  answer  to  the  world. 


With  every  international  financial  crisis  there  is  yet 
another  opportunity  for  the  bureaucrats  at  the  IMF  to 
justify  more  socializing  of  speculators'  risks. 

Bob  Rubin,  meet 
G.N.  Parkinson 


BY  STEVE  H.HANKE 


Steve  H.  Hanke  is  a  professor 

of  Applied  Economics  at 

The  Johns  Hopkins  University  in  Baltimore. 


The  Mexican  peso  debacle  of  Dec. 
20  caught  the  International  Mone- 
tary Fund  asleep  at  the  wheel.  Indeed, 
the  IMF's  early  warning  system  com- 
pletely failed  to  detect  trouble  on  the 
horizon. 

It  didn't  take  the  IMF  Hydra  long  to 
wake  up,  though.  The  fund's  manag- 
ing director  was  quick  to  spin  a  tale  to 
justify — you  guessed  it — more  money 
and  more  power  for  the  IMF.  Not 
surprisingly,  Michael  Candessus'  vi- 
sion was  supported  by  Bill  Clinton's 
new  Treasury  Secretary  Robert  Rubin. 

All  this  lobbying  activity  caused  me 
to  pull  Parkinson's  Law  (1957)  from 
my  bookshelf.  In  this  classic  we  find 
that  the  British  Admiralty  augmented 
its  personnel  by  almost  79%  from  1914 
to  1928,  even  though  the  number  of 
combat  ships  under  its  command  fell 
from  62  to  20  and  total  crew  personnel 
declined  by  almost  one-third. 

As  clever  as  the  British  Admiralty 
was,  its  record  of  self- promotion  can't 
hold  a  candle  to  that  of  the  IMF.  The 
IMF  was  established  as  part  of  the  1 944 
Bretton  Woods  Agreement.  Its  pri- 
mary purpose  was  to  extend  short- 
term,  subsidized  credits  to  countries 
that  were   experiencing   balance -of- 
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payments  problems  under  the  Bret- 
ton  Woods  exchange  rate  system. 
These  credits  served  to  finance  for- 
eign exchange  interventions,  in  the 
hope  that  competitive  devaluations 
and  trade  frictions  could  be  avoided. 

When  the  Bretton  Woods  system 
collapsed  in  1973,  it  seemed  that  the 
IMF  would  likewise  fall.  Its  original 
justification  no  longer  existed.  The  IMF 
had  become  an  empty  shell.  One  of  my 
mentors,  Professor  Jiirg  Niehans, 
the  distinguished  Swiss  economist, 
thought  the  imf's  passing  timely  be- 
cause he  had  demonstrated  that  the 
IMF's  lending  activities  had  been  un- 
necessary and  even  counterproductive. 

The  obituary  was  premature.  The 
1973  OPEC  oil  embargo  allowed  the 
IMF  to  reinvent  itself.  More  lending 
was  "required"  to  cushion  the  oil 
price  shock.  And  more  lending  there 
was:  From  1970  to  1975  IMF  lending 
more  than  doubled  in  real  terms. 
Assisted  by  the  second  oil  shock  of 


avert  an  international  financial  crisi; 

Remember,  the  IMF  charter  contair 
no  provision  for  such  lending.  Bi 
never  mind.  The  IMF  scored  agaii 
Indeed,  Ronald  Reagan  proclaime 
that  he  had  personally  lobbied  400  oi 
of  435  congressmen  to  obtain  approv; 
for  a  U.S.  quota  increase  for  the  IM] 
The  IMF  put  those  new  funds  to  work ; 
once.  From  1980  to  1985  IMF  lendin 
increased  by  27%  in  real  terms.  Th 
lending  was,  of  course,  little  more  tha 
a  bailout  of  foreign  banks  that  wet 
overexposed  in  Latin  America. 

This  brings  us  to  today's  Mexica 
peso  crisis.  To  justify  more  lending  an 
additional  powers,  the  IMF  Hydra  h; 
shown  us  yet  another  head.  Despite  tl 
rhetoric  about  saving  the  internation 
financial  system  from  a  meltdown,  tl 
truth  is  that  the  IMF  will  be  bailing  oi 
investors,  mostly  Americans,  who  ha\ 
speculated  in  Mexican  stocks  an 
bonds.  No  wonder  the  Europeans  a* 
less  than  enthusiastic. 

It's  time  to  take  a  serious  look  at  tl 
IMF's  operations.  This  is  not  an  eaa 
task.  To  protect  itself  from  outsic 
scrutiny,  the  ever-secretive  IMF  mak< 
its  adjustment  programs  with  debto 
confidential.  This  secrecy  serves  til 
IMF  well  because  it  conceals  the  inei 
fectiveness  of  the  conditions  it  clain 
to  impose  upon  its  borrowers. 

Evaluating  the  IMF  will,  therefor 
take  a  while.  In  the  meantime,  there 
no  need  to  pump  any  more  mom 
into  its  coffers,  which  are  lined  wij 
hidden  reserves.  The  IMF  holds  103 
million  ounces  of  gold,  which  it  valu 


Despite  the  rhetoric  about  financial  meltdown,  the  truth  is 
that  the  IMF  will  be  bailing  out  investors. 


1979,  the  IMF  kept  pumping  out  new 
cushioning  loans  into  the  early  1980s, 
albeit  at  a  slower  rate.  From  1975  to 
1982  loans  increased  by  another  58% 
in  real  terms. 

With  the  election  of  Ronald  Rea- 
gan in  1980,  it  looked  as  if  the  glory 
days  of  the  IMF  might  come  to  an 
end.  The  Administration  favored  a 
restrictive  course  for  IMF  lending. 
The  Mexican  debt  crisis  of  1982 
changed  all  of  this.  The  IMF  Hydra 
moved  quickly  to  argue  that  it  should 
provide  more  lending  in  order  to 


at  $5 1 .50  per  ounce,  for  a  total  bo< 
value  of>  approximately  $5.3  billio 
At  today's  market  prices,  the  IMI 
gold  hoard  is  worth  almost  $39  b 
lion.  This  amounts  to  a  cool  $33 
billion  in  hidden  reserves.  Cons 
quently,  there  is  no  good  reason  f 
Congress  to  succumb  to  the  imi 
panhandling. 

For  all  its  posturing  as  the  savior 
free  markets,  the  IMF  is  nothing  mc 
than  an  interventionist  monster  f 
socializing  risks.  Let  investors  ta 
their  own  risks  for  a  change.  I 
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AT  TOYOTA,   improving   the   quality  of  life  is 


as  important  to  us  as  improving  the  quality  of 


our  vehicles.  That's  why,  for  the  last  20  years, 


we've    been    supporting    American    community 


projects  that  are  as  diverse  and  exciting  as  the 


people    who    participate    in    them.    This    year 


alone,  we're  investing  more  than  $12  million  in 


worthwhile  educational  programs  run  by  orga- 


nizations   like    the    National    Science    Teachers 


Association,    United   Negro   College   Fund   and 


HAVE    NOTHING 

o      do 


National  Center  for  Family  Literacy.  To  us,  a 
successful  business  shouldn't  just  try  to  make  a 

lO  QO  Wlttl  CAPS.      (       profit,  it  should  try  to  make  a  difference  as  well. 

Investing     in     the     things     we     all     care     about.     lO  Y  O  I A 

For  more  information  about  Toyota  in  America  write  Toyota  Motor  Corporate  Services,  9  West  57th  Street,  Suite  4900-C2,  New  York,  NY  10019. 


To  earn  some  extra  cash,  Anne  Beiler 

took  a  part-time  job  managing  a  pretzel  stand. 

That  was  the  easy  part  of  starting  her  chain. 

Pretzel  queen 


By  Marc  Ballon 
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Like  many  people  who  start  business- 
es, Anne  Beiler  is  a  late-blooming 
entrepreneur.  Raised  in  a  Mennonite 
farmer's  household  in  the  village  of 
Gap,  Pa.  (pop.  2,000),  she  married 
when  she  was  19  and  spent  the  next 
19  years  raising  her  two  children. 

By  1987  Beiler  was  38  and  restless. 
To  bring  in  some  extra  cash,  she  took 
a  weekend  job  managing  a  food  stand 
at  a  farmer's  market  in  Burtonsville, 
Md.  It  was  a  two-hour  drive  away,  but 
the  job  brought  in  $200. 

Beiler  does  not  have  a  college  de- 
gree, but  she  has  something  much 
more  valuable:  in  her  words,  "com- 
mon sense."  She  noticed  that  the 
fastest- selling  items  at  the  food  stand 
were  large,  hand-rolled  pretzels  that 
sold  for  55  cents  each.  Not  bad  for  7 
cents'  worth  of  flour,  water,  yeast  and 
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Auntie  Anne's  founder  Anne  Beiler 
Faith  kept  her  going. 


salt.  When  a  stall  at  a  farmer's  market 
closer  to  home,  in  Downingtown, 
Pa.,  became  available,  Beiler  decided 
to  try  the  pretzel  business  herself.  - 

Borrowing  $6,000  from  her  father- 
in-law,  she  bought  an  oven,  dough 
mixer  and  refrigerator,  and  opened  a 
12-by-20-foot  stand  in  February 
1988.  She  called  the  place  Auntie 
Anne's,  after  the  nickname  given  her 
by  her  two  dozen  nieces  and  nephews. 

That  was  the  easy  part.  The  hard 
part  was  making  a  tasty  pretzel,  some- 
thing that  Beiler's  pretzels,  made 
from  a  friend's  recipe,  weren't.  "They 
tasted  really  bland,"  she  says.  Her 
customers  agreed.  Beiler  sold  only 
about  $350  worth  of  pretzels  each 


weekend.  Her  gross  margins  bard 
paid  her  $250  rent  for  the  stall.  "If 
had  lacked  faith,  I  would  hat 
stopped  then  and  there,"  she  says. 

Instead  of  quitting,  Beiler  fiddle 
with  the  recipe  and  finally  came  u 
with  a  softer,  sweeter  pretzel.  "W 
were  not  able  to  bake  them  fa 
enough,"  Beiler  says.  Within  a  fe 
months,  pretzel  sales  had  more  tha 
quadrupled,  to  $1,500  a  weekend. 

After  accumulating  $5,000  in  cap 
tal,  in  July  1988  Beiler  opened 
second  stall,  at  the  farmer's  market  i 
Harrisburg,  Pa.  Early  the  followir 
year  one  of  her  brothers,  Jal 
Smucker,  a  construction  manage 
convinced  her  to  sell  him  a  franchi: 
for  a  third  Auntie  Anne's  shop,  : 
Middletown,  Pa.,  for  $2,500. 

If  a  brother  was  interested  in 
franchise  maybe  others  would  be,  toi 
That  year  Beiler  sold  10  franchises 
prices  ranging  between  $2,500  ar 
$5,000  apiece — and  quickly  learnt 
that  she  was  expanding  her  business 
a  rate  that  outstripped  her  resource 
Beiler  had  tried  to  keep  everything 
the  family:  Her  husband  and  brothe 
in-law  were  building  all  the  new  shoj 
themselves;  her  sister  was  making  ; 
the  pretzel  mix  by  hand;  a  broth 
made  all  the  deliveries.  Hard  as  thj 
worked,  the  family  couldn't  keep  i 
with  the  growth.  New  franchise  ope 
ings  sometimes  fell  three  months  b 
hind  schedule;  production  and  deli! 
ery  bottlenecks  developed. 

To  the  rescue  came  another  brott 
er,  Carl  Smucker,  a  building  contra 
tor  who  knew  something  about  j 
nance.  He  joined  Auntie  Anne's  ail 
soon  imposed  a  six-month  morato> 
urn  on  new  franchises.  But  his  rd 
contribution  was  realizing  that  9 
too,  was  over  his  head.  Then  Smuck 
brought  in  professionals:  FrancorJ  1 
an  Olympia  Fields,  111. -based  fra 
chise  consulting  firm. 

Francorp  consultant  David  Hoi 
made  several  suggestions,  includii 
increasing  the  franchise  fee 
$15,000^  from  $7,500  (it's  ik 
$28,000)  and  rewriting  the  franch 
agreements  to  prevent  franchise 
from  selling  pretzels  to  supermark 
and  convenience  stores — a  probk 
that  was  diluting  the  product's  ima| 

Beiler  was  impressed  and  in  19' 
hired  Hood  full  time  as  her  director 
franchising.  That  year  Auntie  Ann 
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Our  Business  Is  Helping  Y)urs 
Buy  What  Money  Can't. 

Up  the  road  ahead, 
there  are  some  challenging 
opportunities  for  your  busi- 
ness. And  money  alone  can 
only  take  you  so  far.  When 
you  need  help  beyond  creative 
financing,  we  can  make 
sure  you  re  headed  in  the 
right  direction.  After  all,  we 
get  involved  in  areas  most 
financial  service  companies 
wouldn't  dream  of  to  provide 
ul  value.  Like  helping  a  major  shipping  company  establish  a  distribution  network  to  ensure  adequate 


M  lare  parts  availability.  Or  helping  a  leading  mortgage  company  make  housing  more  affordable  for 
nnc<j  w-income  families  and  dramatically  increasing  its  affordable  lending. 
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:rmai1 
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At  GE  Capital,  we're  24  diversified  businesses.  And  each  one  is  dedicated  to  developing  and  deliv- 
ng  products  and  services  that  help  make  your  dollar  worth  more  than  a  dollar.  Ifyoure  looking  for 
„j  mie  smart  business  help,  call  1-800-243-2222.  And  let  us  give  you  a  few  of  the  things  money  cant  buy. 


GE  Capital 

Our  Business  Is  Helping  Yours ' 


AMERICOM  •  AUTO  FINANCIAL  SERVICES  •  AVIATION  SERVICES  •  COMMERCIAL  EQUIPMENT  FINANCING  •  COMMERCIAL  FINANCE    •  COMMERCIAL  REAL  ESTATE  FINANCING 

EMPLOYERS  REINSURANCE  COMPANY  •  EQUITY  CAPITAL  GROUP  •  FINANCIAL  GUARANTY  INSURANCE  COMPANY  •  FINANCIAL  INSURANCE  GROUP  •  FLEET  SERVICES 

GECC  FINANCIAL   (HAWAII)  •  GENSTAR  CONTAINER  •  GLOBAL  PROJECT  4  STRUCTURED  FINANCE  ■  GNA  •  MODULAR  SPACE  •  MORTGAGE  INSURANCE  •  MORTGAGE  SERVICES 

^NSKE  TRUCK  LEASING  •  RAILCAR  SERVICES  •  RETAILER  FINANCIAL  SERVICES  •  TECHNOLOGY  MANAGEMENT  SERVICES  •  TRANSPORT  INTERNATIONAL  POOL  •  VENDOR  FINANCIAL  SERVICES 


You  could  pay 

3  times  as  much 

for  a  business-class 

teleconferencer. . . 


.  but  why?  Add  this  full-duplex 
speaker  to  your  telephone  to 
let  both  parties  speak,  without 
cutting  each  other  off.  Digital 
Signal  Processing  (found 
in  products  at  three  times 
the  price)  cuts  annoying 
"echo"  common  to  other 
amplifiers.  To  order,  or 
for  the  location  of  a  store 
near  you,  call: 


1-800-THE-SHACK5" 

Radio  /hack 

You've  got  questions.   We've  got  answers.5 

Prices  apply  a!  participating  Radio  Shack  stores  and  dealers.  Items  not  available  al  a  participating  store  can  be  special-ordered  (sub|eci  to  availability)  at  the  adver- 
tised price  A  participating  store  will  otter  a  comparable  value  it  the  product  Is  sold  out  Independent  Radio  Shack  dealers  and  franchisees  may  not  be  participating 
in  this  ad  or  stock  or  special-order  every  item  advertised.  Copies  ol  applicable  warranties  are  available  upon  request  at  stores  for  Inspection  before  sale  or  by  writing: 
Customer  Relalions,  1400  One  Tandy  Center.  Fort  Worth,  TX  76102 
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Thete's  still  time  left... 


GIVE  YOUR  BUSINESS 
A 1994  TAX  BREAK 


Save  taxes,  save  costs,  save  time  with  a  T.  Howe  Price  SEP-IRA. 

A  complete,  yet  simple,  small-business  retirement  plan  that  lets  owners 
and  sole  proprietors  save  three  ways. 

1)  Save  on  1994  taxes  by  making  tax-deductible  contributions  up  to  15% 
of  compensation  or  $22,500  per  participant  (whichever  is  lower).  Any 
earnings  on  these  contributions  compound  tax-deferred  until  withdrawn. 

2)  Save  on  management  expenses  too.  All  of  our  mutual  funds  are  no 
load,  and  there  is  no  account  maintenance  fee  as  long  as  the  balance  in 
each  SEP-IRA  account  is  $5,000  or  more. 

3)  Save  time  setting  up  the  plan.  Administration  is  quick  and  easy,  and 
no  annual  IRS  filing  is  necessary.  It's  not  too  late  to  save  on  1994  taxes 
with  a  T.  Rowe  Price  SEP-IRA.  Call  today  for  your  free  kit. 

=5fi\  Call  for  a  free  SEP-IRA  Information  Kit 
1800-831-1439 


Invest  With  Confident 

TRoweftice 


■Ik, 


*0r  your  tax-filing  deadline.  Request  a  prospectus  with  more  complete  information,  including  management  fees  and 

other  charges  and  expenses.  Read  it  carefully  before  you  invest  or  send  money. 

T.  Rowe  Price  Investment  Services,  Inc.,  Distributor.  SEP02S563 


added  43  stores,  mostly  in  Pennsylva 
nia,  New  Jersey  and  New  York. 

Today  Beiler's  mini  empire  consist 
of  273  pretzel  shops — all  but  17  fran 
chised — in  35  states.  They  operate  1 
hours  a  day  (6  hours  on  Sundays] 
seven  days  a  week.  Beiler  has  extends 
her  line  and  has  increased  her  price; 
Auntie  Anne's  pretzels,  in  ten  flavor* 
garlic  and  sesame  among  them,  se. 
for  an  average  of  $1.25  each. 

Last  year  the  company  earned  som 
$350,000  pretax  on  revenues  (incluc 
ing  franchise  fees,  royalties  and  it 
own  pretzel  sales)  of  $8  million;  revti 
nues  should  rise  to  $10.7  million  thi 
year.  Systemwide  sales  totaled  $5i 
million  last  year.  Some  75  new  store 
all  but  one  of  them  franchises,  ai 
expected  to  be  added  this  year. 

To   manage    all    this,    Beiler    h; 


"T 


hings  really  don't  matter. 
But  I  might  just  get 
another  Cadillac." 


brought  in  more  professionals.  Th<i 
handle  everything  from  marketing  1 
distribution  and  store  support  whii 
Beiler  herself  concentrates  on  makin 
sure  new  franchisees  get  off  to  a  fa. 
start.  For  example,  when  a  franchisi- 
at  a  suburban  Detroit  shopping  m; 
wasn't  doing  well  because  of  a  po 
location  in  the  mall,  Beiler  sent  h 
marketing  director  out  with  an  atte 
tion-getting  mobile  pretzel  cart  offo 
ing  samples  that  helped  bring  in  cu 
tomers.  A  larger  pretzel  wagon  w 
later  added  at  the  other  end  of  tt 
mall.  The  franchise's  sales  have  sin 
doubled. 

Trappings  of  success?  Beiler  recet 
ly  treated  herself  to  a  new  $36,0' 
Cadillac  El  Dorado,  but  by  and  lar 
her  material  lifestyle  hasn't  chang 
much  since  she  started  the  busim 
seven  years  ago.  She  notes  the  comj 
ny  gave  $150,000  last  year  to  varic 
charities,  and  that  out  of  their  eai 
ings  she  and  her  husband  are  und 
writing  a  local  marriage  counseli 
center  for  the  village  of  Gap. 

"Thinjjs  really  don't  matter,"  $ 
says  earnestly.  But  with  a  twinkle 
her  eye,  she  adds,  "But  I  might  j 
get  another  Cadillac  in  a  couple 
years." 
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IT'S  AMAZING  WHAT  YOU  CAN  DO 
TO  YOUR  CHILD  FOR  $20,000... 


Even  these  days,  $20,000  can 
stretch  a  long  way,  but  just  how 
far  will  it  go  when  paying  for  your 
child's  education?  At  many  colleges 
and  universities  $20,000  only  covers 
one  year  of  attendance,  and  earning  a 
bachelor's  degree  can  easily  cost 
$80,000  to  $100,000. 

Fewer  students  are  learning  what 
they  should  in  the  classroom.  They 
lack  basic  skills  and  are  ill-equipped  to 
begin  their  careers.  Instead  of  learning 
to  reason  and  analyze,  they  learn  to 
uncritically  accept  fashionable  theories 
and  "polit- 
ically 
correct" 
dogmas, 
prompting 
one  critic 
to  remark 
wryly, 
"It's 
amazing 


Go"' 
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what  you  can  do  to  your  child  for 
$20,000  a  year." 

Higher  education  is  big  business- 
spending  over  $1 70  billion  a  year-but 
increasingly  it  is  producing  a  shoddy 
product.  Students  are  routinely 
crammed  into  classes  of  500  to  1 ,000. 
They  seldom  have  any  real  contact 
with  professors  whose  main  interest 
is  research,  not  teaching.  And  so  few 
sections  of  required  courses  are 
offered  each  semester  that  it  now 
takes  the  average  student  five  or  even 
six  years  to  complete  a  degree.  A 
representative  of  the  American  Council 
of  Education  admits,  "This  is  a  con- 
demnation of  higher  education.  If  we 
were  running  an  automobile  plant,  we 
would  be  out  of  business." 

As  parents  as  well  as  consumers, 
we  have  to  send  American  higher 
education  a  clear  message:  "It's  time  to 
reorder  your  priorities  and  once  again 
provide  our  young  people  with  an 


education  worth  earning." 

Hillsdale  College  is  an  enduring 
symbol  of  independence.  For  150 
years,  we  have  refused  to  accept 
federal  funding  and  have  defended 
academic  freedom. 

Our  monthly  digest,  IMPRIMIS 
which  means  "in  the  first  place," 
reaches  over  half  a  million  readers 
nationwide.  It  features  essays  on 
critical  issues  by  well  known  opinion 
leaders  like  Ronald  Reagan,  William 
F.  Buckley,  Jr.,  Thomas  Sowell, 
Malcolm  S.  Forbes,  Jr.,  and  others. 

IMPRIMIS  IS  FREE  TO  ANYONE 
WHO  REQUESTS  A  SUBSCRIPTION. 
It's  our  way  of 
extending 
Hillsdale 
College's 
educational 
mission  to  a 
national 
audience. 


□  Check  here  for  BONUS  BOOK 
OFFER:  Order  George  Roche's 
The  Fall  of  the  Ivory  Tower 
(Insight  magazine  s  "Book  of 
the  Year")  for  only  $20— $4  off 
the  cover  price.  (Michigan 
residents  add  6%)  Shipping 
is  free. 


City/Stale/Zip 


□  Home     □  Office 


□  Check  here  for  a  FREE 
SUBSCRIPTION  to  Imprimis. 

FOR  BONUS  BOOK  OFFER  ONLY: 

VISA  /MC/  Discover  Exp.  Date 

DDDDDDDDDnnnDDDD  □□□□ 

Signature 

Mail  this  coupon  to  IMPRIMIS,  Dept.  FB-17, 
Hillsdale  College,  Hillsdale,  Ml  49242. 

Or  call  toll-free:  1  -800-535-0860  aa 

Hillsdale™ 
College 
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Bill  Stallings  is  in  a  rush  when  it  comes  to  expanding  his 
used-car  finance  firm.  But  his  foot-dragging  when  it 
comes  to  computers  could  trip  him  up. 

Computer-phobe 


By  Amy  Feldman 

"If  everything  worked  real  perfect, 
it  wouldn't  be  any  run  anyway," 
drawls  William  Stallings.  By  that  mea- 
sure, Stallings  must  be  having  a  lot 
of  fun. 

Stallings,  55,  is  founder  and  chief 
executive  of  Greenville,  N.C. -based 
Regional  Acceptance  Corp.  It's  a 
$117  million  (assets)  lender-of-last- 
resort  to  North  Carolina's  used -car 
buyers,  and  a  very  profitable  one:  Last 
year  Regional,  which  lends  money  at 
an  average  rate  of  21%,  posted  earn- 
ings of  $7  million,  or  70  cents  a  share. 
This  was  a  7.2%  return  on  average 
assets,  even  as  rising  interest  rates 
squeezed  spreads.  Stallings,  who  took 
his  company  public  nearly  two  years 
ago,  and  his  family  own  39%  of  Re- 
gional's  equity,  a  stake  recently  worth 
$39  million. 

Lending  money  and  getting  it  back 
is  a  business  Stallings  knows  intimate- 
ly. The  son  of  a  Johnston  County, 
N.C.  tobacco  farmer,  Stallings 
worked  his  way  through  Western  Car- 
olina University.  Upon  graduation  he 
took  a  job  as  an  "'adjuster"  for  a 
finance  company,  knocking  on  doors 
at  dusk  to  collect  loans  and  late  fees. 
In  1978,  at  age  38,  he  borrowed 
$250,000  from  Chicago's  Walter 
Heller  Co. — now  Heller  Financial — 
and  started  Regional  Acceptance. 

His  timing  was  awful.  In  1980  Paul 
Volcker  pushed  the  prime  rate  to 
21.5%,  and  Regional's  cost  of  funds 
rose  with  it.  North  Carolina's  usury 
laws  capped  Regional's  rates  at  29% 
for  cars  that  were  five  or  more  years 
old — the  spread  was  hardly  adequate 
to  cover  the  inevitable  deadbeats.  Yet 
even  with  these  forces  working 
against  him,  Stallings  eked  out 
$17,000  in  pretax  profits  in  1980. 
Gut  instinct  for  making  the  right 
loans,  Stallings  explains. 

Over  the  years  Stallings  has  opened 

116 


The  Stallings  sons  (left  to  right): 
Clark,  Blake  and  Jeff 
All  three  work  for  dad's  company. 
But  the  eldest,  namesake  Billy, 
quit  suddenly  last  summer. 


20  branches,  most  of  them  in  small 
tobacco  towns  near  Greenville.  His 
customers  are  traditional  lenders'  re- 
jects, so  in  each  town  Regional's 
branch  managers  must  perfect  the 
subtle  art  of  determining  who  is  most 
likely  to  keep  paying  annual  rates  of 
20%-plus.  Stallings  favors  borrowers 
who  have  lived  in  their  towns  all  their 
lives,  on  the  fairly  obvious  hunch  that 
if  they  default  they're  unlikely  to 
move,  meaning  Stallings  can  repos- 
sess their  cars. 

Bald,  rich  and  imposing  at  212 
pounds,  Stallings  presides  over  Re- 
gional Acceptance  from  a  plain  wood- 
en desk  that  is  clear  but  for  a  lone 
mechanical  adding  machine.  "I'm 
just  old-fashioned,"  he  drawls.  But  he 
also  wants  to  expand  Regional's 
branch  count  to  1 10  and  its  asset  base 
to  over  $1  billion  by  2003.  This  will 
put  him  into  increasing  competition 
with  much  larger  rivals  like  Mercury 
Finance  and  AutoFinance  Group.  Al- 
ready he  faces  tougher  competition 


Regional 

Acceptance  Corp. 
founder 

William  Stallings 
"If  you  got  20 
stores,  you're 
going  to  have 
one  that  gets 
out  of  whack." 


with  his  recent  expansion  to  Rdei§ 
Winston-Salem  and  Greensboro. 

In  pursuing  this  growth,  Stallir 
faces  a  major  disadvantage:  He  is,  s: 
his  son  Clark,  the  Greenville  bran 
manager,  "computer-phobic."  T 
is  readily  apparent  to  any  visitor 
Regional's  offices.  The  firm  tracks  1 
details  of  its  30,000  loans  (wo: 
more  than  $100  million)  on  har 
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dumber 
*°  to  anal 
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.ifntten  ledger  cards  filed  in  plastic 
ins  under  headings  like  "on  time," 

In  promised  to  pay"  and  "repossessed." 
/ithout  powerful  computers,  Region- 
lacks  the  ability  to  track  things  like 

1  le  number  of  defaults  by  car  dealer  or 
»ren  to  analyze  its  portfolio  on  a  daily 
asis — standard  practices  in  the  finance 

i]  idustry.  Sighs  Chief  Financial  Officer 

1  .obcrt  Barrv:  "We  have  no  wav  to  slice 


and  dice  data." 

Already,  Regional 's  inability  to  use 
computers  to  easily  analyze  and  track 
its  loan  portfolio  has  delayed — twice — 
an  announced  plan  to  securitize  its 
loans.  Without  securitization,  Stail- 
ings  is  racing  against  rising  rates.  The 
company's  spread  has  fallen  from  16 
percentage  points  in  the  first  quarter 
of  1994  to  14  in  the  fourth,  and  is 
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continuing  to  drop.  Each  percentage 
point  rise  in  the  cost  of  capital  cuts 
Regional's  net  profits  by  around 
$500,000,  or  5  cents  a  share. 

Last  September  Stallings  agreed  to 
spend  $500,000  to  set  up  an  IBM 
AS/400-based  companywide  com- 
puter system.  But  it  won't  likely  be 
running  well  for  months  to  come. 

Other  problems  may  be  lurking. 
Short-sellers  have  been  swarming 
over  Regional  stock — the  short  posi- 
tion recently  was  some  480,000 
shares.  The  shorts  think  Regional's 
rapid  expansion — its  loan  portfolio 
increased   74%   last  year — is   hiding 


Sighs  Chief  Financial 
Officer  Robert  Barry: 
"We  have  no  way 
to  slice  and  dice  data." 


credit  quality  problems.  Although 
Regional's  allowance  for  bad  loans, 
2%  at  year-end,  appears  low  by  indus- 
try standards,  it  was  still  double  the 
rate  of  well-run  Northbrook,  111.- 
based  Mercury  Finance  Co.  (Forbes, 
Sept.  13,  1993). 

One  sign  of  trouble:  At  year-end 
loans  90  days  past  due  were  $1.5 
million,  or  more  than  double  the 
previous  year's  $673,000.  That 
means  that  the  bad  loans,  while  still 
quite  low,  grew  at  a  faster  rate  than 
the  portfolio  as  a  whole. 

Last  fall  Stallings  fired  Regional's 
branch  manager  in  rural  Washington, 
N.C.  after  a  third-quarter  charge-off 
of  $459,000;  this  was  more  than  the 
first  two  quarters  combined,  and 
much  of  it  was  attributed  to  the  Wash- 
ington branch.  Stallings  shrugs  it  off: 
"If  you  got  20  stores,  you're  going  to 
have  one  that  gets  out  of  whack." 

Less  easy  to  dismiss  is  the  fact  that 
last  summer  Stallings'  eldest  son,  30- 
year-old  William  Stallings  Jr.,  quit 
unexpectedly  as  manager  of  Region- 
al's Greenville  office  and  resigned 
from  Regional's  board.  He  has  since 
hired  on  with  another  small  Southern 
lender.  Regional's  Nasdaq-traded 
shares  fell  16%,  to  13%,  on  the  news 
of  his  departure  and  have  since  drifted 
down  to  a  recent  \2Vi. 

What  happened?  "It's  a  family  mat- 
ter," says  Stallings  Sr.,  tersely.        WM 
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ADVERTISEMENT 


Parker 


Partnerships  In 
Engineering  Excellence 

Heidelberg  Harris  and  Parker  Hannifin: 
Making  Printers'  Dreams  a  Reality 


Ever  since  Johann  Gutenberg  invented  moveable  type 
in  the  1400s,  printers  have  sought  to  expand  human 
communications  while  simultaneously  reducing  the  cost 
of  the  printed  word.  In  1992,  that  pursuit  took  a  quan- 
tum leap  forward  with  the  introduction  of  the  M-3000 
Sunday  Press,  the  latest  in  a  long  line  of  innovations  by 
famed  press-builder  Heidelberg  Harris. 


Providing  assistance  was  Parker  Hannifin,  the 
world's  largest  manufacturer  of  motion-control  compo- 
nents and  systems.  Parker  Hannifin  helped  Heidelberg 
Harris  develop  state-of-the-art  motion-control  systems, 
the  kinds  that  assure  precision  in  an  industry  requiring 
the  most  demanding  manufacturing  tolerances. 

The  idea  for  producing  a  press  to  greatly  advance 
printing  technology  began  on  a  wintry  day  in  January 
1986,  in  a  chateau  outside  Paris.  Two  dozen  Heidel- 
berg Harris  managers  gathered  to  brainstorm  about  a 
press  that  could  run  up  to  50%  faster  and  produce  bet- 
ter quality  work  than  the  company's  fastest  existing 
presses.  To  keep  their  ideas  secret,  they  code-named 
the  project  the  "Sunday  Press,"  after  the  Super  Bowl 
Sunday  the  meeting  was  convened. 

The  resulting  press  was  not  only  as  fast  as  they 
envisioned,  but  incorporated  design  innovations  to 
shrink  downtime  and  reduce  paper  waste.  Among  the 
innovations:  a  new  gapless  cylinder  that  eliminates  the 


gap  shock  that  causes  streaking;  a  shaftless  drive  sys- 
tem that  lessens  vibration  and  paper  breaks;  a  sophisti- 
cated folding  system  that  provides  the  versatility  to  han- 
dle a  range  of  jobs. 

Parker  Hannifin  technical  specialists,  working 
closely  with  Heidelberg  Harris  purchasers,  engineers, 
project  managers  and  shop-floor  personnel,  were  able 
to  eliminate  about  300  fittings  from 
pneumatic  and  lubrication  system 
designs  from  previous  presses. 
Parker  also  devised  a  system  of 
components  that  simplifies  assem- 
bly of  the  giant  press  and  slashes 
labor  by  two-thirds. 

Its  performance  is  revolution- 
ary. The  M-3000  Sunday  Press  can 
tackle  any  high-volume  printing  job 
-  catalogs,  magazines,  directories, 
promotional  pieces  or  annual 
reports.  In  fact,  the  Sunday  Tech- 
nology platform  has  so  changed 
the  direction  of  the  printing  indus- 
try that  the  M-3000  received 
GATF's  coveted  1994  InterTech 
Award  for  product  innovation,  as 
well  as  the  British  magazine  Print 
Week's  Print  Production  of  the 
Year  Award  for  1994.  Clearly,  Heidelberg  Harris  has 
reasserted  its  technological  leadership,  paving  the 
way  to  the  21  st  century. 

Heidelberg  Harris  characterizes  the  Sunday  Press 
as  a  "work  in  progress."  Competitors  are  attempting 
their  own  versions  of  the  patented  press,  but  the  com- 
pany keeps  striving  to  improve  the  pacesetting  product. 
Parker  Hannifin  continues  to  help  the  press-builder  tar- 
get areas  where  improved  design  and  more  savings 
can  be  made. 

Partnerships  with  manufacturers  such  as  Heidel- 
berg Harris  are  commonplace  for  Parker  Hannifin  and 
are  among  the  chief  reasons  for  its  preeminence  in 
motion  technology,  components  and  systems.  Parker 
serves  more  than  200,000  customers  in  more  than 
1 ,200  markets.  To  be  close  to  its  customers,  Parker 
Hannifin  operates  some  200  manufacturing  plants  and 
administrative  offices  worldwide  and  supports  more 
than  4,500  distributors. 
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Parker  helps  Heidelberg  Harris  achieve  printing  leadership 


When  printers  buy  a  state-of-the- 
art  printing  press,  they  buy  the 
whole  press  maker:  engineering, 
assembly  and  service.  That's  one 
of  the  reasons  for  the  continuing 
success  of  a  long-time  leader  in 
printing  presses,  Heidelberg 
Harris,  and  of  its  president,  Bob 
Brown. 

Bob  joined  the  predecessor  to 
Heidelberg  Harris  straight  out  of 
school  as  a  design  engineer  and 
rose  quickly  through  product 
support,  manufacturing,  and 


service.  So  he  knows  the  impor- 
tance of  each  to  customer  satisfac- 
tion. He  also  knows  the  impor- 
tance of  a  valued  supplier  like 
Parker  Hannifin. 

Parker  motion-control  technol- 
ogy is  a  part  of  nearly  every 
printing  press  Heidelberg  Harris 
makes,  including  the  revolutionary 
new  M-3000.  Parker  joined  the 
development  team  of  the  M-3000 
in  the  early  stages.  By  working 
closely  with  every  level  of  produc- 
tion, Parker  was  able  to  design  new 


lubrication  and  pneumatic  systems 
as  well  as  assembly  techniques  that 
lowered  costs  and  improved 
reliability. 

Partnerships  like  this  have 
helped  make  Parker  a  worldwide 
leader  in  the  motion-control 
industry.  For  more  information, 
write  for  our  annual  report:  Parker 
Hannifin  Corporation,  Dept.  FB- 
27,  17325  Euclid  Avenue,  Cleve- 
land, OH  44122-1290.  For  product 
information,  call  1-800-C 
PARKER  (1-800-272-7537). 


A  partnership  in  vital  technologies 


Parker 
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Vacations  are  one  thing,  but  don't  try  running 
a  business  from  the  deck  of  a  racing  sloop. 

Why  Warren  Luhrs 
gave  up  ocean  racing 


By  Philippe  Mao 

Fantasy:  You  get  your  business  work- 
ing so  well  that  you  can  leave  the 
office  for  months  at  a  stretch  to  pur- 
sue life's  other  pleasures. 

Rude  awakening:  The  business  falls 
apart  while  you're  away. 

Warren  Luhrs  lived  the  fantasy  and 
woke  up  to  the  nasty  reality.  In  1969 
Luhrs,  now  50,  and  his  older  brother 
John,  59,  started  a  boat-building 
company,  Silverton  Marine,  in  Mill- 
ville,  N.J.  Boat-building  was  in  their 
blood:  Their  great-grandfather  was  a 
ship's  chandler  near  what  is  now  New 
York  City's  South  Street  Seaport. 
Their  father  developed  a  sea-skiff 
motorboat  line,  which  he  sold  to  Ban- 
gor Punta  in  1962. 

By  1980  the  Luhrs  boys  were  sell- 
ing $35  million  a  year  worth  of 
powerboats  (sold  under  the  names 
Silverton  Marine  and  Mainship  Mo- 
tor Yachts)  and  sailboats  (under  the 
Hunter  Marine  name,  built  in  Flori- 
da). Their  relatively  rapid  success  led 
Warren  Luhrs  to  indulge  his  passion 
for  sailing.  Figuring  he  could  delegate 
responsibility  for  running  the  busi- 
ness to  others,  he  began  entering 
ocean  sailing  races  that  kept  him  away 
from  work  for  months  at  a  time.  He 
could  have  had  sales  and  other  reports 
sent  to  him  but  chose  not  to.  "I  didn't 
bother,"  he  confesses. 

Suddenly  he  woke  up.  When  Luhrs 
returned  from  a  record-breaking  80- 
day  sail  from  New  York  to  San  Fran- 
cisco via   Cape   Horn   in    1988,  he 

Warren  Luhrs  of  Morgan  Industries 
A  critical  marketing  survey  wasn't 
pleasant  reading.  "It  was  so  depressing 
it  made  me  cry." 
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scovered  that  sales  were  dropping, 
:alers  complaining  about  quality  in 
e  boats  being  turned  out  by  a  new 
am  Luhrs  had  brought  in  a  year 
Tore.  A  number  of  Luhrs'  best  em- 
oyees  had  quit.  Brother  John  didn't 
e  the  problems  in  Florida  because 
:  was  running  the  powerboat  divi- 
)ns  in  New  Jersey. 
More  bad  news.  A  market  research 
m  hired  to  survey  the  damage  re- 
>rted  that  not  only  was  Hunter  Ma- 
le losing  market  share  to  its  biggest 
.S.  competitor,  Catalina  Yachts,  but 
was  also  doing  a  poor  job  of  servic- 
g  the  customers  it  did  manage  to 


retain.  "I  remember  reading  the  re- 
port," says  Warren  Luhrs.  "It  was  so 
depressing  it  made  me  cry." 

Wiping  his  tears,  he  tossed  out  his 
manager  and  retook  the  helm.  Luhrs 
revamped  his  customer  service  opera- 
tions— installing,  for  example,  an  800 
number  for  questions  and  com- 
plaints, increasing  the  warranty  to  five 
years  from  one  year  and  asking  clients 
what  features  they'd  like  to  see  on 
future  Hunter  Marine  models.  To 
spur  sales  Luhrs  began  discounting 
his  basic  19-to-25-foot  boats  by  10% 
to  15%,  figuring  new  customers 
would  later  trade  up  to  larger,  higher- 
margin  Hunter  Marine  designs. 

Just  when  the  company's  fortunes 
were  poised  to  recover,  in  January 
1991  Congress  slapped  a  10%  luxury 
tax  on  boats:  Owners  paid  tax  on  the 
amount  that  exceeded  5100,000. 
This  piece  of  class  warfare  legislation 
scuttled  the  U.S.  pleasure  boat  indus- 
try, already  mired  in  recession;  indus- 
try sales  dropped  from  S 1 8  billion  in 
1988  to  under  Sll  billion  in  1991. 
The  Luhrs  brothers'  sales  plunged 
from  S140  million  in  1987  to  under 
S80  million. 

But  now  Luhrs  had  a  grip  on  his 
problems.  After  setting  up  a  holding 
company,  Morgan  Industries,  in  May 
1991,  he  brought  in  a  tough  new 
general  manager  who  helped  central- 
ize purchasing,  cutting  the    1,200- 


person  work  force  by  a  third,  and 
turning  Hunter  Marine  into  the  num- 
ber one  sailboat  maker  in  the  country. 
In  August  1993  Congress  repealed 
the  luxury  tax.  This  plus  a  strong 
economy  helped  pleasure  boat  sales 
recover.  Morgan  Industries'  sales  last 
year  hit  SI 35  million,  and  earnings 
were  around  S8  million,  a  rebound  of 
some  70%  from  1991.  By  compari- 
son, the  industry  overall  has  bounced 
back  only  33%  since  1991.  Warren 
Luhrs  says  Morgan's  surging  cash 
flow  will  finance  a  new  lightweight, 
high-performance  family  sailboat  he 
has  on  the  drawing  board,  as  well  as  a 


Re 


turning  from  an  80-day 
sail,  Warren  Luhrs  found  his 
company  in  deep  water. 


fuel-efficient  trawler-style  cruiser  that 
brother  John  hopes  to  introduce 
sometime  next  year. 

In  Warren  Luhrs'  office  is  a  pair  of 
muddy  leather  work  shoes  that  had 
belonged  to  his  father.  Beneath  them 
is  a  plaque  inscribed:  "Keep  your  feet 
on  the  ground."  Without  missing  the 
irony,  Luhrs  points  to  the  plaque  and 
promises  he  won't  be  planning  any 
more  extended  sailing  trips  for  a 
while.  wm 


Morgan's 
John  Luhrs 
Overseeing  the 
making  of  some 
700  powerboats 
a  year. 
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Germans  talk  of  the  need  to  encourage  technology  firms  and  create 
jobs,  but  their  treatment  of  entrepreneurs  sends  a  contrary  message. 

The  Americanization 
of  Matthias  Zahn 


By  John  H.  Christy 


Fast's 

Matthias  Zahn 
Looking  to  the 
U.S.  for  equity 
capital  for  his 
German 
company. 

LEFT: 

The  Fast  Multime- 
dia Video  Machine 
Fast  equipment: 
professional-grade 
video  editing 
on  a  PC. 
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Why  does  Europe  so  lag  the  U.S.  i 
computer  software  developmen 
Consider  the  story  of  Matthias  Zah 
and  his  majority-owned  Fast  Mult 
media  AG,  of  Munich,  Germany. 

Zahn,  37,  is  a  physicist  who  found 
ed  Fast  Electronic  GmbH  in  1985  1 
produce  hardware  to  prevent  illeg 
software  copying.  His  Hardlockseci 
rity  sold  well  in  Europe  and  the  U.S! 
but  Zahn  soon  saw  greater  opporti 
nities  in  products  that  help  compute* 
process  moving  images. 

Video  Machine,  a  desktop  vide' 
editing  system  developed  in  1992, 
now  Fast's  most  successful  produfl 
Price:  $3,200,  a  bargain  considerin 
the  package  can  substitute  for  ov 
S30,000  worth  of  studio  equipmer: 
Customers  for  Video  Machine  I 
elude  corporate  audiovisual  depart 
orients,  schools,  hospitals  and  bu<: 
nesses  like  wedding  videography. 

At  the  consumer  end,  Fast  Mull: 
media  sells  Movie  Machine,  a  plug- 
card  for  IBM-compatibles  that  allov 
viewers  to  watch  television  on  the 
res,  record  videos,  transfer  vidd 
from  their  camcorders  or  vcrs  and  c 
a  few  other  tricks.  The  basic  Mov 
Machine  board  lists  for  about  S40 
Video  Machine,  Movie  Machine  an 
other  Fa'st  Multimedia  products  ha 
won  numerous  industry  awards,  i 
eluding  Best  of  Comdex  last  year. 

Zahn's  problem:  To  make  Vidi 
Machine  compete  better  against  I 
principal  rival,  Tewksbury,  Mas: 
based  Avid  Technology,  Zahn  nee 
to  enhance  his  products  and  expai 
Fast  Multimedia's  presence  in  t 
U.S.  But  this  requires  more  capital, 
this  regard  his  German  domicile  pi 
him  at  a  distinct  disadvantage. 

Tidy- minded  German  bankers  at 
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TO  FIND  THE 
BEST  PLACE  ON  EARTH 


TO  DO  BUSINESS 
INVEST  320. 


J 


Imagine  doing  business  where 
you  can  find  all  the  suppliers,  vendors, 
wholesalers,  bankers  you  need  and  more  customers 
than  you  ever  dreamed  possible.  That's  what  it's  like 
to  have  a  business  in  New  York. 

Con  Edison  is  making  it  easier  than  ever  to 
start,  relocate  or  expand  your  business  in  New 
York  City  or  Westchester  County.  We're  offering 
reduced  energy  rates  and  rebates  for  installing 
energy-efficient  equipment.  Con  Edison  will  help 
you  find  a  suitable  location  and  inform  you  of  all  the 
different  forms  of  assistance  available  from  local 
and  state  governments. 

Invest  320  and  mail  in  the  coupon,  or  call  (212) 
460-4000  and  you'll  receive  a  free  video  tape  and 
invaluable  information  that  shows  why... New  York  is 
the  best  place  on  earth  to  do  business. 


I 1 

Yes,  I  want  to  learn  more  about  the  surprising   *-' 

business  opportunities  in  New  York  City  and 
Westchester  County.  Please  send  me  the  tape.  £  | 

Name 

Company 

Address_ 

City 


State 


Zip. 


Phone  (. 


Send  to: 

CON  EDISON  ECONOMIC  DEVELOPMENT 
P.O.  BOX  900,  NEW  YORK,  NY  10003 
I I 
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investors  shy  away  from  entrepre- 
neurs like  Zahn.  Says  Holger  From- 
mann,  managing  director  of  Berlin- 
based  German  Venture  Capital  Asso- 
ciation: "In  Germany  there  is  no  place 
for  small-cap  companies."  Since  1990 
there  have  been  271  initial  public 
offerings  in  the  U.S.  just  of  small 
computer  hardware  and  software 
companies.  Total  IPOs  in  all  industries 
for  Germany:  just  85. 

Unable  to  obtain  the  capital  he 
needs  at  home,  Zahn  set  up  Dela- 
ware-based Fast  Multimedia  Holding 
and  plans  to  offer  its  stock  to  U.S. 
investors,  probably  in  September  if 
market  conditions  are  right.  It  will 
control  the  firm's  Redwood  City, 
Calif.- based  subsidiary  and  the  Ger- 
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Ti 


dv-minded  German 
investors  shy  away  from 
entrepreneurs  like  Zahn. 


man  companies  and  their  subsidiaries. 
Zahn  will  divide  his  time  between  the 
U.S.  and  Germany.  Candidates  to 
underwrite  the  deal:  Robertson,  Ste- 
phens &  Co.,  Hambrecht  &  Quist 
and  Alex.  Brown  &  Sons. 

While  Zahn  will  move  some  of 
Fast's  130  German  workers  to  the 
U.S.,  it  is  clear  that  most  new  hires  will 
be  Americans.  "Capital  is  only  one  of 
our  considerations,"  says  Zahn.  "In 
order  to  survive  in  this  industry,  it's 
important  for  us  to  be  close  to  the 
developments  in  Silicon  Valley."  This 
is  not  good  news  for  Germany,  where 
unemployment  is  10%. 

Fast  is  not  the  first  foreign  comput- 
er company  to  be  drawn  to  the  U.S. 
for  financial  and  human  capital.  Sin- 
gapore's Creative  Technology,  best 
known  for  its  Sound  Blaster  audio 
cards  for  PCs  (Forbes  ASAP,  Mar.  29, 
1993),  raised  $58  million  in  an  IPO  in 
the  U.S.  in  August  1992.  Nor  will 
Fast  be  the  last.  Says  Seth  Ferguson, 
an  investment  banker  at  Robertson, 
Stephens  &  Co.  in  San  Francisco,  the 
firm  that  took  Creative  public:  "In 
many  cases  of  foreign  emerging 
growth  companies,  especially  tech- 
nology companies,  their  home  mar- 
ket investors  are  simply  not  as  recep- 
tive as  here  in  the  U.S."  Too  bad  for 
them.  Good  for  us.  ■■ 
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Turning,  turning. . . 


Farah  Inc.,  the  El  Paso  pants  mak- 
er, was  in  trouble  when  Richard  Al- 
lender  took  charge  in  1990.  As  the 
quality  of  its  slacks  deteriorated,  sales 
collapsed,  from  $366  million  in  fis- 
cal 1986  to  $140  million  in  fiscal 
1990.  To  save  the  company  Al- 
lender  fired  2,200  workers,  then  be- 
gan wooing  back  disgruntled  for- 
mer customers  like  Dillard  Depart- 
ment Stores.  He  also  bet  heavily  on 
a  new  line  of  wrinkle -free,  all-cotton 
casual  slacks.  By  the  end  of  his  first 
full  year  at  the  helm,  losses  were  nar- 
rowing and  Farah  was  turning  the 
corner  (Dec.  9,  1991). 

In  the  fiscal  year  ended  Nov.  4, 
Farah  earned  $10.8  million,  or  $1.16 
a  share,  on  revenues  of  $243  mil- 
lion. But  in  the  fourth  quarter  there 
were  new  signs  of  trouble:  Earnings 
plunged  59%.  Farah's  stock,  which 
rose  to  217/8  last  March  from  87/s  in 
late  1991,  has  dropped  back  to  a  re- 
cent 8. 

What  happened  to  the  turn- 
around? Competition.  Big  rivals  have 
been  taking  away  Farah  business 
with  their  wrinkle-free  products,  sup- 
ported by  heavy  ad  spending. 

In  the  spring  of  1992  Haggar 
Corp.  introduced  a  line  of  wrinkle - 
free  cotton  slacks  and  last  year  spent 
$25  million  promoting  the  line  on 
national  TV  and  in  magazines 
(Forbes,  Nov.  22,  1993).  Then,  in 
December  1993,  Levi  Strauss  & 


Co.  unveiled  its  wrinkle -resistant 
Dockers  line,  accompanied  by  a  $25 
million  media  blitz. 

But  Farah,  says  Allender,  has  not 
had  the  resources  to  spend  on  natior 
al  advertising.  He  sighs:  "With  an 
ad  campaign  two  years  ago,  there's  n 
telling  what  would  have  happened. 
You  work  with  what  you  have." 

Allender,  now  49,  is  fighting  bad 
with  a  new  strategy:  supplying  pri- 
vate-label wrinkle -free  pants  to  cus- 
tomers like  Wal-Mart  and  County 
Seat.  Private-label  business  doesn't 
require  heavy  ad  spending;  this  help; 
Allender  finance  two  new  plants — 
in  Mexico  and  Costa  Rica — that  wil; 
begin  producing  wrinkle -free  cot- 
ton later  this  year. 

Todd  Slater,  a  retail  and  apparel 
industry  analyst  at  UBS  Securities,  ex1 
pects  Farah's  earnings  to  slip  to 
around  85  cents  a  share  in  fiscal  1991 
but  then  recover  to  as  much  as 
$1.30  per  share  in  1996  on  the 
strength  of  its  private-label  busi- 
ness. But  this  doesn't  mean  Farah  is 
out  of  the  woods.  With  its  stock 
now  trading  below  its  $8.44-per- 
share  book  value,  rumors  have  been 
flying  that  Farah  might  be  acquired 
Oxford  Industries,  which  makes 
shirts  for  Tommy  Hilfiger  and  for 
Farah,  is  frequently  named  as  a  likel 
suitor.  Allender's  response  to  the 
takeover  rumors  is  a  terse  "No  corm 
ment."  -David  S.  Fondilli 


Farah  Inc. 
Chief  Executive 
Richard  Allender 
Strapped  for 
cash,  Farah 
couldn't  match 
the  huge  media 
blitzes  of  rivals 
Haggar  and 
Levi  Strauss. 
"You  work  with 
what  you  have." 
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PC  Magazine 

could  have  chosen  any 

laser  printer. 

They  chose  ours. 


Introducing  the  Brother  HL-600  Series 
Laser  Printers,  with  exclusive  Straight 
Paper  Path  Technology  that  sets  a  new 
standard  in  quality  and  value. 

If  your  next  laser  printer  doesn't  have  our 
exclusive  Straight  Paper  Path  Technology,  that  may 
put  a  wrinkle  in  many  of  your  printing  projects. 

That's  because  our  laser  printers  don't  take 
your  paper  down  a  curvy,  twisty  paper  path  like 
other  laser  printers.  So  everything  comes  out 
straighter  and  faster  (up  to  a  blazing  6  pages  per 
minute).  You'll  be  able  to  automatically  stack  and 
feed  those  troublesome  envelopes  (up  to  10  at  a  time), 
and  paper  sizes  as  small  as  2.75"  X  5"  without  having  to 
worry  about  how  they'll  look  when  they  come  out.  You 
can  print  not  only  standard  paper  stocks,  but  also 
tri-fold  brochures,  invitations, 
newsletters,  etc.  It's  like 
having  your  own  personal 
print  shop! 


Brother  HL- 630 
November  22, 1994 


Versatility  is  just  the  beginning  because  our 
Straight  Paper  Path  Technology  virtually  elimi- 
nates those  horrifying  paper  jam  glitches  that  usu- 
ally force  you  to  disassemble  your  laser  printer. 
Technologically  remarkable...  yet  remark- 
ably affordable. 

Our  HL-600  Series  Laser  Printers,  the  first  in  a 
new  family  of  quality  printers,  also  offers  other 
advanced  features  like  fast  Windows™  printing, 
Enhanced  Memory  Management  to  help  you  fly 
through  large  complex  files,  numerous  fonts,  auto 
power  save  mode  to  save  energy  costs,  microfine 
toner,  optional  Macintosh®  compatibility,  and  more.  Yet, 
unlike  other  laser  printers  with  similar  high-end  features, 
our  new  laser  printers  don't  come  with  a  high-end 

price  tag.  They  start  at  $399-   

(Yes,  laser 
fors399!) 


AVAILABLE  AT:  Office  Depot,  Staples,  Office  Max, 
Circuit  City,  Best  Buy,  CompUSA  and  other 
fine  dealers  and  retailers. 


HL-630 


HL-655M 


We're  at  your  side. 


Brother  International  Corporation,  200  Cottontail  Lane,  Somerset,  NJ  08875-6714. 

Windows  is  a  trademark  of  the  Microsoft  Corporation  Macintosh  is  a  registered  trademark  of  Apple  Computer  Incorporated  All  product  names.  tradrmarks  or  rnysUTcd  trademarks  referenced  herein  arc  the  property  of  their  respective  companies 


Heated  Mirrors  with  tilt-down 
feature.  When  reverse  gear  is 
engaged,  both  mirrors  auto- 
matically lower  to  show  what's 
directly  behind  the  rear  wheels. 

Smart  Locks  prevent  the  doors 
from  being  locked  with  the  engine 
off  and  the  key  in  the  ignition. 

Easy  Entry/ Exit  Driver's  Seat  auto- 
matically moves  back  two  inches 
when  ignition  key  is  removed. 

Memory  Profile  System  remembers 
two  drivers '  settings  for  12 
functions,  including  steering 
effort,  ride  firmness,  radio 
stations,  seat  and  mirror  positions. 

Eour-way  Lumbar  Adjustment  for 
driver  and  front  passenger.  Not 
only  inflates/ deflates  but  can  also 
be  moved  up  or  down. 

Two-way  Heated  Seats  give  driver 
and  front  passenger  the  choice 
of  cushion  and  seatback,  or  seat- 
back-only  heating,  plus  five 
temperature  settings' 

Flip-up,  Hands-free  Cellular  Phone.' 

Six-disc  Compact  Disc  Changer 
conveniently  located  inside 
the  console.' 


More  New  Ideas  r.  0 
Can  Shake  A 1  in 


LINCOLN-MERCURY  DIVISION  C^g>     Mn 


l  a  registered  U  S  trademark  of  Freudertherg  Nm 


■Optional 


Mirror- integrated  Electronic 
Compass.' 

Virtual  Image  Instrumentation. 

MicronAir'  Filtration  System 
removes  pollen  and  other  impurities 
as  small  as  three  microns. 

Adjustable  Steering  and 
Suspension  System  lets  the  driver 
choose  from  eight  different 
combinations  of  ride  firmness 
and  steering  effort. 

Delayed  Accessory  Power  allows 
operation  of  accessories  for  ten 
minutes  after  the  ignition  is 
turned  off. 

145-wattJBL  Audio  System  can 
simulate  five  different  acoustic 
environments' 


Competitors 
Board  At. 


JNew  Lincoln  Continental  surprising  innovations  to  seriously  tax  the  supply  of 

perfect  balance  of  luxury  and  technology.  Powered  midnight  oil  at  every  other  luxury-car  manufacturer.  For 

32-valve  v-8  InTeclT  System  which  goes  100,000  more  information,  call  1  800  446-8888. 

Jefore  its  first  scheduled  tune-up.  Trimmed  in  fine 

LINCOLN 

and  burl  walnut.  And  loaded  with  enough  What    A    Luxury    Car    Should    Be 


Pete  Wilson  has  made  giant  strides  in  reforminj 
California's  workers'  compensation  system, 
but  state  programs  this  corrupt 
can't  be  turned  on  a  dime. 

"The  system 
was  spinning 

out  of  control! 


U 


Insurance    investigators     repoi 

stronger  suspicions  of  mushroomin  \ 
workers'  compensation  fraud  in  Ar      \\ 


w 


t 


By  Damon  Darlin 


GOLDBERG 
&  OSBORNE 


„   INJURY 
LAWYERS 
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zona,  Nevada,  Georgia,  Texas  an 
other  states  with  rapidly  growin 
manufacturing  job  bases.  Frani 
Hinds,  a  supervising  fraud  investig; 
tor  with  the  Arizona  Department  ( 
Insurance,  says  advertisements  pai 
for  by  lawyers  and  doctors  solicitin 
workers  to  come  in  for  "free"  medic 
examinations  are  increasing  on  buse 
billboards  and  the  backs  of  phor 
books.  Some  of  these  ads  are  identic 
to  ones  that  ran  in  the  late  1980s  i 
the  Los  Angeles  area,  the  worker 
comp  fraud  capital  of  the  country. 

This  shouldn't  surprise  the  insu 

ance  fraud  squad.  Poke  a  snake  with 

stick  and  it'll  slither  off  to  some  moii 

hospitable  place.  That's  what's  goinr 

on  in  workers'  comp,  now  that  Call 

fornia  Governor  Pete  Wilson  is  pol 

ing  disability  fraudsters  i 

A  lawyer's  bi  1 1  boa  rd         his  state . 

in  Phoenix,  Ariz.  Wilson  didn't  have  muo 

Investigators  choice.  Shortly  after  he  w> 

snap  to  attention        elected  in  November  199V, 

now  when  they  workers'    comp    program 

see  such  were  costing  the  state's  enr 

advertising.  plovers  and  their  disabiliii 

i^HB  insurers  $11  billion  a  yea 

with  11%  of  the  nation^ 

jobs,  California  accountei 

for  nearly  20%  of  all  U.i] 

workers'  compensation  e 

pense.  Insurance  premium  j 

had  almost  doubled  for  ca<  ; 

penters,  to  $32  per  $100  • 

payroll.  Thousands  of  jol 

were  leaving  the  state  evec 

year. 

Recalls  Lloyd  W.  Aubnr 
Jr.,  director  of  California^ 
Department  of  Industrir 
Relations:  "The  [worker 
comp]  system  was  spinniri 
out  of  control!" 

Who  was  driving  the  sy 
tern  to  the  brink?  Lots  ■ 
people:  crooked  doctor 
venal  lawyers,  worker 
comp  judges — or  "refe 
ees" — who  have  grow 
close  to  workers'  attorne<| 
and  often  throw  the  gan 
their  way.  Through  tl 
1980s  disability  fraud  mil 
brazenly  advertised 
newspapers;  some  ev( 
bought     lists     of    laid-c 
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We've  invested  millions 
of  dollars  in  the  design  of 
something  we  hope  you'll 
never  use.  Ironic,  isn't  it? 

Fire  sprinklers  are  curious  things. 

Invest  a  lot  of  money  and  time  in  their  design  and 

engineering,  and  if  you're 

really  fortunate,  they'll 

never  be  put  to  use.  But 

if  ever  one  is  activated, 

rest    assured    that    it's 

capable  of  preventing  the 

spread  of  fire  and  minimizing  its  damage. 

We  should  know.  We've  been  leading 
the  way. in  sprinkler  technology  since  the  '80s. 
The  1880s,  that  is.  Allendale  Insurance  has  been  a 
leading  force  behind  the  development  of  modern 
sprinkler  technology  through  its  partnership  with 
Factory  Mutual  Engineering  &  Research. 

During  the  1970s,  Allendale  Insurance 

and  Factory  Mutual  developed  the  large  drop 
sprinkler,  which  greatly  limits  fire  spread  and  allows 
customers  more  flexibility  in  the  use  of  their 
warehouse  storage  space.  *#^ 


More  recently,  Allendale  led  the  way  in 
the  research  and  development  of  the  Early  Suppression 
Fast  Response  (ESFR)  sprinkler.  This  permits  higher 
storage  as  well  as  the  storage  of  more  challenging 
commodities,  usually  without  subsequent  sprinkler 
retrofitting.  Instead  of  just  controlling  high  intensity  fires, 
ESFR  sprinklers  can  actually  suppress  them,  normally 
for  half  the  cost  of  any  other  arrangement. 

And  now,  by  integrating  our 

decades  of  fire  research  with  current 
European  sprinkler  designs,  we  have 
produced  benchmark  international 
fire  protection  guidelines.  The  result? 


A    flexible    approach    which    permits 
cost-effective  use  of  any  number  of 


Si  I 


technologies  anywhere  in  the  world,      i 


■ 


Allendale  is  not  just  an 

insurance  company.  We  work  to  help  you  prevent 
property  loss,  minimize  damage,  and  reduce 
disruptions  to  your  business. 

After  all,  your  business  is  changing 

every  day.  We  are  committed  to  helping  you 
anticipate  change,  manage  it,  and  to  stay  ahead  of  it. 
That  way,  we  can  offer  our  policyholders 
solutions  for  their  particular  challenges. 


iy,4,  A 1.  lend*  if  IsMiisu,  P.O.  Box  7500,  Johnston,  Rhode  Island,  02919. 


Workers'  comp 


A  moving  target 

Percentage  above  or  below  the  national  average  cost  of  payroll 


■  H--H 


■  EH1 


TX   ME   Rl   MA  CA    FL   NY  CT   CO  NM  MN   Ml  GA   LA     IL   OR   AZ   KS    Wl    NJ   SD   UT    IN    VA 

State 

Source:  Actuarial  &  Technical  Solutions  Inc.,  Bohemia,  N.Y. 

After  California's  reforms,  workers'  comp  costs  are  only 

29%  above  a  1994  national  average  of  $5.62  per  $100  of  payroll. 

But  lower-cost  states,  like  Oregon,  Minnesota  and  Georgia,  cut  even  more. 


workers  and  used  computers  to  spew 
out  medical  reports  and  bills  on  those 
unsuspecting  workers. 

But  the  real  villains  in  the  piece 
were  California's  lack  of  resolve  to  go 
after  the  crooks,  and  ultraliberal 
workers'  comp  laws.  For  example, 
employers  were  forced  to  pay  for  ev- 
ery medical  disability  evaluation  their 
employees  (or  even  former  employ- 
ees) sought.  State  law  allowed  doctors 
to  charge  $1,000  and  up  for  even  a 
routine  examination. 

Vague  ailments  qualified  a  worker 
for  disability  benefits.  If  a  worker 
could  convince  a  doctor  he  suffered 
from  "stress,"  he  could  collect,  on 
average,  $11,389  in  workers'  comp 
benefits — even  if  the  stress  wasn't 
work-related,  and  even  if  the  worker 
was  employed  only  a  short  time.  Nat- 
urally, "stress"  claims  skyrocketed  in 
California  from  1,844  in  1981  to 
15,688  in  1991,  or  one  out  of  every 
1,000  workers,  the  country's  highest 
rate  by  far. 

The  numbers  alone  suggested  mas- 
sive abuse,  yet  no  one  seemed  to  care. 
From  1979  to  1991  California  insur- 
ance companies  reported  only  532 
incidents  of  fraud,  barely  41  a  year,  on 
average. 

With  lax  laws  and  laxer  enforce- 
ment, it  was  hardly  surprising  that 
sleazy  operators  would  milk  the  sys- 
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tern.  Robert  E.  Brennan,  New  Jer- 
sey's notorious  penny  stock  hustler, 
found  a  way  (see  box,  p.  132).  So  did 
Mark  Kaplan.  An  immigrant  from 
Ukraine  in  the  1970s,  Kaplan  was  a 
licensed  doctor  who  set  up  a  chain  of 
workers'  comp  clinics  throughout  the 
Los  Angeles  area.  Promoting  his  ser- 
vices with  bold  TV,  radio  and  billboard 


"California  was  never 

as  aggressive  as 

we  were,  and  we're  about 

to  get  aggressive  again," 

says  Kevin  Mannix, 

Oregon  state 

representative. 


advertisements,  some  of  them  prom- 
ising jobs  to  the  unemployed,  Kaplan 
lured  workers  by  the  thousands.  He 
and  the  doctors  and  chiropractors  he 
hired  would  spend  a  few  minutes 
examining  each  worker,  then  bill  the 
employers'  insurance  companies 
$1,000  or  more  per  examination. 
"The  volume  pushing  through  the 
clinics  more  than  covered  their  multi- 
million-dollar ad  budgets,"  says  Ran- 
ney  Pageler,  top  fraud  investigator  at 


Fremont  Compensation  Insurance. 

From  1989  until  1992  Kaplar 
fraud  mills  earned  an  estimated  $1 
million  to  $50  million.  Most  of  this  1 
stashed  in  foreign  bank  accoun 
meanwhile  living  in  one  of  Bevei 
Hills'  grandiose  mansions. 

To  clean  up  the  workers'  con 
cesspool,  Pete  Wilson  has  had  to  fig 
the  California  trial  lawyers  and  oth 
powerful  vested  interests  tooth  ai 
nail;  but  by  early  1993  Wilson  cou 
point  to  several  meaningful  reforn 
He  eliminated  a  formula  that  encoi 
aged  doctors  and  clinics  to  overb 
and  push  up  fees  each  year.  Tl 
single  reform  halved  fees,  saving  $3* 
million  right  off  the  bat  and  cutti: 
much  of  the  incentive  for  fraud. 

Under  another  Wilsonian  refor: 
employers'  responsibility  for  the  a 
of  a  worker's  disability  exams  w 
limited;  the  employees  themseh 
must  now  pay  for  extra  medical  eval> 
ations.  And  workers  who  claj 
"stress"  must  demonstrate  that  ti 
workplace  was  responsible  for  at  le. 
51%  of  the  stress.  Stress  claims  ; 
now  falling  26%  statewide  and  mo< 
than  50%  in  Los  Angeles. 

As  important  as  rewriting  the  lav 
Wilson  told  his  insurance  invest^ 
tors  to  start  cracking  down  on  ope 
tors  like  Mark  Kaplan.  In  late  19i 
authorities  in  Los  Angeles  Coum 
where  most  of  the  mills  operate 
raided  more  than  300  clinics.  TI 
was  the  capstone  of  a  statewide  crau 
down  that  last  year  alone  resulted; 
1,563  investigations  and  363  felc 
prosecutions,  including  Kaplar 
Last  year  he  was  convicted  of  fran 
and  will  be  stripped  of  $7.5  million 
assets  (including  the  Beverly  H 
mansion)  and  then  sent  to  prison  i 
eight  years. 

So  far,  so  good.  In  the  last  thii 
years  $2  billion  in  annual  savings  I 
been  squeezed   out  of  Caliform 
workers'  comp  system,  bringing 
annual  cost  down  to  below  $9  billi< 
Disability  insurance  premiums  h: 
dropped  35%  and  are  heading  low 
Claim  frequency  has  dropped  b; 
third.  Says  James  Little,  president 
Fremont   Compensation   Insurar. 
the  nation's  largest  private  workt 
comp  insurer:  "There's  been  a  c 
matic  and  rapid  turnaround." 

But  while  progress  has  been  ma 
don't  think  California  has  solved 
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Wm  Your  Competition  Doesn't 
Need  You  To  Fail,  Only  To  Hesitate. 

/n  early  1874,  an  inventor  named  Elisha  Gray  transmitted  a  few  faint  musical  notes  over  a 
telegraph  wire.  And  if  he  could  send  music,  then  what  next?  The  human  voice.  A  word.  Conversation. 
The  A«r  York  Times  reported  predictions  of  a  "talking  telegraph,"  and  the  public  grew  eager  for  it. 


Just  one  year  later,  Gray  believe 
connected  by  a  wire  and  a 
inexplicably,  he  didn't  put  his 
making  a  sketch,  he  waited 
office.  When  he  arrived,  Mr.  Gra; 
teacher  named  Alexander  Graham 
voice  chambers.  Connected  bv 


answer.  Tin  can-like  voice  chambers 
turn  vibrations  into  signals.  But 
two  months.  And  after  finally 
before  he  went  to  the  patent 
a  mere  two  hours  earlier,  a  school- 
the  door  with  his  own  sketch.  Of 
Grav's  and  Bell's,  were  identical. 


The  two  men  were  not. 

Corporations,  like  people,  have  simple  and  human  frailties:  they  assume,  they  wait.  Keep 
that  in  mind  when  you  look  at  how  your  company  manages  logistics  and  freight  transportation. 
Today,  it  can  cost  up  to  35%  of  your  gross  sales.  Have  you  committed  to  intermodal  yet?  Or  is  it 
still  a  plan?  An  intention? 

We're  the  only  transportation  company  in  the  country  with  truck,  rail,  and  terminal  oper- 
ations spanning  all  of  North  America.  And  as  intermodal  becomes  less  a  choice  and  more  an 
imperative,  companies  like  yours  are  building  their  future  with  us.  The  most  aggressive  want 
long-term  contracts.  From  a  partner  that's  focused  on  intermodal,  in  control  of  the  nation's 
most  extensive  network,  and  able  to  create  the  value  you  need  to  compete. 

If  you'd  like  to  learn  more,  we  encourage  you  to  use  what  was  known  for  nearly  a  century 
as  "Ma  Bell"' — and  not  "Ma  Gray" — merely  because  one  man  unearthed  his  sense  of  urgency 
too  late.  Our  number  is  1-800-279-6779.  And  now  is  an  excellent,  even  perfect,  time  to  call. 


INTERMODAL 


■>X  IntermodiJ.  Pan  of  the  CSX  global  tramporution  network. 


Workers'  comp 


workers'  comp  problem.  The  disease 
was  allowed  to  fester  for  so  long  that  it 
will  be  years  before  the  program  can 
be  reduced  to  a  reasonable  size.  Says 
William  Molmen,  general  counsel  for 
San  Francisco- based  California 
Workers'  Compensation  Institute,  an 
insurance  industry-funded  think 
tank:  "No  one  feels  the  [California] 
legislature  has  done  a  complete  job." 

Consider  some  comparisons  with 
states  that  compete  with  California 
for  jobs.  At  about  $4.50  per  $100  of 
payroll,  Arizona's  workers'  comp 
costs  are  two-thirds  of  California's 
$7.25  per  $100  (see  chart,  p.  130). 
Oregon  has  dropped  its  costs  25% 
since  1992,  to  an  estimated  $3.75  per 
$  1 00.  A  new  bill  now  under  consider- 
ation in  Oregon  would  cut  costs  fur- 
ther by  squeezing  more  lawyers  out  of 
the  system.  "California  was  never  as 
aggressive  as  we  were,"  says  Kevin 
Mannix,  an  Oregon  state  representa- 
tive, "and  we're  about  to  get  aggres- 
sive again." 

California  officials  boast  that  a  basic 
medical  evaluation  costs  $500,  in- 
stead of  as  much  as  $1,500  before 
Wilson  started  cracking  down.  That's 
progress.  But  in  New  Mexico  the  top 


price  is  $1 1 1 .50 — and  New  Mexico  is 
no  paragon  of  low  workers'  comp 
costs.  An  efficient  California  doctor 
processing  workers'  comp  cases  can 
still  earn  $1  million  a  year  more  than 
he  could  in  other  states,  without  re- 
sorting to  fraud. 

Another  huge  problem  for  Califor- 
nia: lawyers.  Lawyers  get  involved  in 


Poke  a  snake  with  a  stick 
and  it'll  slither  off 
to  some  more  hospitable 
place.  That's  what's 
going  on  in 
workers'  comp. 


nearly  half  of  all  workers'  comp 
claims.  Compare  this  with  about  21% 
in  Michigan  or  7%  in  Arizona.  Work- 
ers' comp  litigation  expenses  in  Cali- 
fornia have  been  growing  at  22%  a 
year  and  are  now  nearly  $2  billion — 
that  means  around  20  cents  of  every 
dollar  an  employer  pays  for  workers' 
comp  ends  up  in  a  lawyer's  pocket. 


Needless  to  say,  with  $2  billion  i 
stake,  the  lawyers  are  fighting  disabi 
ity  reform  efforts  through  their  trad 
group,  the  California  Applicants'  Ai 
torneys  Association,  who  share  lobb) 
ists  with  the  California  Trial  Lawyei 
Association,  a  major  contributor  t 
California  politicians. 

If  "stress"  claims  are  no  longer  tr 
gold  mine  they  were  in  the  1980s,  tr 
mother  lode  now  is  hard-to-dispro\ 
"soft-tissue  injuries"  like  carpal  tur 
nel  syndrome  (supposedly  from  rr 
petitive  activities  like  typing)  or  refk 
sympathetic  dystrophy,  which  caul 
burning  pain  in  the  hands  or  fee 
Standards  of  diagnosis  and  treatmei 
for  soft-tissue  ailments  are  ambigi 
ous,  inviting  lawyers  to  argue  and  ru 
up  bills. 

The  California  Insurance  Commii 
sion  is  currently  tracking  76,000  su. 
picious  workers'  comp  claims  am 
watching  4,000  doctors  and  lawyei 
who  have  handled  at  least  10  suspe 
claims  each.  Insurance  companies  ajj 
reporting  about  650  suspicious  cas' 
a  month.  Sighs  Gaiy  Hernandez,  ti 
commission's  chief  of  enforcemen 
"Workers'  comp  fraud  is  alive  aril 
well  in  California." 


Like  a  fly 
to  honey 


As  honey  attracts  flies,  so 
Robert  E.  Brennan  was  un- 
able to  resist  the  money 
to  be  milked  from  Califor- 
nia's workers'  compensa- 
tion system.  Brennan,  of 
course,  ran  First  Jersey 
Securities,  the  notorious 
penny  stock  firm,  until  he 
sold  it  in  1987.  He  got  out 
after  the  Securities  &  Ex- 
change Commission  filed 
civil  charges  of  fraud 
against  him. 

Brennan  is  currently 
defending  himself  against 
those  charges. 

In  1992  Brennan  and 
several  Los  Angeles -area 
doctors  converted  a  shell 
company  called  CCC  Fran- 
chising Corp.  into  Prime- 
dex  Health  Systems,  Inc. 


Its  mission:  to  run  clinics 
in  California. 

Primedex  also  operates 
RadNet,  a  chain  of  medical 
imaging  centers. 

Brennan  and  Primedex 
were  never  subtle.  A  televi- 
sion ad  for  Primedex's 
"Injury  Central"  affiliate 
demanded  of  Los  Ange- 
les-area workers:  "Are  you 
treated  like  a  machine  at 
work?  Machines  break 
down."  Then  the  ad  got 
to  the  point:  "Get  all  the 
medical  and  monetary 
benefits  you  are  entitled  to. 
At  no  cost  to  you!"  A  toll- 
free  number  designed  to 
link  aggrieved  workers 
with  doctors  and  lawyers 
flashed  on  the  screen  the 
entire  time. 

The  stock  hit  a  high  of 
$8.75  a  share  in  mid- 1992, 
valuing  the  company  at 
over  $250  million.  Savs  Ed- 


ward Feldman,  deputy 
district  attorney  for  Los 
Angeles  County's  work- 
ers' comp  fraud  unit,  refer- 
ring to  the  fees  charged 
for  workers'  comp  exami- 
nations by  outfits  like  Pri- 
medex: "It's  hard  to  match 
$1,300  for  six  minutes' 
work." 

For  1992  Primedex  re- 
ported earnings  of  $18.5 
million,  on  net  revenues 
of  $24.7  million.  But  then 
California  Governor  Pete 
Wilson  began  cracking 
down  on  workers'  com- 
pensation fraud  (see  story). 
For  1993  Primedex  re- 
ported a  loss  of  nearly  $50 
million. 

Last  year,  after  it  closed 
down  its  workers'  comp 
business,  the  net  loss  was 
$20.9  million.  Fraud  squad 
investigators  raided  Pri- 
medex Health  offices  in 


California  in  late  1992.  A\ 
Los  Angeles  grand  jury 
sought  more  documents  i 
in  March  1993. 

Last  June  investigators^ 
raided  offices  in  Los  Ang^ 
les,  New  Jersey  and  New*1 
York  looking  for  evidence 
in  a  broader  investigation^ 
of  securities  and  tax  frauo| 
grand  theft  and  criminal 
conspiracy. 

No  charges  have  been 
filed,  and  Primedex's  law.i| 
yers  deny  any  wrongdo- 
ing. But  the  case  is  still  u. 
der  investigation. 

Primedex's  stock  now 
sells  for  less  than  50  centil 
share.  Bob  Brennan?  He 
knows  when  the  tides  tui 
Brennan  agreed  in  princi 
pie  to  sell  10  million 
shares — 26%  of  the 
company — worth  about 
$10  million,  in  August 
last  year.  -D.D.  I 
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('Give  me  versatility  and  power, 
and  see  how  far  I  can  go." 
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"There  are  enough  challenges  in 
operating  a  small  business. . .  my  phone 
system  shouldn't  be  one  of  them!' 

Up  till  now,  phone  systems  for 
small  businesses  could  be  limiting. 
But  with  the  NEC  NEAX®2000  IVS, 
small  businesses  can  finally  obtain 
the  versatility  and  power  they  need 
to  grow  into  big  businesses.  Its 
connectivity  features  allow  extensive 
integration  with  the  user's  desktop 
computer,  computer  network,  and 
other  information  processing  devices. 
And  when  your  employees  have 
almost  instantaneous  access  to 
information,  so  can  your  customers. 

But  beyond  versatility  alone,  the 
NEAX2000  IVS  provides  PBX  power 
rarely  found  in  small  business  phone 
systems. .  .the  power  to  handle 
sudden  influxes  of  calls  efficiently 
and  effortlessly,  while  enhancing 
employee  productivity. 

If  a  phone  system  with  capabilities 
this  advanced  is  surprising,  then 
consider  it's  from  NEC,  a  leader  in 
communications  technology  for  over 
90  years.  And  that  level  of  expertise 
can  help  your  business  reach  its  full 
potential. 

For  more  information  on  how  the 
NECNEAX2000IVS  |- 
can  give  your  small 
business  a  big  edge  on 


^TEAM-NEC 
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Baldor  Electric  may  be  small, 
but  it's  strong  for  its  size. 

Powerhouse 


By  R.  Lee  Sullivan 

With  sales  last  year  of  $418  million, 
Baldor  Electric  Co.  is  a  pygmy  among 
giants.  Baldor  makes  electric  motors 
that  power  pumps,  fans,  conveyor 
belts  and  all  the  other  automated 
components  that  keep  modern  fac- 
tories humming.  It  competes  success- 
fully against  much  larger  firms:  Reli- 
ance Electric,  Emerson  Electric  and 
General  Electric. 

But  what  Baldor  lacks  in  size  it 
more  than  makes  up  for  in  flexibility 
and  profitability.  Last  year  net  income 
reached  a  record  $26  million  ($1.39 
per  share).  Per  dollar  of  sales,  this  was 
nearly  twice  as  much  as  $1.6  billion 
(revenues)  Reliance  Electric  earned, 
and  almost  as  much  as  splendidly 
managed  Emerson  Electric  earned 
(Forbes,  A  ug.  1). 

Based  in  Fort  Smith,  Ark.,  Baldor  is 
one  of  those  companies  that  do  sever- 
al things  very  well.  "Instead  of  worry- 
ing about  the  numbers,  we  work  to 
build  good  relationships  with  our  em- 
ployees, shareholders  and  custom- 
ers," says  Chairman  Roland  Boreham 
Jr.  "If  you  have  good  relationships, 
you  can  weather  the  bad  times." 

Union-free  Baldor  hasn't  laid  off 


any  workers  at  its  main  plants  since 
1962 — and  Boreham  wasn't  about  to 
break  that  record  when  the  1991 
recession  arrived.  As  Baldor's  custom- 
ers started  shutting  down  their  fac- 
tories, Boreham  used  the  slack  time  to 
increase  inventory  and  expand  the 
product  line.  Not  a  pink  slip  went  out. 
When  the  economy  recovered,  Baldor 
was  ready  with  product.  Sales  have 
climbed  by  46%  since  1991,  operating 
margins  from  7%  to  12%. 

Boreham  takes  care  of  his  custom- 
ers by  making  sure  they  can  get  the 
motors  they  need,  when  they  need 
them.  Baldor's  warehouses  turn  or- 
ders around  overnight  for  many  of  the 
motors  it  has  in  stock,  and  it  has 
plenty — the  company's  11  U.S.  fac- 
tories make  a  staggering  4,000  differ- 
ent electric  motors  ranging  from 
l/50hp  to  700hp. 

If  a  customer  needs  a  motor  that's 
not  in  the  catalog,  he  won't  have  to 
wait  long.  After  75  years,  Baldor  has 
over  20,000  different  specifications  in 
its  database.  Says  Chief  Executive 
Robert  Quails:  "Odds  are,  we've  al- 
ready designed  80%  of  the  motor  the 
customer  wants." 


Baldor  Chairman 
Roland  Boreham 
With  4,000 
different 
electric  motors 
in  stock  and 
overnight 
delivery  seven 
days  a  week, 
customers  keep 
coming. 
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One  broken  motor  can  easily  sh 
down  an  entire  factory,  so  when 
Baldor  customer  needs  a  motor 
often  needs  it  yesterday.  Baldor's  i 
ventory  system  responds  well  to  su 
emergencies.  The  inventory — typic 
ly  around  $50  million  worth- 
housed  in  31  warehouses  scatter 
across  the  country.  Baldor  owns  t 
inventory,  but  each  facility  is  own 
and  operated  by  an  independent  B 
dor  sales  representative  who  is  in  cc 
stant  contact  with  other  reps  arou 
the  country. 

This  amounts  to  an  extremely  fle 
ble  and  deeply  stocked  distributi 
network.  An  example:  One  Saturc 
last  summer  Clark  Equipment's  su 
sidiary  in  Fargo,  N.D.  lost  a  20 
motor  on  its  small -bulldozer  prodt 
lion  line,  idling  the  plant.  Baldor's  i 
in  Minneapolis,  Leslie  Anderson,  w 
services  Clark,  didn't  have  the  moi 
in  stock,  but  his  computer  told  h 
that  the  Cincinnati  rep,  Gene  Pap 
did.  Papet's  people  overnighted 
3 00 -lb  motor  to  the  customer,  gj 
ting  the  plant  up  and  running 
Sunday.  "We  don't  have  a  competi 
that  has  that  kind  of  inventory 
beams  Anderson. 

Visit  any  of  Baldor's  largest  f 
tories  and  this  will  strike  you:  1 
prior  day's  closing  price  of  Baldc 
stock  is  posted  daily  on  the  factorr 
floors.  That's  to  remind  the  worki. 
that  a  portion  of  their  pay  is  based; 
profit  sharing  and  stock  options,  a. 
to  encourage  them  to  keep  look\ 
for  ways  to  increase  productivity. 

At  a  recent  27,  Baldor's  stock  s<s 
for  16  times  the  $1 .70  per  share  A' 
Edwards  &  Sons  analyst  Kent  Nt 
comb  forecasts  Baldor  will  earn  t 
year.  But  Roland  Boreham  says  I 
dor's  sales  should  hit  $1  billion  by 
year  2000.  If  productivity  contin 
to  improve,  Baldor  could  m; 
around*  $100  million  on  such  a  s? 
volume,  over  $5  a  share. 

The  prospects  make  Baldor  an 
tractive    takeover    target;    after 
Rockwell       International       recei 
bought  out  Reliance.  Boreham 
mits  he's  had  inquiries,  but  noth 
hostile.  He  contends  a  new  owa 
would  probably  run  Baldor  into 
ground  by  cutting  worker  train 
programs  and  skimping  on  qual 
"That's  what  made  us  successful 
the  first  place!"  he  brisdes. 

Forbes  ■  March  13,  1' 


PERFORMANCE  ARTIST 


Ricoh  transforms  color  copying  into  an  art  form. 

Introducing  the  world's  most  efficiently  designed 
digital  color  copier- the  RICOH  NC5006.  Its  palette 
of  capabilities  will  astound 
you.  Like  the  world's 
fastest  first  copy -15 
seconds.  The  world's 

1  -  8  0  0  -  6  3  -  R 

L994  Ricoh  Corporation 


THE     NAME    TO     KNOW 


KICOH 


smallest  toner  particles  -  for  the  highest  quality  color 
copies.  And  the  world's  first  Display  Editor  -  for 
unmatched  editing  creativity.  The  NC5006  is  truly  a 
masterpiece  of  technology. 

For  a  private  showing, 
call  1-800-63-RICOH  and 
we'll  send  you  a  free  video. 


Waal  Copter  and  Fax 
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Are  you  too  old  for  river  rafting  and  looking 
for  a  trendy  way  to  entertain  customers? 
Have  you  tried  cooking  school  lately? 

Let's  make 
sausage  together 


By  Suzanne  Oliver 

Pinned  against  the  kitchen  wall  of 
Los  Angeles'  Patina  restaurant,  Ste- 
ven Jacobson  was  in  heaven.  The  rush 
was  on.  Ten  cooks  and  assistants 
toiled  at  high  speed,  and  Patina's 
fearsome  German  chef,  Joachim  Spli- 
chal,  was  yelling  for  dishes.  "How 
long  until  the  scallop  roll?  The  oxtail? 
Okay,  we're  up  in  30  seconds!" 

Unhappy  with  a  white  bean  puree 
with  pig's  knuckles  and  lobster  sauce, 
Splichal  tossed  the  whole  plate  aside 


and  ordered  a  new  one.  "It  was  mag- 
nificent," coos  Jacobson. 

Jacobson,  58,  isn't  a  Los  Angeles 
health  inspector.  He  owns  a  landscap- 
ing and  janitorial  services  company  in 
Los  Angeles.  He  was  watching  in  the 
kitchen  with  Splichal  because  he  loves 
good  food  and  because  Patina  is  his 
favorite  restaurant.  To  add  to  his  food 
lore,  Jacobson  joined  tens  of  thou- 
sands of  Americans  and  bought  a 
cooking    school    course — in    Jacob- 


Steven  Jacobson  (left)  with  chef  Joachim  Splichal 

For  $1,250  you,  too,  can  spend  a  day  in  Patina's  kitchen. 
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son's  case,  he  and  a  friend  paid  $  1 ,25 
for  A  Day  in  Patina's  Kitchen.  Tr 
course  began  by  inspecting  rai 
mushrooms  at  the  Grand  Centr 
Market  in  downtown  Los  Angeli 
with  Splichal  at  6:30  a.m.,  and  ende 
with  a  five-course  dinner  for  eight.  1 
between,  Jacobson  watched  Splich 
and  his  helpers  prepare  food  at  Patin 
and  was  even  allowed  to  roll  up  bits  ■ 
rabbit  in  thinly  sliced  potatoes  th 
were  then  inspected  closely  by  tl 
sous-chef  and  served  as  a  restaurai. 
appetizer.  "If  I  had  the  time,  I  wou. 
do  it  again,"  says  Jacobson. 

Cooking  courses  have  becon 
some  of  America's  boomingest  buj 
nesses.  Measured  in  dollars,  mez 
eaten  in  restaurants  have  been  fir 
since  1988,  but  enrollments  in  no? 
professional  cooking  schools  are  u 
over  50%  since  1990,  according 
Dorlene  Kaplan,  author  of  The  Gui 
to  Cooking  Schools.  Kaplan,  who  r 
ports  sales  of  her  book  have  quint 
pled  since  its  first  printing  in  198 
says  there  are  more  than  700  decen 
to-excellent  cooking  schools  in  tli 
U.S.  now,  and  estimates  they  take 
roughly  1.5  million  pupils  a  yea 
Gross  revenues,  maybe  $55  milliom 

The  foreign  business  is  explodini 
too.    Kaplan   reports    that   oversee 
cooking  school  vacations  taken 
Americans  have  nearly  doubled  sinii  I 
1990.  Paris'  Le  Cordon  Bleu,  whin 
charges  about  $880  for  a  one -wee  rough 
course,  is  more  popular  than  ever,  i  mic 

Wasn't  there  a  cooking  scho  ij 
boom  back  in  the  early  1970s?  Y«', 
but  that  one  was  fueled  by  bor-rloolsinC 
housewives.  Today's  students  a ;!  Whv  the 
mostly  working  men  and  women,  aii|  i  It  fa 
the  classes  are  generally  offered  <  I  ing  babv 
weeknights  and  weekends.  "In  tl  mid  rathe 
1980s,  90%  of  our  classes  were  durii 
the  day,"  says  Rebecca  Ets-Hokkfc, 
owner  of  Home  Chef  Cooki: 
School  in  San  Francisco.  "Now 
only  have  one  daytime  class  a  week 
Ets-Hokin  recently  held  classes  i 
several  Tiffany  &  Co.  sales  represent  3 
tives  and  has  just  expanded  her  opei 
tion  to  a  second  location. 

"We  never  used  to  be  able  to  sell 
Friday  night  course,  but  now  wee  n 
sold   out,"   confirms   Peter   Kurr   itfe. 
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owner  of  Peter  Kump's  New  Yo 
Cooking  School  in  Manhattan.  Kur 
charges  $425  for  a  five-course  ser 
and  runs  around  5,000  people  a  y* 
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At  Tante  Marie's 
Cooking  School 
n  San  Francisco 
employees  and 
customers  of 
Facs  for  Offices 
cook  up  a  feast 
Bon  appetit! 
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ie-w  ough  his  school.  Annual  revenues, 
no  million.  Business  is  so  good  that 
mp  is  expanding  his  school  in 
inhattan  and  has  plans  to  build 
\  bo  tools  in  Chicago  and  Pittsburgh. 
iVhy  the  sudden  interest  in  cook- 
;?  It  fits  into  the  lifestyle  of  the 
ng  baby  boomers,  many  of  whom 
uld  rather  spend  time  in  the  kitch- 
edui  than  at  the  gym.  A  related  possible 
H  Sanation:  University  of  Pennsylva- 
anthropologist  Sol  Katz  notes  that 
million  Americans  quit  smoking 
h  year.  Their  taste  buds  are  rejuve- 
ed  and  their  appetites  stimulated. 
hey  will  fill  their  mouths  one  way 
the  other,"  says  Katz. 
ATiatever  the  reasons,  many  of  the 
v  students  at  the  cooking  schools 
n  out  to  be  business  people  who 
Id  x  discovered  cooking  courses  as  a 
y  to  entertain  their  customers — it's 
it  than  rafting  the  Colorado  River, 
ire  interesting  than  another  round 
golf.  Most  cooking  school  class- 


rooms are  less  formal  than  a  restau- 
rant, and  cooking  a  meal  requires 
cooperation  among  group  members. 
Like  golf,  this  is  quality  selling  time, 
and  unlike  golf,  rarely  is  anyone  sig- 
nificantly better  at  cooking  than  any- 
one else  in  the  group.  Moreover,  the 
cost  is  little  more  than  the  cost  of  a 
restaurant  dinner.  Depending  upon 
the  menu  and  wine  you  choose,  a 
special  event  at  a  cooking  school  costs 
between  $60  and  $100  per  person  for 
a  meal,  including  appetizer,  entree 
and  dessert. 

"If  my  clients  wanted  to,  they 
could  be  entertained  at  restaurants 
every  night,"  says  Craig  Branigan, 
president  of  Young  &  Rubicam  in  San 
Francisco.  Branigan  wanted  some- 
thing different.  Last  fall,  after  winning 
the  advertising  business  of  Golden 
Grain,  maker  of  Rice-A-Roni,  Brani- 
gan organized  a  cooking  class  for  30 
at  San  Francisco's  Tante  Marie's 
Cooking  School.  The  ad  executives 
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and  clients  brought  their  spouses  and 
broke  into  teams — one  for  the  appe- 
tizer, another  for  the  main  dish,  and 
so  on.  They  composed  a  Mediterra- 
nean dinner  of  salt  cod  fritters,  egg- 
plant caviar,  lamb  tagine,  couscous 
and  orange  chocolate  biscotti. 
"There  was  a  great  feeling  of  accom- 
plishment," says  Branigan.  Cost  for 
the  evening's  entertainment:  $1,800, 
not  including  wine. 

When  John  Pollart,  a  stock  sales- 
man at  New  York's  Sanford  C.  Bern- 
stein &  Co.,  was  considering  new 
ways  to  entertain  clients  and  friends, 
he  bought  a  series  of  five  cooking 
courses  at  La  Cuisine  Sans  Peur  in 
Manhattan  for  $1,500.  Each  course 
included  an  Alsatian  menu  with  wine 
for  four  guests. 

In  a  small  Upper  West  Side  apart- 
ment, chef  Henri- Etienne  Levy  daz- 
zled Pollart  and  his  guests  with  his 
chopping,  sauteing,  sauces  and  hints 
on  preparing  gratins,  rack  of  lamb  and 
pineapple  cake.  "It  is  a  great  way  to 
entertain,"  says  Pollart.  "You  don't 
have  to  shop  or  clean  up.  You  just  eat, 
and  hopefully  learn  something." 

Cooking  together  breaks  down 
barriers.  "You  should  see  four  strang- 
ers making  sausage  together,"  says 
Donna  Compaglia,  vice  president  of 
San  Francisco -based  office  furniture 
vendor  Facs  for  Offices.  Compaglia 
takes  different  employees  and  cus- 
tomers from  companies  including 
Levi  Strauss,  Genentech  and  Bank- 
America  to  a  cooking  course  at  Tante 
Marie's  each  month. 

Meals  don't  always  come  together 
flawlessly  when  amateurs  are  at  the 
stove.  At  a  recent  class,  Compaglia's 
group  calmly  ate  their  dessert  of  choc- 
olate truffles  while  the  appetizer  team 
still  struggled  to  complete  the  mush- 
room turnovers.  And  consultants  at 
San  Francisco's  Axiom  recall  with  a 
chuckle  the  night  their  vice  president 
of  marketing  burned  the  pita  to  a 
charcoal-colored  crisp  at  a  team- 
building  event  at  Tante  Marie's.  "It 
was  the  only  job  he  had  to  do," 
marvels  Axiom's  Brian  Bouren. 

Does  this  boom  have  legs?  Almost 
certainly.  A  sign  of  the  times:  The 
Scottsdale,  Ariz,  branch  of  the  famous 
John  Gardiner's  Tennis  Ranch  just 
added  a  cooking  school.  Explains 
General  Manager  Adnan  Bizri:  "Ten- 
nis is  not  growing."  Cooking  is.    wm 
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"Hello,  room  service?  I'd  like  an  order  of  dog  biscuits, 
some  mineral  water  and  a  side  order  of  Alpo." 

Dogs 

very  welcome 


By  Lisa  Gubernick 

Chicago  insurance  executive  Arnold 
Pritsker  doubles  over  laughing  when 
he  tells  this  story: 

Less  than  an  hour  after  checking  in 
at  the  Four  Seasons  Hotel  in  George- 
town some  months  back,  Pritsker  an- 
swered the  door  to  admit  a  room 


service  waiter  carrying  a  silver  tray. 
Pritsker  noticed  the  tray  held  dog 
biscuits  and  some  bottled  water. 
Slight  mixup.  Seems  the  tray  was  in- 
tended for  Daisy,  a  two-year-old  Lha- 
sa Apso  who  had  just  checked  into  the 
hotel  along  with  her  owner  (and  Prit- 


Daisy  and  her  keepers  at  the  Chicago  Ritz-Carlton 
Extending  four-star  service  to  the  four-legged  set. 
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sker's   friend)   Christopher   Bchnk 
who  was  staying  in  a  nearby  room. 
Pritsker     stops     laughing     lor 
enough  to  advise  everyone  staying 
luxury  hotels  these  days  to  check  the 
room  service  deliveries  carefully  b 
fore   eating,   and  for  good  reaso 
More  posh  hotels  are  now  payir 
almost  as  much  attention  to  the 
canine  guests  as  to  their  human  one 
gladly  accepting  four-legged  clien 
and  lavishing  them  with  all  sorts 
four-star  services. 

The  reason  has  little  to  do  wi 
affection  for  animals  and  everythir 
to  do  with  marketing.  "We're  n 
sponding  to  a  trend,"  says  Sus; 
Moore,  who  heads  up  public  relatio 
at  the  Ritz-Carlton,  a  Four  Seaso 
hotel  in  Chicago.  "People  are  travt 
ing  more  with  all  family  membe) 
including  their  pets.  We'd  rather  th! 
all  stay  with  us  than  stay  elsewhere. 
While  the  Chicap 
Ritz  has  always  accep 
ed  pets  as  guests, , 
now  welcomes  thei 
showering  them  wi! 
almost  as  many  perks 
favored  corporate  cu 
tomers.  The  hotel's  I! 
Recognition  Progra 
tracks  of  all  gues 
pets'  visits  to  the  hot' 
On  each  visit  a  new  gi 
awaits — a  linen-co 
ered  pillow,  a  squea 
rubber  toy  or  persom 
ized  dog  biscuits 

For  cats,  the  Riti 
"Gour-r-r-met"  roc» 
service  menu  offers 
let  of  tuna  "Choppi 
Charlie"  ($8)  and  sis 
orders  of  anchovies ; 
$2.50  a  pop.  Dogs  ■ 
dering  from  the  met 
can  opt  for  chopped 
let  mignon   ($12) 
grilled  chicken  brea 
($6).  An  on-site  kem 
provides  grooming 
moment's  notice.  Aiv 
of   course,    the    cc*  iiMercer 
cierge  is  available 
taking  your  pooch  fc 
stroll  down  Michij 
Avenue,  at  $5,  for  ' 
long  as  it  takes  to  ct 
duct   their   busines 
says  Moore. 

I  \ 
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OU  CAN'T 
SHRINK 


to  greatness. 


reat  downsizing  as  an  end  in  itself  and  it  probably 
be.  Aside  from  the  negative  effect  it  has  on  company 
ale,  recent  research  has  shown  that,  over  the  long  term, 
^t  companies  who  downsize  to  increase  shareholder 
e  are  unsuccessful  in  their  quest. 

t  Mercer  Management  Consulting,  we  believe  in  a  very 
:rent  kind  of  strategy.  It's  called  growth.  Call  us  radical, 
the  plain  fact  is  that  shrinking  without  a  plan  for 
M  wth  is  like  training  hard  and  never  running  the  race. 
>wth  generates  positive  momentum  and  creates  a 
:wed  sense  of  purpose. 


Mercer  is  dedicated  to  helping  companies  create  and 
implement  realistic  strategies  for  profitable  growth.  An 
approach  which  is  not  only  much  more  motivational  than 
shrinking,  but  is  also  proven  to  offer  the  highest  leverage  in 
creating  shareholder  value.  To  receive  Mercer's  commentary, 
Pathways  to  Growth,  or  to  see  the  proof,  call  Rob  Duboff, 
Director,  at  (617)  674-3355. 

MERCER 

Management  Consulting 

BASED  ON  REALITY. 
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MARKETING 


The  Four  Seasons  in  San  Francisco 
offers  its  canine  guests  a  bowl  of  water 
with  fresh  mint  leaves  and  a  side  order 
of  Milk  Bones  upon  arrival.  The  Four 
Seasons  Boston  even  keeps  a  veteri- 
narian on  call.  "By  offering  these 
services  we  can  differentiate  our- 
selves," says  Nicola  Blazer,  spokes- 
woman for  Four  Seasons  hotel  group. 

The  services  are  relatively  inexpen- 
sive to  provide,  and  the  Four  Seasons 
figures  that  guests  with  pets  spend  an 
average  of  $12  more  per  visit  when 
they  bring  an  animal.  Freebies  like 
squeaky  toys  and  bottled  water  cost 
the  Chicago  Ritz  $5  to  $8  per  dog, 
according  to  the  Ritz's  Susan  Moore, 
while  the  grooming,  room  service  and 
walking  essentially  pay  for  themselves. 

And  it's  not  like  the  lobby  is  being 
overrun  with  animals.  According  to 
the  Travel  Industry  Association  of 
America,  about  6%  of  Americans  took 
their  dogs  on  trips  of  50  miles  or  more 
(just  1%  took  their  cats),  a  good  bit 
more  than  actually  ended  up  at  the 
Ritz.  Moore  figures  only  about  2  of 
the  431  rooms  in  the  Chicago  Ritz 
generally  have  pets  in  them. 

There  are  dissenters  to  this  trend. 


On  each  visit  a  new  gift 
awaits— a  linen-covered 
pillow,  a  squeaky  rubber  toy 
or  personalized 
dog  biscuits. 


The  Ritz -Carlton  in  St.  Louis  refuses 
all  four-legged  guests  except  Seeing 
Eye  dogs.  "The  money  and  the  time 
required  to  clean  a  room  where  a  pet 
has  stayed  does  not  make  it  profitable 
for  us  to  extend  that  option  to  our 
guests,"  sniffs  Amy  Bocklage,  who 
handles  public  relations  there. 

But  in  the  highly  competitive  luxu- 
ry-hotel business,  Bocklage  may  soon 
find  herself  in  the  minority.  "Wel- 
coming a  guest's  pet  is  a  way  of 
projecting  an  image,"  says  Roger 
Cline,  worldwide  director  for  the  hos- 
pitality consulting  services  at  Arthur 
Andersen.  "It  says,  'There  is  nothing 
you  could  possibly  ask  for  that  we 
could  refuse.  Tell  us  what  you  want 
and  so  it  shall  be.'  If  that  means 
pandering  to  animals,  so  be  it."     M 
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What  were  those  funny  things  on  players'  noses 
during  the  Super  Bowl?  Medical  equipment  maker 
CNS,  Inc.  is  glad  you  asked. 

Nose  jobs 


By  Ann  Marsh 

While  Pepsi,  Nike  and  others 
coughed  up  $1  million  for  each  of 
their  30-second  Super  Bowl  XXIX 
spots  in  January,  the  game's  upstart 
winner  in  the  image  category  was 
$9.9  million  ( 1994  sales)  CNS,  Inc.  A 
medical  equipment  maker  from 
Chanhassen,  Minn.,  CNS  didn't  spend 
a  cent  on  commercials.  It  didn't  need 
to:  Its  product  was  constantly  flashed 
before  750  million  TV  viewers. 

CNS  makes  Breathe  Right,  a  stiff, 
butterfly-shaped  adhesive  strip  that 
gently  pulls  open  the  sides  of  the  nose, 
improving  breathing  by  30%.  Sold 
over-the-counter  at  about  $5  for  ten, 
Breathe  Right  relieves  congestion  and 
allows  easier  breathing  during  exer- 
tion. But  don't  take  CNS'  word  for  it. 
San  Francisco  49ers  wide  receiver  Jerry 
Rice,  San  Diego  Chargers  running 
back  Natrone  Means  and  at  least  a  half- 
dozen  other  players  wore  CNS'  strips, 
giving  the  product  invaluable  endorse- 
ments and  better  billboard  display 
than  Budweiser's  blimp. 

Most  viewers  didn't  know  what  the 
strips  were  nor  who  made  them.  But 
CNS  is  now  taking  care  of  that.  It  has 
signed  the  49ers'  Rice  to  a  three-year 
contract  (with  stock  options)  to  tout 
the  product's  benefits  in  a  television 
and  print  campaign.  "I  can  get  more 
air  to  my  muscles  [with  Breathe 
Right],"  enthuses  Rice  to  Forbes.  "It 
really  opened  everything  up  for  me  so 
I  could  breathe." 

Started  in  1982,  CNS  has  been  a 
moneylosing  maker  of  brain  wave 
monitors  and  diagnostic  equipment 
for  sleep  disorders.  It  began  making 
the  nose  strips  a  year  and  a  half  ago  as  a 
way  to  relieve  nasal  congestion  and 
cut  down  on  snoring.  The  product 
received  scant  attention  until  CNS  co- 
founder  Daniel  Cohen,  a  neurologist 
and  football  fan,  sent  the  strips  to  all 
28  National  Football  League  trainers 


Jerry  Rice  at  Super  Bowl  XXIX 
Not  a  Band-Aid,  a  breathing  aid. 


last  year. 

When  Philadelphia  Eagles  runni 
back  Herschel  Walker  appeared  in  t 
Philadelphia  Inquirer  wearing  it,  Jl 
ry  Rice  asked  his  trainer  to  get  h 
one.  After  Rice  played  in  a  Novemt 
game  wearing  the  strip,  CNS  add 
Rice's  endorsement  to  promotioj' 
tapes  sent  to  local  television  statio 
Over  two  dozen  stations  ran  stories 
and  sales  started  to  take  off. 

Virtually  half  of  last  year's  $i 
million  in  Breathe  Right  sales  came 
the  fourth  quarter.  CNS  expects  tit 
sales  of  the  breathing  strip  will  hit  $' 
million  this  year  and  reach  $20  n 
lion  next  year. 

CNS  is  now  going  after  hockey  pi 
ers,  and  is  thinking  of  making  i 
strips  in  team  colors.  Cohen  is  a; 
betting  that  the  product's  silly  lc 
will  tempt  disbelievers  to  try  it  just 
a  lark.  Cohen  tells  the  story  abou 
skeptical  thoracic  surgeon  in  Philac 
phia  who  donned  one  at  a  rest; 
rant — then  walked  from  table  to  ta 
talking  about  how  much  better 
could  breathe.  "No  one  ever  thii 
it's  going  to  work,"  says  Coh 
"How  many  fun  medical  products 
you  see?" 
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Building  a 
Better  Mousetrap 


"If  a  man  can  write  a  better  book,  preach  a 
better  sermon,  or  make  a  better  mousetrap," 
said  the  famous  writer  and  poet  Ralph  Waldo 
Emerson,  "...the  world  will  beat  a  path  to 
his  door." 

Emerson's  maxim  serves  as  a  perfect 
metaphor  for  the  intermodal  industry.  Since 
the  1980s,  corporate  America  has  been  beating 
a  path  to  intermodal's  door.  Why?  Because  with 
its  combination  of  ship,  truck,  and  rail  service, 
intermodal  offers  something  unique  —  a  cost- 
effective,  reliable,  damage-free  transportation 
service.  A  better  mousetrap. 

Even  more  important,  the  industry  has 
maintained  its  momentum  with  record 
growth  for  13  straight  years,  making  inter- 
modal the  fastest  growing  segment  of  the 
transportation  industry. 

The  key  to  that  growth  is  the  industry's  abil- 
ity to  create  and  adapt  service  programs  that 
meet  the  widening  needs  of  shippers.  Service 
packages  that  offer  daily,  reliable  shipments  to 
every  market  in  America,  linking  every  port  with 
every  market.  Enabling  leading  corporations 
and  transportation  companies  to  lower  their 
costs  and  improve  their  service  to  customers. 


Intermodal's  growth  is  expected  to  continue 
well  into  the  21st  century.  A  vital  factor  of 
that  growth  will  be  the  industry's  commit- 
ment to  strengthening  its  partnership  with 
shippers.  In  fact,  progressive  carriers  are 
already  forging  closer  alliances  with  shippers, 
through  revolutionary  service  packages  that 
create  value  for  both  parties  by  encouraging 
the  shipper  to  help  drive  the  service  design 
process. 

For  the  first  time  shippers  and  carriers  are 
forecasting  and  planning  long-range.  They're 
working  to  balance  traffic  patterns  and  better 
utilize  equipment  and  terminal  space.  And 
they're  realizing  that  a  closer  partnership  and 
a  long-term  commitment  translates  into  added 
value  for  both  parties.  The  shipper  enjoys 
priority  service,  guaranteed  equipment,  and 
lower  distribution  costs.  The  intermodal  carrier 
optimizes  its  asset  utilization  and  return  on 
invested  capital. 

That's  what  happens  when  shippers  and 
intermodal  carriers  team  up  effectively.  Lower 
costs.  Satisfied  customers.  Prosperous  share- 
holders. Shared  value. 


Now  that's  a  better  mousetrap.      INTERMODAL 
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Biotechnology  hasn't  yet  resulted  in  a  cure 
for  cancer  or  AIDS.  But  it  is  scoring  successes 
in  more  mundane  fields,  such  as  broiler  production 


Robovet 


By  Nikhil  Hutheesing 


Every  day  millions  of  day-old  chicks 
trundle  down  conveyor  belts  in  the 
hatcheries  of  poultry  giants  like  Con- 
Agra and  Hudson  Foods.  Workers 
grab  the  little  fluff  balls,  jab  them 
against  stationary  hypodermics  that 
vaccinate  against  Marek's  disease,  a 
nerve  disorder,  then  dump  them  into 
boxes,  where  they  are  hauled  away  for 
49  days  of  binge  eating.  That  fatten- 
ing period  could  be  shorter  and 
cheaper  if  the  first  day  of  life  didn't 
hurt  so  much.  Important  in  this  thin- 
margin  business. 

With  that  idea  in  mind,  Embrex,  a 
Morrisville,  N.C.  company,  has  de- 
vised a  robot  that  gives  shots  not  to 
the  chick  but  to  the  egg — 30,000  of 
them  an  hour.  The  chicks  thus  come 
into  the  world  unpunctured,  and  the 
farmer  gets  more  cluck  for  the  buck. 

Three  days  before  the  eggs  are  due 
to  hatch,  work  i  s  feed  them  to  Em- 
brex's machine,  a  row  of  dangling 
injection  heads  equipped  with  loca- 
tors. The  injection  head  zeroes  in  on 
an  egg,  punches  a  hole  in  the  shell 
with  a  hollow  tube,  pushes  an  inch 
inside  the  egg  and  squirts  in  the  vac- 
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Embrex  Chief  Executive  Randall  Marcuson 
Less  manpower,  more  chicken  power. 


cine.  Then  the  tube  pulls  out,  to  be 
sterilized  and  reused. 

The  process  seems  pretty  straight- 
forward, yet  it  took  Embrex  seven 
years  to  create  a  machine  that  could 
pierce  an  egg  without  cracking  it.  The 
key  was  to  use  a  needle  not  quite  a 
millimeter  in  diameter,  with  a  beveled 
tip.  That  creates  a  flap  of  eggshell  that 
stays  attached  to  the  egg  between  the 
shell  and  membrane,  rather  than  fall- 
ing into  the  embryo. 

Such  lengthy  research  and  develop- 
ment pipelines  are  typical  in  biotech- 
nology, and  often  no  product  comes 
out  the  other  end.  When  the  intended 
product  is  a  drug  for  humans,  the 
pipeline  includes  $100  million  or 
more  of  clinical  tests.  Embrex,  aiming 
at  a  less  glamorous  target,  was  able  to 
get  its  product  to  market  for  a  mere 
$25  million. 

The  Embrex  vaccinator,  which  the 
company  began  shipping  24  months 
ago,  is  a  hit  with  poultry  producers. 
Already,  more  than  a  third  of  the 


broiler  chick  eggs  laid  in  the  U.S.  2 
vaccinated  with  Embrex's  system.  1 
son  Foods,  Perdue  Farms  and  Col1 
Agra  are  converts.  Embrex's  loss 
have  narrowed  from  $7.3  million  i 
revenue  of  $2  million  in  1993  to  $6 
million  on  revenue  of  $6.9  millii 
last  year. 

Embrex  was  formed  in  1985,  afi 
lagdev  Sharma,  then  a  scientist  wi 
the  U.S.  Department  of  Agricultu 
proved  that  chicks  could  be  vaccin; 
ed  before  hatching,  and  the  us 
patented  the  idea.  Harold  Smith, 
entrepreneur  whose  previous  ve 
tures  have  included  Ecogen  and  Cai 
bridge  Bioscience,  saw  an  opportui 
ty  to  build  a  business  around  t 
procedure.  He  licensed  the  rights 
the  USDA's  Sharma  patent  for  a  roya 
(whose  level  the  government  const 
ers  a  secret)  and  over  the  next  fil 
years  raised  $14  million  in  ventt 
capital.  A  1991  public  offering  rais 
$18.9  million. 

Smith,  who  retains  roughly  a  '. 
stake  in  the  business,  didn't  want 
run  it;  he  has  brought  in  Rand 
Marcuson,  a  former  American  Cyan 
mid  executive,  as  chief  executive.  Ea 
brex  has  exclusive  rights  to  the  USD.) 
patent  through  2002  and  another 
patents  of  its  own. 

Marcuson  says  that  poultry  prodv 
ers  are  turning  to  the  automated  S' 
tern  because  it  helps  reduce  prodi: 
tion  costs.  A  happy  chick  needs  1 
food  to  fatten  up.  What's  morec 
chick  immunized  in  the  egg  is  beti 
able  to  resist  infections. 

But  the  biggest  savings  is  in  m;i 
power.  A  vaccination  line  runni 
30,000  chicks  per  hour  demands 
workers  doing  their  work  the  old  v 
but  only  2  workers  doing  it  the  El 
brex  way.  Poultry  producers  have  : 
tie  to  lose,  because  Embrex  leases 
robot  to  them,  with  no  upfront  mc 
ey  required. 

Marcuson  is  now  developing  otli 
products  for  his  system,  including 
egg-delivered  vaccine  against 
Gumboro  virus,  which  destroys  i 
chick's  immune  system.  As  a  first  st 
Embrex  has  developed  a  "viral  n> 
tralizing  factor"  that  attenuates  ha 
vaccines.  If  Marcuson  achieves 
ambitions  here,  chicken  hatchers  a 
have  a  vaccine  that  is  at  once  cheap 
more  powerful  and  safer  for  the  ch 
than  the  alternatives. 
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HAVING  TROUBLE  KEEPING  TRACK 
BUSINESS  RELATIONSHIPS?  GET  ACT! 
AND  GET  OUT  OF  A  STICKY  SITUATION. 


iOP 


Load  ACT!   2.0  on  your  Windows 
or  Macintosh  computer  and  you 
will  find  that  handling  unexpected 
phone  calls  and  remembering 
those  meetings  that  you  scheduled 
weeks  ago  is  a  breeze.  Even  as  we 
speak,  800,000  time-starved 
business  professionals  trust  ACT! 
to  truly  organize  every  important 
client  fact,  figure,  date  and  detail. 
Which  makes  ACT!  the  number-one 
selling  contact  manager  in  the  world. 

OUT  OF  SIGHT. 
NOT  OUT  OF  MIND. 

With  ACT!,  you  can  take  all  the 
contact  information  cluttering  up 
your  desk,  your  briefcase,  your 
pockets  and  wallet,  and  put  it  on 
your  computer.  Where  each  and 
every  name,  address,  phone  number, 
business  conversation  and  report  can 
be  turned  into  a  major  competitive 
advantage. 

ACT!'s  powerful  database  lets  you 
organize  your  contact  data  in  almost 

'Demo  disk  avaibtble  in  Windows  veriu.  Uidin  USA.  only  while  tupplia  last.  Shipping  and  handling  com  extra,  l-'or  more  information  in  (Canada, 

eall  I-80O-667-8661.  ext.  551)  In  Australia,  call 2-879-6577  In  U II   Symantec  and  ACT' arc  registered  trademarks  of  Symantec  Corporation.  All  other  brand  names 

or  trademarks  are  the  property  of  their  respective  hobders.  (QI*J(J5  Symantec  Corporation.  All  rights  reserved. 


any  manner  you  wish.  There's  an 
ACT!  note  pad  that  lets  you  attach 
notes  to  each  contact  —  facts  like 
who  you  called,  the  day  you  called 
and  what  was  promised  —  even  the 
name  of  a  clients  favorite  restaurant. 

There's  even  a  history  log  that 
keeps  track  of  the  dates  when  tasks 
were  accomplished.  So  with  ACT!, 
you're  as  buttoned-up  as  humanly 
possible. 

ACT!  WILL  NEVER 
LET  YOU  FORGET. 

ACT!  comes  with  an  integrated 
calendar  that  you  can  use  to  schedule 
important  meetings  and  follow-up 
calls.  A  plethora  of  alarms  can  be  set 
to  bluntly  remind  you  of  important 
upcoming  events  and  deadlines. 

You  may  forget.  But  ACT!  won't. 

ACT!  also  takes  care  of  all  the  nitty- 
gritty  details  of  your  paperwork.  You 
can  quickly  merge  important  contact 
information  into  letters,  reports,  faxes 
and  e-mail.  There's  also  the  option  to 


print  in  20  popular  organizer  formats 
from  both  the  handy  calendar  and 
the  address  book. 

You  can  even  share  ACT!  files 
with  your  co-workers  over  powerful 
local  area  networks.  In  every  aspect, 
ACT!  gives  you  the  tools  you  need  to 
turn  all  the  mayhem  into  productive 
relationships. 

In  fact,  you  should  write  yourself 
a  note  this  second.  After  all,  it  could 
be  the  last  sticky  you'll  ever  need. 

TRY  ACT! 
CALL  1-800-628-4777. 


To  see  ACT!  for  your 

very  own,  just  call  us  at 

ext.  9L2 land  ask  for  our 

demo  disk*  Or  we'll  be 

glad  to  give  you  the 

name  of  the  Symantec 

ACT!  reseller  nearest  you. 
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Liability  lies 


COMMENTARY  BY  PETER  HUBER 


Peter  Huber,  a  senior  fellow 
of  the  Manhattan  Institute,  is  the 
author  of  Orwell's  Revenge,  his 
E-mail  address  is 
72643.221  l@compuserve.com. 


Congress  is  considering  some  fairly 
significant  reform  of  our  liability  laws. 
The  people  who  earn  their  living  spin- 
ning facts  to  juries  are  not  happy. 
Herewith  a  list  of  irrelevant,  mislead- 
ing or  simply  false  reasons  they  are 
now  spinning  to  the  public  to  prove 
that  no  reform  is  needed. 

Fewer  cases  are  being  filed  in  federal 
courts.  Most  auto,  product,  medical 
malpractice  and  other  routine  liabil- 
ity cases  are  brought  in  state  courts. 
The  federal  case-load  numbers  are 
meaningless. 

Fewer  cases  are  being  tried  in  state 
courts.  Most  claims  settle  before  any 
legal  papers  are  filed;  the  vast  major- 
ity settle  before  trial.  A  court  is  just  a 
very  expensive  machine  for  finding 
out  who's  going  to  win,  and  how 
much.  When  the  rules  are  clear,  peo- 
ple don't  go  to  court;  they  settle 
quickly  and  save  the  money  they'd 
otherwise  pay  lawyers.  Case  loads 
measure  only  the  opacity  and  volatil- 
ity of  the  underlying  legal  rules. 
They  tell  you  nothing  about  how 
many  claims  are  made  and  paid. 

Lots  of  valid  claims  don't  get  filed. 
Lots  of  invalid  ones  do.  That's  what's 
most  wrong  with  the  system — it 
doesn't  reliably  connect  true  wrong- 
doers and  the  truly  wronged. 

The  real  crisis  is  the  accident  crisis. 
There  is  no  accident  crisis.  By  every 
objective  measure  cars,  planes,  doc- 
tors, football  helmets,  drinking 
water — and  practically  everything 
else — are  getting  safer  year  by  year. 

144 


Americans  are  living  safer  and  longer 
than  ever  before.  But  prompted  by 
lawyers,  we  just  sue  more  and  more 
about  less  and  less. 

There  is  no  accident  crisis  because 
lawyers  saved  us.  America  ranks  smack 
in  the  middle  of  major  industrialized 
countries  on  all  objective  measures  of 
health  and  safety.  Our  legions  of  law- 
yers have  had  no  measurable  impact  at 
all  on  the  hard  statistics  of  injury  rates 
and  life  expectancy. 

Plaintiffs  are  losing  more  often. 
Plaintiffs  are  winning  more  often, 
too,  as  the  volume  of  claims  bal- 
loons. Yesterday,  one  plaintiff  won 
and  one  lost.  Today,  two  win  and 
three  lose.  When  my  6-year-old  plays 
baseball,  she  gets  to  swing  until  she 
connects;  the  umpire  just  counts 
runs  scored.  Liability  works  that 
way,  too.  Insurance  rates  are  based 
on  total  payouts,  not  batting  aver- 
ages. Overall,  more  plaintiffs  are  col- 
lecting more  money  through  the  li- 
ability system  than  ever  before. 

Median  awards  are  falling.  The 
"median"  is  what  half  of  all  awards 
exceed.  But  the  average  is  what 
counts.  If  nine  claimants  win  noth- 
ing but  the  tenth  wins  a  million,  the 
median  payout  is  $0;  the  average  is 
$100,000.  The  average,  multiplied 
by  how  often  it  is  likely  to  be  paid,  is 
what  determines  the  price  of  an  in- 
surance policy.  That  product  has 
been  rising. 

Punitive  damages  are  rare.  Light- 
ning is  rare  too,  but  it  still  clears  the 
golf  course  during  a  storm. 

Liability  insurance  is  a  tiny  cost 
of  doing  business.  Choose  a  big 
enough  denominator  and  you  can 
make  anything  look  tiny.  Lots  of 
general  practitioners  dispense  aspi- 
rin and  cold  medicine;  it's  the  ob- 
stetricians and  neurosurgeons  who 
get  hammered.  Manufacturers  of 
contraceptives  and  small  planes  get 
sued  all  the  time;  manufacturers  of 
toothpaste  and  paper  clips  don't. 
Lumping  them  all  together — total 
liability  premiums  as  a  percentage 
of  gross  national  product — is  statis- 
tical nonsense. 

Insurance   companies  are  profit- 


able. Some  are,  some  aren't.  Tl 
mutual  insurance  companies  that  j 
sure  many  doctors  are  owned  by 
policyholders  themselves.  In  ai 
event  it  proves  nothing  that  liabili 
insurers  prosper  when  liability  e 
pands.  Litigation  is  what  sells  th< 
product.  Profit  comes  from  assessiii 
the  risk  and  then  covering  it.  B 
risks  require  more  insurance. 

Nobody  has  any  reliable  numbe 
The  reliable,  bottom-line  measu 
of  how  much  the  liability  syste 
costs  is  what  people  pay  to  insu 


Americans  are  living 
safer  and  longer 
than  ever  before.  But 
we  sue  more  and  more 
about  less  and  less. 


against  it.  These  are  hard  numbe: 
For  several  decades  total  expenc 
tures  on  virtually  every  class  of  liab 
ity  insurance  have  risen  much  fast 
than  inflation. 

The  federal  government,  stall 
and  municipalities  insure  thet 
selves,  and  they  know  they've  be 
paying  more.  Government  runs  va 
ous  special  purpose  insurance  p 
grams — for  vaccines,  federal  e» 
ployees  and  so  on;  expenditures  t 
these  are  rising  inexorably.  The  c 
of  workers'  compensation  insuran 
(currently  about  $70  billion  a  yea 
has  risen  far  faster  than  worke 
salaries.  As  of  1992,  total  priv? 
spending  on  other  forms  of  liabil* 
insurance  and  self-insuran 
amounted  to  about  $132  billior 
year.  The  figures  get  soft  only  wh 
you  try  to  assess  the  additional,  inc 
rect  cost  of  laying  paper  trails,  e 
gaging  in  defensive  medicine  a. 
not  building  small  planes.  Estimat 
of  these  costs  are  inevitably  impi 
cise.  But  no  one  denies  they  ex 
and  can  be  large.  If  you're  pregna 
and  suffer  from  morning  sickne 
go  see  your  lawyer.  Your  doctor  \ 
nothing  left  to  prescribe.  I 
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Optimize  copying  productivity  wit 

systematic  approach. 

Have  high-volume  document  processing 
with  unprecedented  reliability. 

JBe  a  part  of  The  Corporate  Line. 
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ite  Line  of 
MJhly  productive  high- 
volume  copying  systems  is/ 
ie  magnificent  expression  of 
Canon's  visionary  thinking. 

For  instance,  the  Canon 
4P  9850  Copier-Duplicator  is 
powerKil  high-volume,  high- 
machine.  It's  the  latest 
addition  to  The  Corporate  Line 

i  feature  sophisticated  docu- 
ment handling  and  finishing  capa- 
bilities. Furthermore,  every 
ie  in  The  Corporate  Line, 
ling  the  NP  9800,  NP  8530, 
is  a  monument  to 


reliability  and  < 
words,  they're  built  to  maximize 
productivity,  uptime,  and  output 
to  meet  the  needs  of  your  busi- 
ness— day  in  and  day  out. 

Now,  as  never  before,  you 
can  equip  your  entire  office,  from 
central  repro  departments  to  just 
across  the  hall,  with  Canon's  sys- 
tem solutions  and  make  today's 
most  advanced  office  technology 
work  for  you. 

When  the  rest  say  you 
can't,  Canon  says  you  can. 

For  more  information,  call 
l-800-OK-CANON. 
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How  many  people  does  it  take  to  run  a  $260  million 
computer  monitor  business?  Nokia's  Mac  Motraghi 
thinks  five  is  a  bit  high. 

"I  don't  want  to 
manage  people" 


By  Fleming  Meeks 

Mahyar  (Mac)  Motraghi  has  little 
patience  for  corporate  overhead.  Two 
years  ago  Nokia  Group,  the  $6.6  bil- 
lion (expected  1994  revenues)  Finn- 
ish high-tech  firm,  dispatched  him  to 
the  U.S.  to  set  up  marketing  opera- 
tions for  its  high-resolution  computer 


monitors.  This  year  Motraghi  expects 
sales  for  his  Sausalito,  Calif. -based 
Nokia  Display  Products  Inc.  to  nearly 
triple,  to  $260  million,  from  $90 
million  in  1994. 

How  much  corporate  baggage  has 
Motraghi  taken  on?  "My  dream  was 


to  have  a  billion-dollar  company  vv 
just  two  people,"  says  Motraghi, 
Iranian-born  engineer,  in  lettcr-p 
feet  Oxford  English.  Sighing, 
adds,  "That's  not  going  to  happer 
His  staff,  he  explains,  has  already  b 
looned  to  five. 

Motraghi's  outfit  is  basically  a  mi 
keting  and  distribution  business.  U 
til  recently  he  catered  to  just  a  hand 
of  big  customers,  like  Digital  Equ 
ment,  Compaq  Computer  and  S 
Microsystems,  which  sell  Nokia  mc 
itors  under  their  own  names.  So  V 
traghi  doesn't  need  such  a  huge  st; 
But  five? 

The  son  of  a  prosperous  busino 
man  who  subcontracted  labor  a 
supplies  to  foreign  companies  settii 
up  in  Iran,  Motraghi  was  away  a 
British  boarding  school  when  j 
Shah  began  to  totter  in  the  late  197 
"I  realized  I  was  allergic  to  pain,  arii 
really  didn't  want  to  go  back,"  s 


Nokia  Display  Products'  Mahyar  Motraghi  (foreground); 

Mark  Tomko  of  International  Technology  Associates,  Nokia's  contract  sales  force 

Creating  a  high-tech  brand  with  a  shoestring  budget  and  a  shoestring  staff. 
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the  job  is  running  a  bus  Data  General  provides  o'jen  systems  computing  that  makes  sense  for  your 
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O  Relax.  If  you're  CareLine,  Inc.,  you  know  where  all  your  ambulances  are.  At  every  moment.  Right  down  to 
e  nearest  intersection.  Thanks  to  a  revolutionary  new  tracking  system  made  possible  by  a  distributed  computing 
ilution  using  Microsoft*  products.  Q  CareLine  is  a  top  provider  of  emergency  medical  services  in  the  U.S. 
ley  needed  an  efficient,  cost-effective  way  to  respond  to  a  growing  number  of  emergency  calls.  The  solution? 
•  A  computer-aided  9 1 1  dispatch  system,  built  by  American TriTech,  a  Microsoft  Solution  Provider.  On  a  foundation 
Microsoft  products,  including  Windows  NT™  Server,  part  of  the  Microsoft  BackOffice  family.  Q  The  new  system 
lables  CareLine  dispatchers  to  pinpoint  ambulances  by  satellite.  So  the  right  vehicle  goes  to  the  right  place  in 
e  shortest  amount  of  time.  Lives  are  saved.  Along  with  money.  O  Walter  Arndt  is  Senior  V.P./C.IO.  at  CareLine: 
A/e've  shortened  response  times  while  cutting  costs,  and  our  people  are  working  more  efficiently  on  a  system 
at's  incredibly  easy  to  use.  With  lower  hardware  costs  and  shorter  training  time,  this  system  is  25  percent  less 
cpensive  to  purchase  and  maintain  than  other  computer-aided  dispatch  systems  on  the  market."  Q  To  get  more 
formation  on  how  Microsoft  can  help  you  gain  business  advantage  using  computers,  call  (800)437-3  1 19,  Dept.  E4H. 
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WHERE    DO    YOU    WANT    TO    CO    TODAY?™ 


I  Microsoft  Corporation.  All  nghts  reserved  Microsoft.  Whew  do  you  wont  to  go  today',  and  Windows  NT  are  either  registered  trademarks  or  trademarks  of  Microsoft  Corporation  in  the  United  States  and/or  other  countnes. 
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Motraghi,  now  34. 

By  the  mid-1980s,  Motraghi  had 
earned  a  degree  in  electrical  engineer- 
ing and  was  working  for  IBM  in  Scot- 
land. One  of  his  jobs  was  to  find  a 
European  source  for  personal  com- 
puter monitors.  Motraghi  turned  up 
Nokia,  based  in  Helsinki.  Nokia  is 
best  known,  now,  as  the  second-larg- 
est manufacturer  of  cellular  phones  in 
the  world.  But  back  then  it  was  a 
jumble  of  companies  making  every- 
thing from  flooring  and  truck  tires  to 
computers  and  electrical  cables 
(Forbes,  Sept.  12, 1994). 

But  it  turned  out  top-notch  moni- 
tors for  Motraghi.  Moving  on  to 
Compaq's  Scottish  operation  in  the 
late  1980s,  Motraghi  again  turned  to 
Nokia  for  monitors. 

By  1992  Nokia  was  selling  more 
than  $50  million  a  year  worth  of 
monitors  to  IBM  and  Compaq.  Nokia 
decided  it  was  time  to  send  someone 
to  the  U.S.  to  manage  the  monitor 
business.  Motraghi  got  the  job. 

Motraghi  decided  to  experiment 
with  a  new  management  idea.  A  few 
years  earlier,  he  had  read  Charles 
Handy's  1989  book  The  Age  of  Un- 
reason. In  it  the  British  management 
writer  proposed  paring  companies 
down  to  their  essential  professional 
and  technical  core.  "All  nonessential 
work,  work  which  could  be  done  by 
someone  else,"  wrote  Handy,  "is 
therefore  sensibly  contracted  out  to 
people  who  make  a  specialty  of  it  and 
who  should,  in  theory,  be  able  to  do  it 
better  for  less  cost." 

Motraghi  decided  to  apply 
Handy's  theory  with  Nokia  Display. 
After  lining  up  subcontractors  to  han- 
dle customer  service  and  support, 
warehousing  and  public  relations,  he 
booked  $80  million  in  revenues  be- 
fore he  even  hired  a  secretary.  Since 
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Nokia's  17-inch 
Valuegraph  monitors, 
designed  specifi- 
cally for  the  U.S. 
consumer  market 
As  computers 
become  household 
appliances,  No- 
kia is  hoping  its 
"color"  moni- 
tors will  blend  in 
with  the  decor. 


then,  he's  added  two  assistants,  an 
accountant  and  an  operations  manag- 
er; an  executive  has  come  over  from 
Finland  to  act  as  a  direct  liaison  with 
the  factory.  So  how  does  Motraghi 
avoid  the  creeping  bureaucracy  that 
comes,  for  example,  in  handling  the 
legal  red  tape  of  something  like  cus- 
toms? By  insisting  that  his  subcon- 
tractor— in  this  case  the  warehouse — 
take  responsibility  from  beginning  to 
end.  "There  is  no  point  in  my  having  a 
dog  and  doing  the  barking  too,"  he 
explains  matter-of-facdy. 

But  Motraghi's  ambitions  went  be- 
yond selling  to  original  equipment 
manufacturers.  He  figured  he  could 
cut  through  the  noise  of  90-some 
competitors  with  Nokia's  high-end 
17-inch  and  21 -inch  monitors,  and 
sell  a  Nokia-branded  product  to  U.S. 
business  and  consumer  users. 

Motraghi's  bosses  back  in  Finland 
agreed,  so  long  as  they  could  limit  the 
risk.  Motraghi  was  given  $100,000  to 
get  started — barely  enough  to  pro- 
duce three  ads  and  a  brochure. 


"My  dream  was  to 
have  a  billion-dollar 
company  with  just 
two  people." 


Undaunted,  Motraghi  contracted 
out  sales  to  Mark  Tomko.  A  veteran  of 
more  than  a  dozen  computer-related 
startups,  Tomko  runs  a  small  sales 
firm  in  Sausalito  called  International 
Technology  Associates.  Tomko,  in 
turn,  put  up  $700,000  of  his  own 
money  to  build  a  30-person  sales 
organization  dedicated  to  the  Nokia 
monitors  and  took  full  responsibility 


for,  among  other  things,  billing  a 
collections.  "This  is  why  the  relatic 
ship  works,"  says  Motraghi,  "becai 
we  have  a  partner  to  share  the  risks 
well  as  the  rewards." 

Tomko  returns  the  complime: 
"You  have  to  remember,  they  [N 
kia]  filled  up  the  warehouse  w 
$7  million  in  inventory,"  decla 
Tomko,  39. 

Slowly  the  brand  is  catching  ( 
With  the  help  of  "editors'  choic 
awards  from  the  likes  of  PC  Maj. 
zine,  MacUser and  Home  Office  Co 
pnting,  Nokia's  sales  of  branded  mc 
itors  have  grown  from  under  $3  n 
lion  in  the  first  quarter  of  1994  to  $< 
million  in  the  fourth  quarter.  A 
Nokia's  $999  (street  price)  Mu 
graph  monitor  is  currently  the  tc 
selling  17-inch  monitor  at  Ingr; 
Micro,  the  $5.8  billion  (1994  rev 
nues)  computer  equipment  and  so 
ware  distributor. 

Can  Motraghi  and  Tomko  mo 
their  ambitious  goal  to  push  branc 
sales  to  $200  million  this  year?  N 
kia's  monitors  are  already  in  Con' 
USA,  the  $2.1  billion  (revenue 
computer  retailer,  and  deals  with  M 
eral  large  electronics  retailers  aree 
the  works.  But  Nokia  needs  mn 
than  just  home  PC  buyers.  Corpon 
and  government  customers,  too,  v 
have  to  jump  on  board. 

"Cracking  the  corporate  market! 
quires  a  longer  sales  cycle  than  retai 
says  Roderick  Mano,  who  buys  mo 
tors  for  Entex,  a  $1.3  billion  (ISf 
revenues)  systems  integrator  based 
Rye  Brook,  N.Y.  But  he  says  r.i 
beginning  to  get  nibbles  for  Nokk 
monitors. 

"A  lot  of  companies  not  only  Id 
at  price  and  performance,"  s 
Mano,  "but  they  also  want  monit 
that  meet  certain  emission  standa 
and  ergonomic  standards,  which  Y. 
kia  is  famous  for."  The  finicky  statu 
California,  for  example,  recer 
signed  a  deal  with  Entex  for  nearly 
million  worth  of  Nokia  monitors. 

Motraghi  says  Nokia's  moni 
plant  back  in  Finland  may  soon  i 
out  of  capacity,  and  hints  that  Nc 
may  build  a  plant  here  to  meet 
mand.  But  he  says  he  has  no  interes 
bringing  manufacturing  under 
wing.  "I  don't  want  to  manage  p 
pie,"  he  says.  "It  takes  time  away  fr 
what  we  have  to  do." 
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How  Important  Is 

Data  Storage 
To  Your  Company? 

Well  RephraseThat 

How  Important 

Is  Revenue 

To  Your  Company? 


SCO! 


You  may  not  recognize  your  company?  ^ 
data  storage  as  a  source  of  revenue.  But  p 
with  your  company's  information  now     [ 
more  crucial  to  your  competitiveness  than 
ever,  how  quickly  you  get  that  information 
to  your  customers  and  employees  is  Storage 

more  important  than  ever.  Which  is  what  EMC  data  storage 


EMC  Storage 


does.  It  gives  sales  people  more  time  to  sell 
by  giving  them  the  information  they  need 
faster.  It  makes  your  customers  happy,  too, 
by  speeding  up  customer  service. 

Call  1-800-424-EMC2  ext.148.  Find 
out  how  EMC  data  storage  does  plenty 


more  than  take  in  data.  It  rakes  in  profits. 


REVENUE  IS  INCREASED  BY  A  FACTOR  OF  EMC 


THE  STORAGE  ARCHITECTS 


EMC,  the  EMC  logo  and  THE  STORAGE  ARCH1TEC  TS  are  trademarks  of  EMC  Corporation.  1 1995  EMC  Corporation.  All  rights  reserved.  Outside  the  VS.  call  (508)  435-1000  ext.8193. 
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Virtual  superstar 


Joseph  R.  Garber  is  a  strategist  with 
Americom  Corp.  in  San  Francisco. 


I'M  GOING  TO  GO  OUT  on  a  limb  and 
predict  that  the  next  big  superstar  will 
be  a  gravel-voiced  character  named 
Ben.  He's  the  latest  in  a  string  of 
strong,  silent  he-men  that  stretches 
from  William  S.  Hart  to  Clint 
Eastwood.  And,  like  the  lone  riders 
who  have  come  before,  Ben  has  a 
heart  of  gold,  a  code  of  honor  and  a 
repertoire  of  sour  one-liners  that  are 
laugh-out-loud  funny. 

One  other  thing  about  Ben — he's 
all  digital. 

Oozing  personality  from  every 
pixel,  Ben  stars  in  the  cd-rom  Full 
Throttle,  forthcoming  from  George 
Lucas'  software  company,  LucasArts. 
Full  Throttle  is  less  a  game  than  an 
interactive  feature  movie.  The  plot: 
Ben  is  the  chief  of  a  good-guy  biker 
gang.  He  wakes  one  morning  to  find 
himself  framed  for  murder.  Worse 
(in  Ben's  eyes),  a  sinister  takeover 
raid  has  been  launched  against  the 
outfit  that  makes  the  last  great  mo- 
torcycles; some  fiend  wants  to  con- 
vert its  factories  to  manufacture — 


blasphemy! — suburban  minivans. 

Of  course,  Full  Throttle  is  not  the 
multimedia  industry's  first  attempt  to 
make  an  interactive  movie.  So  why  is 
this  one  different  from  the  dozens 
(and  soon  to  be  hundreds)  of  other 
examples  of  the  genre? 

First,  the  story  is  upbeat  in  a  mostly 
downbeat  industry.  To  illustrate  how 
downbeat,  here  are  the  themes  of 
some  of  the  most  heavily  promoted 
new  multimedia  games:  go  to  hell  and 
then  try  to  get  out  (Hell),  fight  off  a 
computer  virus  that's  eating  your 
brain  (Burn:  Cycle),  stop  a  crazed 
druglord  from  blowing  up  Los  Ange- 
les with  a  homemade  atomic  bomb 
(Flash  Traffic).  Then  there  is  Opera- 
tion Bodycount,  whose  title  speaks 
for  itself. 

These  yarns  may  appeal  to  antiso- 
cial teenage  computer  geeks,  but  un- 
like Full  Throttle,  they  hardly  qualify 
as  family  fun. 

Second,  most  of  the  current  crop  of 
cd-rom  games  feature  film  clips  star- 
ring not-ready-for-primetime  (or 
past-their-prime)  actors.  If  your  per- 
sonal computer  is  very  fast — one  with 
a  Pentium  or  Power  PC  processor — 
and  has  gobs  of  memory,  the  results 
are  bearable.  If  not,  not. 

In  contrast  to  the  jerky,  grainy  ac- 
tion in  these  film-game  hybrids,  all  of 
Full  Throttle's  actors  and  props  are 
computer-animated  graphics.  The  re- 
sult: smooth,  fast,  enjoyable  viewing 
and  play,  even  on  older  PCs. 

Third,  and  most  technically  im- 
pressive, LucasArts  has  invented 
(and  patented )  some  very  clever  soft- 


Scene  from 
LucasArt's 
"Full  Throttle" 
Digital 
characters 
don't  have 
agents  or 
drive  Porsches. 


152 


ware  that  makes  Full  Throttle's  a> 
tion  sequences  excitingly  cinemas 
Then,  too,  LucasArts  has  its  roots  i 
the  movie  business  and  has  applic  - 
the  techniques  of  moviemaking 
(camera  angles,  lighting,  editing  an 
so  forth)  to  make  what's  on  tt 
screen  look  more  like  a  movie  than 
computer  game. 

Which    raises    the    question: 
moviemaking  techniques  work  w< 
in  computer  games,  won't  the  bi 
Hollywood    studios    take    over 
business? 

Probably    not.    The    Hollywo 
crowd  seems  to  believe  that  consun 
ers  can't  resist  games  based  on  theati 
cal  films.  Looks  to  me  like  they': 
even  more  out  of  touch  with  realil 
than  usual  because  the  only  two  mo  I 
ie  tie-in  games  to  make  the  top  20  li 
last  year  came  from  Lucas.  (They  we 
Star    Wars:   Rebel  Assault  and   1 
Wing.)  Indeed,  when  I  scanned  qU 
bestseller  lists  for  January'  of  this  yea 
I  could  find  no  multimedia  product- 
movie  tie-in  or  original  production- 
created  by  any  big  studio. 

If  you  need  more  evidence  that  tl 
studios  are  also-rans  in  the  game  b 
ness,  you  need  look  no  further  thr 
Steven  Spielberg,  a  man  who  kno\ 
how  to  pick  winners.  His  next  b 
science  fiction  production  is  calli 
The  Dig.  It's  not  a  movie,  it's  a  gam 
and  Spielberg  is  coproducing  it 
LucasArts. 

There  can  be  very  little  doubt 
multimedia  entertainment  is  on 
way  to  becoming  a  very  big,  v< 
lucrative  business.  A  hit  title's  pn 
margins  are  the  stuff  dreams  are  m 
of.  Last  year's  runaway  hit  Star  Wt 
Rebel  Assault  sold  more  than  a  millk 
copies — in  the  process,  unless  I 
my  bet,  dropping  about  $20  millii 
straight  to   George   Lucas'   botto 
line.  What  did  it  cost  to  develop  t 
game?  Peanuts.  In  an  era  when  oi 
companies  burn  $4  million  and  up 
get  a  new  game  out  the  door,  Luc 
Arts'  tab  for  Rebel  Assault  was  in  t 
mid-six  figures.  Moreover,  the  bu 
get  for  Full  Throttle  is  under  $1 
lion.  And  remember:  Digital  char; 
ters  like  Ben  don't  have  agents 
drive  Porsches. 

All  of  which  goes  to  prove  yi 
don't  have  to  throw  money  at  mi 
media    to    create    an    entertaini 
product. 


Forbes  ■  March  13, 19. 
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ZNOTEFLEXThe  One 
Computer  For  All  Of  You. 


Decisions,  decisions. 

Finding  a  notebook 
computer  is  simple. 
Finding  one  to  handle  all 
the  things  you  do,  isn't 

Zenith  Data  Systems' 
Z-NOTEFLEX,  however, 
delivers  everything  you 
need— high  performance, 
long  battery  life,  upgrad- 
abilityand  modularity— 
in  a  notebook  that  won't 
be  obsolete  tomorrow 

For  example,  when 
you're  away  from  the 
office,  remove  the  flop- 
py drive  and  insert  a 
second  battery  pack 
and,  wham,  twice  the 
computing  time! 

But  that's  ZDS  for 
you.  Who  else  would 
build  a  computer  versa- 
tile enough  to  tackle 
every  part  of  your  job? 

After  all.  Connected 
Computing— making  computers  and  people 
work  better  together— is  just  what  Zenith  Data 
Systems  is  all  about.  Call  now  to  learn  why 
the  Z-NOTEFLEX  is  the  one  computer  for 
you.  wherever  you  go,  whatever  you  do 
1-800-289-1322,  Ext.  5161 


Z-NOTEFLEX" 

UptolntelDX4"M00MHz 
processor 

Up  to  700  MB  hard  drive 

16-bit  business  audio 

Active-matrix,  color  LCD 

Two  Type-ll  PCMCIA  slots" 

FLEXSITE 

LCD  video  display  stand 

FLEXBAY 

Battery  charging  bay 
Floppy  drive  bay 

FLEXDOCK 

Enhanced  port  replicator 
Two  Type-Ill  PCMCIA  slots- 

FLEXSHOW 

MPC2-compliant 

Double-speed  CD-ROM  drive 

Amplified  stereo  speakers 

Two  Type-Ill  PCMCIA  slots- 
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•  OlWZen.thDataSystermCorporat.on  Zemin  DataSy^errs  l>.'[.  i  .OTEFLEXsopportstwoType-l  two  Type-llorone  Type-Ill 

OrJ  and  FIXXDOCK  and  Fl_£XSHOW  support  two  Type-L  l .:  ZDS  and   Make  The  Connection"  arc  trademarks  o* 

WiSystemsCofpo^*'-'    i^elDXi  rt  a  trademark  and  r  he  Intel  Inside  loco  If  a  registered  trademark  oflntel  Corporation  Specifications  arc  subject  to  change 
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DATA   SYSTEMS 
Make  The  Connection' 
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Assailed  by  nutritionists,  the  fast-food  industry 
is  now  offering  "healthier"  food.  You  can  lead 
a  horse  to  water  but  you  can't  make  him  drink. 

Leaner  menus 


By  R.  Lee  Sullivan 

Can  fast  food  be  low  fat? 
Sure,  but  it's  just  not  the  kind 
of  fast  food  people  want  to  buy: 
salads  with  yogurt  dressing,  tiny 
portions   of  broiled   chicken   and 
such.    Still,    nutritionists    lecturing 
the  public  about  the  evils  of  typical 
fast  food  may  scare  customers  out 
of  a  hamburger  chain.   The 
chains    have    figured 
out   how   to   cope: 
They  offer  lower-fat, 
lower-calorie    options 
without    taking    ham 
burgers  and  fries  off  the 
menu. 

Thus  recent  issues  of 
the  Journal  of  the 
American  Medical 

Association    have    been 
running    full-page    ads 
from  McDonald's  offering  "nutrition 
materials  about  our  menu  to  show 
your  patients  how  our  food  fits 
into        a        healthful        diet." 
McDonald's,  Wendy's  and  Jack  in 
the    Box   put   up   exhibits   at   the 
American     Dietetic     Association's 
annual  meeting.  Taco  Bell  is  sending 
information  packets  to  hundreds  of 
doctors  and  nutritionists  and  sending 
spokesmen  to  meet  with  health  care 
industry  associations. 

Note:  None  of  this  nutritional  cam- 
paigning means  the  chains  are  ditching 
the  greasier  food  that 
accounts  for  most  of 
the  fast-food 
industry's  sales. 
That  would  be 
economic  suicide 
and  would  merely 
drive  the  customers 
elsewhere. 

All  the  chains  are 
doing  is  saying  that 
lower-calorie  food  is 

154 


available  if  the  customer 
asks  for  it. 

The      image-making 
campaign  is  helping  take 
the     heat     off.     Taco 
Bell's  new  low-fat  addi- 
tions have  won  kudos 
from  the  self-righteous 
Center  for  Science 
in  the  Public 
Interest        in 
Washington,  D.C.,  which  last 
year  lashed  out  at  Italian  and 
Mexican  cuisine  as  too  fatty. 
"If  you  choose  carefully,  you 
can  get  a  good  meal  at  a  fast- 
food  restaurant,"  says  Jayne 
Hurley,    senior    nutritionist 
with  the  CSPI. 

That's  true  at  McDonald's, 
too.  The  McCrilled  Chicken 

Classic    comes    in    at    250 
calories  and  3  grams  of  fat; 
a  234-gram  Garden  Salad 
with    Lite    Vinaigrette 
dressing  at  130  calo- 
ries and  6  grams  of  fat. 
By  contrast,  a  Big  Mac 
has  510  calories  and 
26  grams  of  fat. 

Most  people  still 
prefer  the  Macs  to 
McCrilled  Chicken. 
That's  one  of  the 
reasons  a  third  of  America  is  over- 
weight and  the  nation  is  pack 
ing  on  pounds  at  a 
record  rate,  according 
to  a  recent  Centers  for 
Disease  Control  & 
Prevention  study. 

"Most  people  don't  have 
the  willpower  to  go  into  a 
fast-food  restaurant  and  just 
have  a  salad,"  says  Dr. 
Lawrence  Cheskin,  director 
of  the  Johns  Hopkins  Weight 


>•>' 

o 


Management  Center.  Beef  stil 
outsells  chicken  and  salads  a 
most  chains.  At  Burger  King 
home    of   the    640-calori 
Whopper,      burgers  outscl 
the  rest  of  the  menu  3-to-I 
Small  wonder,  then,  tha 
McDonald's  low-1 

McLean    hamburger   near! 
flopped  when  it  was  intro 
duced   in    1991    and   hai 
limped  along  ever  sinceJ 
Arby's    permits    restau 
rants    to    leave    low-fii 
items    off  the    men 
altogether,  and  abou 
40%  do.  When  Weigh 
Watchers  tried  to  sell 
dietetic  food  in  Burj 
King  outlets,  it  had  ft 
takers.    The    line    w; 
canceled  in  1992. 
If  die  constant  nattefc 
ing  has  convinced  you  to  gnt 
up  burgers  and  fries  for  sorm 
thing  lighter,  here  are  tw 
cautions.  First,  hamburger 
aren't   the   only  offenden 
For  instance,  the  Boston 
Chicken  Chunk)'  Chicka 
Salad  Sandwich  is  one  bil 
bird  at  763  calories  and  4' 
grams  of  fat;  Taco  Bell 
new  "light"  Taco  Salad : 
still  a  fiesta  at  680  calorii 
and  as  many  as  25  grams  of  fat. 

Second,   don't   forgi 
that  a   low-fat  conteii 
does  not  by  itself  mal. 
a    meal    nutritional 
good.  Claud 

Plaisted,  a  nutrition 
ist  at  Dul 
University's  Stedma 
Nutrition  Centei 
argues  that  it 
difficult  to  get,1 
well  -balance 

meal    at    a    fas. 

» 

food     restaurai 

because  there  aren't  enough  fruj 

and    vegetables    on    the    men 

Fast-food    salads    often    conn 

too  much  iceburg  lettuce,  ml 

popular     than     romaine    I 

spinach    leaves    but    not 

nutritious.   In  a  free  sociel 

you  can  tell  people  what  yt 

think  is  good  for  them  b 

you  can't  force  them  to  folic 

your  advice.  ■ 

Forbes  ■  March  13,  19' 
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No  matter 
how  fast  your 
M  company  moves, 
our  employee 
benefits  give  you 
an  edge. 


HUP  M&Si 


The  Principal  Edge. 

No  matter  how  fast  you  go  or  grow,  employee 
benefits  from  The  Principal  Financial  Group  are 
uniquely  tailored  to  keep  pace. 

The  Principal5  provides  the  flexibility  you  want  in  life, 
health  and  disability  insurance,  as  well  as  pension  plans. 
With  the  quick  response  you  need,  at  an  average  claims 
payment  turnaround  of  eight  days. 

And,  The  Principal  services  more  401  (k)  plans  than  any 
other  life  company.  Bring  your  benefit  plan  up  to  speed. 
With  The  Principal  Financial  Group.  For  more  information, 
call  1-800-986-EDGE(3343). 


■ 
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Your  edge  on  the  future." 


Financial 
Group 


jtual  Lire  Ins.  Co.,  Des  Moines,  IA  50392-0150 

;es  offered  through  Principal  Mutual  Life  Insurance  Company  (The  Principal)  and  its  subsidiaries. 
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No  wonder  the  Brits  delayed  the  Chunnel: 

It  makes  escape  to  Paris  easier,  faster  and  cheaper. 

Breakfast  at  the  Savoy, 
lunch  at  Brasserie  Lipp 


By  Peter  Fuhrman 

The  Channel  Tunnel  is  at  last  open, 
and  with  it  regular  nonstop  train  ser- 
vice between  London  and  Paris. 

The  trip,  linking  Waterloo  Station 
in  the  heart  of  London  to  Paris'  Gare 
du  Nord,  takes  only  three  hours. 
That's  about  a  half-hour  faster  than  it 
takes  to  fly,  when  you  include  getting 
to  and  from  airports.  It's  also  a  lot  less 
stressful. 

A  separate  service  through  the  tun- 
nel links  London  and  Brussels.  These 
trains  stop  once,  in  the  French  city  of 
Lille,  where  passengers  can  board  the 
high-speed  Trains  a  Grande  Vitesse, 
or  more  familiarly  tgvs,  to  much  of 
France . 

At  present  there  are  five  departures 
from  London  and  from  Paris  every 
day  except  Friday  and  Sunday,  when 
there  are  six.  Between  London  and 
Brussels,  three  a  day.  By  early  May 
there  will  be  eight  departures  daily 
to  Paris. 

From  London  you  catch  the  trains 
at  the  new  Waterloo  terminal,  just 
across  the  Thames  from  the  Houses  of 
Parliament.  The  terminal  building  is  a 
curving  sleeve  of  glass  and  steel,  built 
along  an  elevated  section  of  the  Vic- 
torian-era Waterloo  Station.  A  cab 
ride  to  the  terminal  from  London's 
West  End  or  the  business  district  of 
the  City  costs  about  $1 5  and  takes  less 
than  15  minutes.  Compare  $60  each 
way  to  Heathrow. 

For  now,  things  are  pretty  quiet 
inside  the  new  international  terminal. 
But  when  the  train  service  reaches  its 
planned  level  of  12  trains  per  day  to 
both  Paris  and  Brussels  in  1998,  Wa- 
terloo is  expected  to  handle  25,000 
passengers  a  day,  five  times  the  cur- 
rent level. 

Passengers  must  arrive  at  the  termi- 
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nal  20  minutes  before  departure. 
There  is  an  airport-style  security 
check,  but  immigration  controls  are 
carried  out  on  board. 

Baggage?  No  problem — there  is 
ample  baggage  space  on  each  car- 
riage, and  handcarts  are  available  for 
toting  your  gear  to  and  from  trains. 


You  can  buy  tickets  at  the  termin  'ih 
or  book  by  phone  through  Eurost 
the  consortium  of  British,  French  a 
Belgian  nationalized  rail  compan 
that  now  operates  the  trains. 


nfcntab 


iirplan 
mistake 


iompa 


Round-trip    fares    from    Londd  ffl^Pr 
$300  in  first  class;  and  $150  fori 
airplane-style  seat  in  the  second-cl  \ 


partments. 

urostar's  first  order  of  business  is 
'in  over  from  the  airlines  a  large 
e  of  business  travelers,  especially 
/een  London  and  Paris,  the  busi- 
ir  route  in  Europe.  So,  the  round- 
first-class  train  fares  have  been  set 
D  below  those  of  competing 
id-trip  business-class  tickets  on 
sh  Airways  or  Air  France. 
nee  on  board,  first  or  second 
,  it's  ail  assigned  seating.  In  first 
you  can  choose  window  or  aisle 
;,  facing  either  front  or  rear.  Some 
;  are  grouped  around  spacious 
den  tables. 

;ats  in  first  class  are  larger  and 
e  comfortable  than  a  business- 
airplane  seat.  But  no  one  would 
mistake  the  starkly  modern  first- 
compartments  for  those  of  the 
:nt  Express. 

bod?  First-class  passengers  get  a 
•course  meal  served  at  their  seats 


and  free  beverage  service.  Second- 
class  passengers  help  themselves  in 
the  buffet  car.  The  food  is  better  than 
what  you  get  on  the  45-minute  Lon- 
don-to-Paris  flight,  but  not  up  to  the 
old  European  tradition  of  dining  in 
richly  appointed  dining  cars. 

The  journey  from  Waterloo  to  the 
tunnel  takes  nearly  an  hour  as  the 
train  creaks  its  way — at  60  miles  per 
hour — through  Kent.  The  passage 
through  the  31 -mile-long  tunnel 
takes  about  20  minutes  and  is  so 
smooth  that  you  don't  even  sense 
descending  or  ascending,  despite  the 
fact  that  the  tunnel  dips  to  400  feet 
below  sea  level. 

On  the  French  side  the  electric  train 
picks  up  speed,  quickly  reaching  its 
cruising  speed  of  200  miles  per  hour 
along  new,  arrow-straight  tracks.  The 
scenery,  for  the  most  part,  is  bland — 
acre  upon  acre  of  flat,  heavily  subsi- 
dized French  farmland. 


The  train  decelerates  just  as  it  pulls 
into  the  Gare  du  Nord,  recently 
spiffed  up  to  compete  with  the  new 
Waterloo  terminal. 

It's  a  short  walk  from  the  train  to 
the  cab  rank  or  the  Metro.  Using 
either,  you  are  no  more  than  20  min- 
utes away  from  the  main  business  and 
tourist  areas  of  Paris. 

For  booking  seats,  Eurostar  from 
the  U.S.  is  at  01 1  -44-233-617575.  In 
a  few  months,  after  Eurostar  finalizes 
an  agreement  with  the  Sabre  reserva- 
tion system,  it  will  be  possible  to  book 
tickets  through  travel  agents  any- 
where in  the  world. 

Bigger  changes  are  on  the  way  this 
fall.  The  British  government  is  going 
to  turn  over  the  management  of  its 
part  of  Eurostar  to  a  private  operator. 
The  clear  favorite  to  win  the  contract 
is  a  consortium  led  by  Richard  Bran- 
son's Virgin  Group  and  includes 
U.S.  construction  giant  Bechtel.  Vir- 


A  Eurostar  train  at 
London's  Waterloo 
Station  (left); 
passengers  in  a  roomy 
first-class  compartment 
Through  the  tunnel 
into  the  heart 
of  Paris  in  three 
hours.  Both  cheaper 
and  more  comfortable 
than  airline 
business  class. 


gin  promises  a  host  of  amenities, 
from  seat-back  video  players  to  fre- 
quent-traveler awards  to  special  pro- 
motional fares. 

How  are  the  airlines  reacting?  Brit- 
ish Airways  and  Air  France  have 
slashed  round-trip  economy  fares  to 
Paris  to  $120— $30  less  than  the 
economy  rail  fare — if  you  stay  over 
Saturday  night. 

But  for  now  at  least,  the  new  kid  on 
the  block  is  doing  quite  well,  with 
Eurostar  trains  between  London  and 
Paris  already  averaging  about  75% 
occupancy.  ■■ 


ies"  March  13,  1995 
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Car  and  Driver  has  called  the  Lexus  Coupe  "possibly  the  best  car  on  the  planet."*  Not  that  you'd  demand  ar 


ie  and  location  of  the  Lexus  dealer  nearest  vou,  call  800-1 SA-LEXUS.     Cm\  I    1""  XA   I^S 


The  Relentless  Pursuit  Of  Perfection. 


UULLLUIUnO 


PERSONAL  AFFAIRS 


There  is  magic  and  mystery  in  masks, 
for  which  collectors  will  pay  plenty. 
No  wonder  fakes  are  so  common. 

Face  value 


By  Brigid  McMenamin 

The  Igala  people  of  Nigeria  tradi- 
tionally used  a  mask — known  as  the 
Egu  Oramamu  mask — to  bring  mur- 
derers to  justice.  Carved  in  wood  and 
painted  white,  with  black  features  and 
pegged  teeth,  the  mask  spelled  doom 
to  suspected  killers. 

Whenever  there  was  a  murder,  the 
elders  would  convene,  determine  the 
culprit,  and  then  follow  a  strong 
young  man  wearing  the  mask  to  the 
suspect's  home.  "It  was  as  if  the  mask 
somehow   had   divine   knowledge, " 


says  Indiana  University  Professor 
Emeritus  Roy  Sieber,  a  world -re- 
nowned expert  on  African  art. 

The  accused  would  then  be  turned 
over  to  the  family  of  the  victim,  who'd 
strangle  him. 

Tribal  masks  have  become  prized 
collectibles.  Last  year  an  Eskimo  mask 
depicting  a  hunter  and  seal  in  a  kayak 
sold  at  Sotheby's  in  New  York  for 
$189,500.  In  1990  an  old  wooden 
mask  from  the  Bamileke  tribe  in  Afri- 
ca went  for  $319,000.  The  following 


Wally  Zollman  with  jade  Olmec  mask  c.  900  B.C. 

"Is  anything  more  appropriate  for  a  plastic  surgeon?' 
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year,  an  ancient  pre-Columbian 
mec  mask  fetched  a  record  $429, ( 
at  auction. 

Such  prices  are  a  fairly  new  p 
nomenon.   As   collecting  catego 
go,  masks  began  to  get  serious  att 
tion  from  art  collectors  in  this  cer 
ry.  A  seminal  event  was  a  tribal 
exhibit  in  1935,  at  New  York's  IV 
ropolitan  Museum  of  Art.  Then 
1957  Nelson  Rockefeller,  who  wa 
early  collector,  built  the  Museun 
Primitive  Art — now  part  of  the  \M 
ropolitan — around     his     collect  I 
Since  then,  other  prominent  col  I 
tors — not  just  of  masks  but  of  all  ki  I    " 
of  primitive  art — have  appeared.  I 
day  they  include  William  Ziff,  adi  |. 
George  Lois  (Forbes,  Feb.  2,  lii^i 
and  sculptor  Armand  Arman.        |  ■ 

One  of  the  largest  private  col 
tions  in  the  U.S.  belongs  to  Indiai 
olis  plastic  surgeon  Charles  Wal   jjm] 
(Wally)    Zollman.     His    collect      ■% 
which  has  its  own  full-time  curate    :!ll() 
worth  several  million  dollars.  It!  y^i 
eludes  African  spirit  masks,  pre- 1  f  \ 
lumbian  jade  and  stone  masks,  sai    -;,■ 
wooden  Himalayan  masks,  cole 
Amazonian  feather  masks  and  t\  j^, 
ancient  Chinese  burial  masks. 
300-mask  collection  is  housed 
1,600-square-foot  gallery  underr 
Zollman  Center  for  Plastic  and  H 
Surgery  in  Indianapolis. 

"Is  anything  more  appropriate 
plastic  surgeon?"  asks  Zollman, 
started  collecting  masks  in  1985  w 
he  happened  upon  a  jade  Olmec  r 
carved  in  Guatemala  around  900 
That  mask  is  currently  worth  at 
$500,000. 

Enchanted  by  its  soft,  serene  :  ( 
he  began  to  hunt  for  other  ant 
American  masks  and  figures:  a  g 
and  white  West  Mexico  stone  n 
(500  to  200  B.C.);  several  litde  (1 
inches  tall)  jade  maskettes  once  1 
as  pendants;  and  many  other  strii 
pre-Columbian  faces. 

Those  acquisitions  led  him  to     jj 
can,  Asian  and  Amazonian  mask; 

Zollman  learned  early  on  that  1 
are  everywhere — from  tribal 
themselves  to  your  corner  curio  s 
As  far  back  as  1976  the  problem 
so  acute  that  the  quarterly  Afi 
Arts  devoted  an  entire  issue  tc 
problem — and  gave  some  tip? 
spotting  fakes.  Of  course,  that  p 
cation   soon   turned   up   in   A 
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3C  serpentine  mask  c.  1150-550  B.C. 
died  $429,000  at  Sotheby's  in  1991. 


;re  it's  required  reading  for  forg- 
Warns  New  York  dealer  Eric  Rob- 
on,  "Reproductions  are  brought 
iD  1)  this  country  in  container-loads.'1 
I  uid  the  fakes  get  better  and  better, 
ms  St.  Louis  art  dealer  Thomas 
•*  xander.  He  admits  to  having  once 
°t  1  an  African  mask — blessed  by  two 
erts — only  to  discover  that  it  was  a 
"If  there's  a  dealer  who  tells  you 
^  never  sold  a  fake,  he's  lying,"  says 
n  Buxton,  a  Dallas-based  dealer 
appraiser. 

low  not  to  be  taken?  Savvy  collec- 
':i    do  a  lot  of  research  before  coun- 
ting to  buy.  Say  you're  thinking  of 
ing  a  mask  that's  said  to  have  been 
k  by  the  Dan  people  in  Africa, 
isult  the  Robert  Goldwater  Li- 
y  at  New  York's   Metropolitan 
seum  of  Art  (212-879-5500)  for  a 
«at  >k  on  Dan  masks.  You'll  notice 
a4[  most  stand  less  than  13  inches 
til    If  the  one  you're  considering  is 
onci  ler  to  2  feet,  there  may  be  a  prob- 
flc  1  with  it. 

MCCj  r's  also  wise  to  hire  appraisers  to 
ETSO  ie  what  you  buy.  They  usually 
rge  by  the  hour,  typically  $125  to 
unto  ,0,  or  by  the  job.  "Anyone  who 
m  rges  you  a  percentage  is  a  crook," 
ldui  Buxton,  who  also  operates  a  ser- 
ribal  that  tracks  mask  prices.  (You  can 
.unoi  h  Art  Trak  at  214-979-0009.) 
obkj  lost  dealers  and  auction  houses 
\\  4  rantee  what  they  sell,  but  some- 
..;R  wS  they  get  fooled.  In  May  1981 
ie  op  leby's  pulled  a  mask  attributed  to 
dut |  Ibibio  people  in  Nigeria  from 
in  J  tion  when  experts  who  saw  it  on  a 
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catalog  cover  pronounced  it  a  phony. 

Tribespeople  themselves  can't  al- 
w  ays  tell  whether  a  mask  is  real  or  fake. 
James  Paris,  an  anthropology  profes- 
sor at  the  University  of  Connecticut, 
once  spotted  some  fake  Navajo  heal- 
ing masks  at  Santa  Fe's  Wheelwright 
Museum  of  the  American  Indian. 
They'd  been  donated  by  some 
wealthy  former  trustees.  But  instead 
of  destroying  the  phonies,  the  muse- 
um gave  them  to  the  Navajo  Commu- 
nity College.  Faris  believes  that  at 
least  one  of  these  masks  is  still  in  use  in 
healing  practices.  "All  kinds  of  fake 
things  become  real,"  shrugs  Faris. 

Sotheby's  is  planning  three  auc- 
tions that  will  include  masks:  Tribal 
Art  (May  4),  pre-Columbian  (May 
16)  and  American  Indian  (May  23). 

Before  you  go,  read  Masks  and  the 
Art  of  Expression  (Harry  N.  Abrams, 
Inc.,  1994),  available  from  Oceanie- 
Afrique  Noir  (oan),  15  West  39th 
Street,  2d  floor,  New  York,  N.Y. 
10018-3906  (212-840-8844).  Cost: 


Central  Bamileke  mask 

Took  in  $319,000  at  Sotheby's  in  1990. 


$50.  Or  subscribe  to  the   World  of 
Tribal  Arts,  a  quarterly  published  by 
Tribarts,    814   Montgomery   Street, 
San  Francisco,  Calif.  94133   (415- 
567-6141).  n 


Wally  Zollman's  Indianapolis  gallery 

"I  like  to  have  things  I  can  see  and  love." 
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Skill  at  backgammon,  poker,  bridge  or  chess  may  well 
get  you  further  along  the  career  path  than  your  college 
degree  or  social  connections.  Parents,  take  note. 

They  play  to  win 


By  Philip  E.  Ross 

Which  looks  better  on  a  resume? 

(a)  An  undergraduate  degree  in 
marketing. 

(b)  An  M.B.A.  from  a  decent  busi- 
ness school. 

(c)  A  victon,'  at  an  important 
bridge,  poker,  backgammon  or  chess 
tournament. 

If  you  chose  ( c ),  you  may  be  on  to 
something.  Successful  games  players 
are  thick  on  the  ground  in  the  upper 
echelons  of  business,  and  often  like  to 
hire  people  with  similar  aptitudes. 

"Give  me  a  choice  between  100 
bridge  players  or  100  college  grads, 
and  I'll  take  the  bridge  players  in  a 
second — they're  used  to  always  being 
dealt  a  new  hand,"  says  Norman 
Weinstein,  an  international  chess 
master  and  member  at  Odyssey  Part- 
ners, the  big  hedge  fund.  "Backgam- 
mon's even  better:  You  start  from  the 
same  position,  but  the  dice  require 
vou  to  plav  differently  each  time." 

Wall  Streeter  James  Cayne,  chief 
executive  of  Bear,  Stearns  &  Co.,  has 
won  1 1  national  bridge  champion- 
ships and  represented  the  U.S.  in 
international  tournaments  13  times. 
He  thinks  bridge  is  ail  excellent  back- 
ground for  any  fast-moving  business. 
"In  bridge  you  never  face  the  same 
problem  twice, "  says  Cayne,  whose 
boss,  Alan  C.  (Ace )  Greenberg,  is  also 
an  accomplished  bridge  amateur. 
Berkshire  Hathaway's  Warren  Buffett 
and  cbs'  Lawrence  Tisch  are  both 
strong  amateur  bridge  players. 

Kim  Woo-Choong,  chairman  of 
Daewoo  Group,  the  S41  billion 
( 1994  sales)  Korean  conglomerate,  is 
a  strong  amateur  in  the  Oriental  game 
of  go.  "I  found  that  this  has  improved 
my  capabilities  to  assess  changes  in  the 
business  climate,"  says  Kim. 

"There's  a  tremendous  amount  of 
risk-taking  involved  in  each  move — if 
vou  make  the  wrong  move,  your  op- 
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ponent  captures  your  stones.  So  the 
more  you  play  the  game,  the  more 
expert  vou  become  in  taking  calculat- 
ed risks,"  he  adds. 

Media  billionaire  John  Kluge 
earned  money  playing  poker  during 
his  student  davs  at  Columbia,  where 
he  was  admonished  for  his  card  plav- 
ing  (Forbes,  Oct.  22,  1990).  Other 
high-stakes  poker  players  include  fi- 
nancier Carl  Icahn;  Kentuckv  Fried 
Chicken's  key  developer,  John  Y. 
Brown  Jr.;  and  Petrie  Stores'  late 
Milton  Petrie. 

Most  businessmen/games  players 
say  excellence  in  playing  games  of  skill 
is  a  reasonably  accurate  predictor  of 
success — perhaps  more  accurate  than 
a  Harvard  M.B.A.  Assuming,  of 
course,  that  the  candidate  actually 
wants  the  job.  "Most  bridge  players 
don't  want  to  work,"  laughs  Bear, 
Stearns'  Cayne. 

Whether  the  game  is  poker,  gin 
rummy,  bridge,  backgammon  or 
chess,  at  the  top  levels  of  play  the  skills 
rewarded  are  all  vitally  important  in 
business.  Among  them  are  discipline, 
memory,  coolness  under  pressure, 
psychological  insightfulness,  a  readi- 
ness to  stick  to  a  strategy  even  when  it 
produces  losing  streaks  in  the  short 
run,  and  rapid  and  intuitive  calcula- 
tion of  probabilities — of  spotting  op- 
portunities and  balancing  risks  against 
rewards. 

Michael  Becker,  a  champion  bridge 
player  and  a  trader  on  the  American 
Stock  Exchange,  says  each  game  helps 
form  specific  strengths.  Backgammon 
and  blackjack  teach  how  to  plav  the 
odds;  poker  teaches  bluffing  and  oth- 
er psychological  skills;  bridge,  with  its 
constant  table  chatter,  adds  social 
skills  that  can  prove  useful  in  the 
financial  world's  clubby  atmosphere. 

Chess?  Becker  is  of  tw  o  minds  on 
chess.  He  says  it  emphasizes  analvtical 


Bear.  Stearns'  James  Cayne 

"In  bridge  you  never  face  the  same 

problem  twice." 


abilitv,  but  at  the  expense  of  S' 
skills.  { If  you  doubt  this  think  of  s 
of  the  great  chess  misfits,  like 
U.S.'  Bobby  Fischer. )  But  Becker 
admits  that  one  of  his  most  succe 
trainees  is  a  chess  grandmaster:  1 
aid  Henley,  who  now  runs  his 
options-trading  firm,  Tumble\ 
Trading. 

Becker  says  that  of  Amex's 
traders,  90  are  accomplished  gi. 
players.   He   claims  he   and   Re 
Rubin,  his  partner  in  bridge  ar 
business,  have  recruited  and  trs 
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ur    years    ago    Bankers    Trust 

nted  an  audacious  hiring  experi- 

t.  It  ran  recruitment  ads  in  Chess 

and    other    games    magazines 

lghout  the  world  inviting  players 

ply  for  jobs  in  the  firm's  trading 

ion.  The  ads  drew  over  1,000 

mes — mostly  from  chess  players. 

extensive  winnowing,  the  bank 

iai§viewed    100    respondents    and 

5. 

suits:  One  hire — Anna  Ahsharu- 

i,  a  three-time  Soviet  women's 

champion — is    still    with    the 

although  she   switched   from 

ng    to    computer    analysis.    A 

Jedi  dmaster,  Maxim  Dlugy,  traded 

managed  funds  for  four  years 

'e  leaving  the  firm  to  work  in  the 

i   ging  markets  of  Eastern  Europe 

Russia,  his  native  land.  An  En 

grandmaster,  David  Norwood, 

ot  take  to  the  financial  world  and 

eturned  to  professional  chess. 

rj  jlme  Bono,  a  senior  master,  stil 

:s  foreign  exchange,  but  now  for 

in'jt    National  Bank  of  Chicago. 
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That's  a  pretty  good  success  rate, 
but  not  quite  what  BT  was  looking  for. 
It  wanted  to  clone  Norman  Wein- 
stein — before  he  joined  Odyssey  Part- 
ners in  November,  Weinstein  was  an 
international  chess  master  turned  BT 
foreign-exchange  trader  extraordi- 
naire. Weinstein  insisted  that  he  owed 
his  success  to  his  background  in  chess. 

"In  chess,  you  learn  to  plan  varia- 
tions of  play,  to  make  a  decision  tree," 
says  Weinstein.  "One  thing  I  find 
myself  better  in  than  most  people  is 
developing  a  strategy  and  implement- 
ing it.  I'll  say,  'If  he  does  this,  we'll  do 
that,'  whereas  many  very,  very  bright 
people  will  talk  in  generalities." 

He  offers  an  example.  Two  years 
ago,  when  he  was  running  a  large 
European  currency  fund,  Weinstein 
analyzed  the  possible  breakup  of  the 
European  monetary  system.  "To 
make  a  play  on  this  involved  shorting 
a  number  of  currencies,  which  is  very 
expensive  to  do,"  he  says.  "So  I  and 
people  who  worked  with  me  did  a  poll 
of  traders  and  economists,  asked  them 
to  guess  the  probabilities  of  a  break- 
up, and  ran  these  through  the  risk- 
return  analysis.  The  results  made  it 
clear  that  it  would  be  profitable  to 
keep  on  shorting  the  market,  despite 
the  day-to-day  losses.  It  paid  oil  in 
about  one  month." 


Odyssey  Partners'  Norman  Weinstein 
Chess  teaches  concrete  planning. 


Weinstein  now  thinks  that  this  kind 
of  analytical  thinking  is  fostered  even 
more  by  other  games  he's  mastered. 
(Note  to  parents:  For  an  excellent  list 
of  books  on  games  and  the  mathemat- 
ics of  play,  write  Howard  Schwartz, 
The  Gamblers'  Book  Club,  630 
South  11th  St.,  Las  Vegas,  NV 
89101.) 

Blair  Hull  is  an  options  trader  who 
got  his  S25,000  investing  stake  play- 
ing a  card-counting  strategy  at  the 
blackjack  tables  of  Nevada.  Today  his 
Hull  Trading  Co.,  in  Chicago,  em- 
ploys some  40  traders — half  of  them 
accomplished  games  players. 

Hull  says  the  most  important  part 
of  his  blackjack  experience  was  learn- 
ing how  to  manage  his  capital 
through  losing  streaks — clearly  an  im- 
portant discipline  in  trading.  Hull: 
"When  I  think  of  my  blackjack  experi- 
ence, and  the  many  ups  and  downs, 
and  losing  the  bank  on  occasion  and 
emotionally  weathering  the  storms 
over  five  years,  I  think  it  trained  me  to 
have  emotional  stability." 

Might  Harvard's  business  school 
some  day  offer  courses  in  blackjack, 
poker  and  backgammon?  Might  not 
be  a  bad  idea.  M 
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Slam  dunk 

In  junior  high  school  in 
Clinton,  Md.,  Susan 
O'MaJley  got  a  B+  on  a 
paper  about  what  she  want- 
ed to  be  when  she  grew 
up — head  of  a  professional 
sports  team.  "My  teacher 
said  it  was  good,"  O'Mal- 
ley  says,  "but  not  very 
realistic." 

So  much  for  that  as- 
sessment. Four  years  ago,  at 
29,  O'Malley  became 
president  of  basketball's 
Washington  Bullets  and 
the  National  Basketball 


Washington  Bullets'  Susan  O'Malley 
with  star  forward  Juwan  Howard 
Packing  'em  in  to  watch  them  lose. 


Association's  first  woman 
to  hold  the  title.  O'Malley 
started  at  the  Bullets  in 
1986  as  director  of  adver- 
tising. Stints  as  marketing 
director  and  executive  vice 
president  followed  before 
she  cinched  the  top  spot. 
With  a  dismal  season- 
ticket  renewal  rate  of  only 
62%,  O'Malley  started  a 
monthly  newsletter,  staff 
calls  to  ticket  holders, 
holiday  cards  and  player  re- 
ceptions. Renewals  now 
run  95% — not  bad  for  a 
team  with  the  second- 
worst  record  in  the 
g  NBA.  Radio  reve- 
I  nue  is  up  68%  since 
|  O'Malley 
|  brought  production 
and  ad  sales  in- 
house,  and  last  year 
sellouts  hit  a  re- 
cord 20  of  42 
games. 

With  a  winning 
back  office,  O'Mal- 
ley was  ready  to 
leave  this  year.  But 
team  owner  Abe 
Pollin  put  O'Malley 
in  charge  of  rais- 
ing revenue  for  the 
new  $180  million 
arena  he's  building 
in  downtown 
D.C.  After  that's 
open  in  1997, 
O'Malley  says  she 
will  move  on. 


It  all  ads  up 

When  the  dust  setded 
from  Omnicom 's  surprise 
announcement  last 
month  that  its  TBWA  unit 
was  buying  Chiat/Day, 
the  big  winner  was  Ade- 
laide Horton,  who  will  be 
chief  operating  officer  of 
the  combined  $2  billion 
(billings)  ad  agencies. 

It's  the  latest  in  a  string 
of  successes  for  the  44-year- 
old  North  Carolina  na- 


tive, who  started  at  Chiat/ 
Day  in  1980  to  set  up  a 
new  computer  system  and 
rose  quickly  to  head  of 
client  accounting,  then  fi- 
nance director. 

Horton's  rapid  rise  at- 
tracted attention.  In  1990 
rival  ad  agency  Lowe 
Group  recruited  her  as  chief 
operating  officer.  But  in 
less  than  a  year,  when 
Lowe's  parent,  Interpub- 
lic, started  taking  over  some 
of  her  responsibilities, 
Horton  quit  to  return  to 


Music  man 


Steven  Murphy 
of  Angel  Records 
Will  Benedictine 
monks  be  the  next 
Beatles? 


Last  year's  most  unlikely 
recording  hit — reaching 
number  1  on  the  classical 
charts  and  number  3  on  the 
pop  charts — was  Chant, 
an  album  by  Benedictine 
monks  singing  6th-cen- 
tury  music.  Credit  Steven 
Murphy,  40,  head  of 
emi's  $70  million  (estimat- 
ed 1994  U.S.  sales)  classi- 
cal division,  Angel  Records. 
It  was  Murphy's  idea  to 
package  Chant  to  look  like 
a  1970s  rock  album  by 
The  Who.  Supported  by  a 
$1  million  marketing 
blitz,  Chant  has  sold  an 
astounding  3  million  al- 
bums in  the  U.S.  to  date. 
A  rising  star  in  publish- 
ing— Murphy  spent  six 
years  as  an  editor  at  Si- 
mon &  Schuster  and 
moved  up  quickly  to  head 
of  travel  books — Murphy 
was  lured  to  manage  the 
moribund  Angel  label  in 


Adelaide  Horton 
Virtual  leader. 
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1990.  Moving  the  con 
pany  to  New  York  fror 
Los  Angeles,  Murphy 
brought  manufacturin 
the  U.S.  from  German 
and  created  new  tracki 
systems  to  maintain  le; 
inventory. 

Next,  Murphy  decic 
to  expand  the  line  fror 
strictly  classical  fare.  " 
said,  'Let's  find  out  wl 
else  our  customers  bu) 
and  give  it  to  them.'  ' 
went  after  Broadway  n 
sicals,  where  RCA  had  1 
dominated  the  market 
Murphy  signed  Stepht 
Sondheim  away  from 
RCA,  and  is  now  snappii 
rca's  heels. 

For  an  encore  to 
Chant,  Murphy  has  re* 
ed  Vision,  the  music  o 
12th-century  nun  Hil 
gard  von  Bingen.  Sine 
November,  it  has  sold 
200,000  copies. 


Chiat,  this  time  as  chi 
operating  officer.  The: 
helped  develop  the  agj 
cy's  much  hyped  "virt 
office"  concept,  wher 
everyone  can  work  frc 
home  with  faxes  and  < 
lular  phones. 

What's  next?  Hortc 
wants  in  on  the  multii 
craze.  "Whether  that' 
running  an  agency  or 
production  company, 
says  Horton,  "I  really 
think  that's  where  tht 
future  is." 
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"Ive  had  to  ilj,  sit  in  taxis, 

attend  meetings  and  live  on  snacks 

ror  24  nours  straight.  Now  what?" 
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Now,  you  decompress  at  the  Four  Seasons  Hotel  Singapore,  where  the  demands  or  business  are  anything  but 

ding.  A  shirt  pressed  within  an  hour?  A  plane  ticket  in  minutes?  We  re  at  your  service  24  hours  a  day. 

need  to  work,  our  Business  Center  is  open  365  days  a  year.  And  when  you  aren't  working,  you  can 

mt  in  a  rooftop  lap  pool,  on  a  golf  simulator  machine,  or  on  the  only  air-conditioned     r,  q 

courts  in  town.  Phone  your  travel  counselor  or  Four  Seasons  ror  more  about  the  luxury      A  UUft  OJjiioU^  o  X1U  1  rLl_/ 
\  that's  just  minutes  from  downtown — and  light-years  away  horn  the  burdens  ol  business  travel.  *s&ia<zruw 

ORCHARD  BOULEVARD.  SINGAPORE   1024  SINGAPORE.  FOR  RESERVATIONS,  CALL  1-800-332-3442.       A  Four  Seasons  •  Recent  Hotel 
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"End  of  arrogance"  at  the 
National  Education  Association: 
readers  respond 


Sir:  As  an  independent  schoolteacher 
I  am  thankful  that  I  am  not  a  member 
of  the  National  Education  Associa- 
tion. Nevertheless,  your  article  (Feb. 
13)  lost  its  force  when  it  portrayed 
teachers  as  lazy  money- grubbers.  It 
was  unfair  to  categorize  all  of  us  as 
either  flaming  liberals  or  Bible- 
thumpers.  How  about  a  little  respect 
for  the  souls  who  dedicate  their  lives 
to  this  noble  profession? 
-Rodrick  P.  Craven 
Knoxville,  Tenn. 

SIR:  While  you  chose  to  put  a  throw- 
back antiunion  screed  on  the  cover  of 
the  magazine,  a  more  contemporary 
analysis  buried  inside  discussed  a 
transformation  not  dissimilar  from 
what  lies  ahead  for  public  educa- 
tion— Peter  Huber's  piece  on  the 
telecom  revolution.  After  losing  their 
long  fight  against  deregulation,  the 
Bell  phone  companies  successfully 
morphed  from  stodgy  bureaucrats  to 
emerge  as  leaders  in  a  business  that 
demands  customer  focus,  productivi- 
ty growth  and  innovation.  We  will  do 
the  same  in  education. 
-Delaine  Eastin 
State  Superintendent  of  Public 

Instruction 
California  Department  of  Education 
Sacramento,  Calif. 

Sir:  The  basic  structure  that  resulted 
his  country's  most  socialized  en- 
t(  -e  preceded  the  xea  and  aft  by 
ma  ars.  Tenure  policies  and  lock- 
step  ry  schedules  that  disregard 
markt  L«±ce  value  and  merit  weren't 
xea's  ere  >n. 
-WlLLIAA  BAIXBRIDGE 

Westerville, 

Sir:  The  map  of  states  with  xea 
strength  contradicts  the  argument 
that  the  xea  damages  educoaon.  The 
strong  XEA  states  are  also  the  states 
providing  the  best  education  as  mea- 


sured by  student  performance  on  na- 
tional tests  such  as  the  SAT. 
-Justus  Horstman 
Boulder,  Colo. 

Sir:  I  dropped  membership  when  XEA 
supported  "'sensitivity  training," 
"new  math,"  and  "Jesse  Jackson  for 
President."  Now  XEA  recommends 
"outcome-based"  and  "whole  lan- 
guage" education.  It's  their  latest  at- 
tempt to  obfuscate  learning  and  opt 
for  political  correctness  without  any 
fair  sampling  of  teacher  opinion. 
-Larry  Dada 
Ferndale,  Calif. 

Sir:  The  National  Parent  Teachers 
Association  is  a  grass-roots,  volun- 
teer, private,  nonprofit  organization 
with  an  annual  budget  of  less  than  $6 
million.    It   is   independent,   with   a 
broad  mission  to  improve  the  health, 
education  and  welfare  of  all  children 
in  this  country.  We  have  never  exclud- 
ed anyone  from  membership. 
-Kathryx  Whitfill 
President 
National  pta 
Chicago,  III. 

Sir:  As  a  teacher  since  1956 — and  as  a 
person  who  is  neither  Republican  nor 
Democrat — I  have  long  been  in  favor 
of  a  voucher  svstem.  This  would  re- 
ward teachers  who  want  to  teach,  free 
from  a  top-heaw,  authoritarian,  over- 


paid, unresponsive,  uncaring  and 
reaucratic  managerial  class. 
-Edward  C.  Br^xdt  Jr. 
Radford,  Va. 

Sir:  Leslie  Spencer  and  Peter  Br 
low  have  scored  again.  Victimize 
a  2 5 -year-old  law  that  has  cost 
taxpayers  an  average  of  $90,00( 
year  per  school  district  just  to  pa 
the  process  of  bargaining,  Penns 
nia  has  achieved  such  national  i 
ings  as  first  in  teacher  strikes,  six 
adult  literacy,  and  45th  in  sat  sc 
And  in  the  state  boasting  "Am 
starts  here,"  individual  freedon 
teachers  has  been  banished.  Your 
cle  is  a  call  for  every  parent,  cit 
and  yes,  teacher,  in  the  nation, 
return  our  schools  to  the  citizens 
pa}'  for  them,  the  parents  who  cai 
them,  and  the  children  for  whom 
are  supposed  to  exist.  Kick  ou. 
special  interests,  open  up  the  sy 
and  let  our  competent  and  dedi< 
teachers  do  what  they  do  best. 
-Susax  Staub 
President 

Pennsylvanians  for  right  to  work, 
Harrisburg,  Pa. 

Sir:  Criticize  the  XEA  if  you  wish 
don't  pick  on  teachers!  Problei 
the  schools  are  reflections  of  chj 
in  the  fabric  of  our  society. 
-Jeri  Axxe  Hampton 
Atlanta,  Ga. 

Sir:  Here  is  an  example  of  one  '] 
come-based  education"  idea  th 
developed  when  I  was  on  a  s< 
board  five  years  ago:  "95%  of 
school  seniors  will  read  at  thtl 
grade  level."  We  would  have  m  | 
tougher,  but  state  law  around  gr: 
tion  would  not  allow  it.  Any  sti) 
who  did  not  reach  this  standard  • 
attend  adult  education  classes 
out  charge. 
-Bruce  M.  Tyler 
Plymouth,  Minn. 

Sir:  I'm  sending  a  copy  to  Gov 
John  Engler.  School  lobbyists  at 
ing  to  sweep  our  state's  current] 
nue  surplus  into  a  ridiculous  "E  | 
tion  Stabilization  Fund."  Perha 
governor  can  shake  a  FORBES  in  I 
faces,  and  say  "enough." 
-James  Neill 
Ferndale,  Mich. 
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ven  at  i 


our, 


vou  had  a  £ood  head  ior  busi 


usiness. 


Face  it,  your  success  is  no 
accident.  You  didn't  get  to  this 
point  by  being  just  like  everyone 
else.  Doing  just  like  everyone  else. 
Or  making  the  same  choices  as 
everyone  else.  Maybe  you  ougbt 
to  consider  Tne  Quiet  Company, 
Northwestern  Mutual  Lire.  You'll 
rind  yourself  dealing  with  a  pro- 
fessional who  knows  the  value  or 
hard  work  and  the  need  to  protect 
its  rewards.  An  agent  who's  part 
or  the  sales  force  ranked  best  in 
the  country.  You'll  rind  a  company 
named  the  most  financially  sound 
lire  insurance  company"  in  Fortune® 
magazine's  annual  survey.  When 
you  think  about  where  you  and 
your  family  are  headed,  choosing 
Northwestern  Mutual  Lire  makes 
a  lot  or  good  sense. 

Northwestern 
Mutual  Life 

The  Quiet  Company 


.  ■     :■■.'; 


You  Are  Tne  Climber,  Itour 

Investments  Are  Tne  Mountains. 

We  Are  Tne  Compass. 


->  - 1  -  ■>  *•  -< 
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Ihese  days,  a  complex  marketplace 
can  become  a  challenging  terrain 
for  your  investment  portfolio. 
rAt  TCW,  we  emphasize  a  guided 
approacTi  to  investing.  First,  we  analyze  your  objectives 
and  hi  t<  -ranee.  Then  we  use  our  expertise  in  asset 
allocation  a  id  portfolio  management  to  help  you  meet 
your  financial  goals.  Should  the  market  conditions 
change  en  route,  we  reference  our  strategy  and  adjust 
your  investments  accordingly.  This  approach  to 
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investing  has  helped  TCW  climb  from  $8  millior 
over  $50  billion  under  management  in  just  22  year 
you  have  assets  of  $5  million  or  more  and  you  wc 
like  more  information  on  TCW,  please  conti 
Jeffrey  V.  Peterson,  Managing  Director  at  (213)  244-C 


The      TCW      Group 


•  -v  itn 


•  Over  $50  billion  under  management. 

•  Over  40  distinct  investment  strategies:  equities 
fixed  income,  international  &  alternative. 

•  Comprehensive  asset  allocation. 

•Exemplary  long-term  investment 
performance. 

•Continuity  of  management. 


Ctrnpany 
fan's 


tofoii 


«;i!i 


m 


Trust  Company  Of  The  West 

A  Member  of  The  TCW  Group 
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BY  ERIC  S.  HARDY 


I 


ild  small  growth  stocks  be  on  the 
$c  of  a  rally?  Periods  of  sharply 
ig  corporate  earnings  and  peaking 
rest  rates  can  often  precede  a  bull 
ket  for  small  growth  stocks.  The 
prerequisite  is  in  place;  the 
»nd  depends  on  whether  the  Fed- 
Reserve  will  stop  hiking  rates, 
lorgan  Stanley's  Michael  Sorell 
that  when  the  small-stock  rally 
ts,  the  winners  are  likely  to  be 
is  with  strong  growth  in  profits 
sales — and  high  returns  on 
ity.  Bv  these  measures,  Sorell  is 
ently  less  inclined  to  recommend 
s  such  as  biotech,  cellular  com- 
lications  or,  if  the  company  is  a 

p,  cable  television, 
i  what  does  Sorell  like?  He  points 
|'esta  Insurance,  a  property  under- 
er  that  is  a  rarity  in  consistently 
.ving  an  underwriting  profit, 
ther  pick:  Broderbund  Software, 
blisher  he  expects  to  sharply 
ase  its  profits  this  year. 


pecial  focus 


ouble  ahead?  These  eight  firms, 
ough  still  profitable,  have  seen  steady 
osion  in  their  profit  margins  (net 
come  divided  by  sales)  over  the  past 
iree  years.  Among  the  possible  explana- 
ons  are  increasing  competition,  falling 
ficiency  or  a  deteriorating  balance 
icet-none  encouraging. 

Diminishing  returns 


' 


Company 
r|  Archer  Daniels 

Bruno's 

Geodynamics 


Net  margin 
1994      1991 

4.3%      5.5% 


1.4 
1.6 


Octet  Communications      3.3 


2.7 

5.6 
11.1 


Penwest  Ltd                    3.8  7.9 

Riser  Foods                      0.1  0.9 

Robbins  &  Myers              5.2  11.0 

Synetic                            2.2  12.6 

feritef  Guide  Database  Service. 


The  overall  market 


3000 
2600 

2200 
1800 

1400 
1000 


The  Barra  All-US  price  index  as  of  2/16/95 

Market  value:  $5,598.6  billion 

P/E:  18.6 

P/E  minus  negative  EPS:  15  2 

Price/book:  2.7 

Yield:  2.4% 


12-month  closeup 


■  Barra  indei 

a  200-day  moving  average 


Performance 
Last  4  weeks 
Since  12/31/94 


Price       Total  return 
2.5%  2.7% 

4.0  4.3 


2800 


2700 


2600 


85     '86      87 


'89     '90     '91     '92     '93     '94    '95 


i   i   i   i   i    i  i  i   i 

FMAMJ    J    ASONOJF 

'94  '95 


The  best  and  worst  performing  stocks 


The  best  and  worst  performing  industry  factors7 


for  period  ending  2/16795.  The  Barra  All-US  price  index  consists  of  all  publicly  traded  common  U.S.  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  trading  on  U.S. 

ADRs,  REITs  and  closed-end  funds  are  excluded. '  Total  return  of  a  portfolio  of  more  than  1 50  large-capitalization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above-average  earnings 

Total  return  of  more  than  300  large-tapitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnmgs  ratios. J  A  dollar-denominated  capitalization-weighted  index  of  more 

100  stocks  from  Europe.  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley  Capital  International  Perspective. '  Index  of  2 1  commodity  futures. '  Source:  Knight-Ridder  Financial  Publishing. 

le.  Source:  IBES.  Inc.  'Shows  return  to  the  industry  factor  after  controlling  for  other  influences,  including  company  size,  value  and  growth  characteristics.  Multi-industry  firms  have  proportional 

utions  in  two  or  more  groups.  NA:  Not  available.  Principal  sour  ce:  Barra,  Inc.,  Berkeley,  Calif. 
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Closeup  on  the  market 

Index  or  investment 

2-week  change 

%  change  from 
1  year  ago        5-year  high 

Barra  All-US  index 

1.8% 

■ 

-0.8  % 

-3.2% 

SiP/Barra  Growth  index1 

2.8 

B 

8.9 

0.0 

S4P/Barra  Value  index 

2.8 

B 

3.1 

0.0 

Dow  lones  industrials 

3.0 

B 

1.7 

0.0 

S&P  500 

2.6 
2.4 

B 

3.2 

0.0 

NYSE 

■ 

0.7 

-1.7 

Nasdaq 

3.9 

Bl 

0.4 

-1.3 

Amex 

2.1 

■ 

-5.6 

-8.2 

EAFE 

-0.2 

1 

-4.5 

-9.1 

CRB  futures  index 

0.4 

1 

3.2 

-5.8 

Gold  -  (Comex  spot) 

11.7 

-2.0 
0.3 

■■■■■■■ 

-1.6 

-11.4 

Yen   (per  $US) 

■ 

-6.4 

1.8 

Oil '  (W  Texas  Intermediate) 

1         

30.7 

-54.8 

Best 

Price 

2-week 
change 

1995 
EPS5 

Worst 

Price 

2-week 
change 

1995 
EPS' 

Actel 

12V2 

52% 

$0.62 

Scherer  Healthcare 

9 

-54% 

NA 

J 

Club  Car 

247/8 

50 

1.26 

Corimon  ADS 

4V8 

-34 

NA 

Alliance  Semiconductor 

38  3/i 
12  1/4 

41 

1.20 

Bufete  Industrial  ADS 

8V8 

-32 

$1.12 

Gaylord  Container 

36 
35 

1.58 
0.59 

Cerplex  Group 

8 

-30 
-29 

1.00 
0.85 

Atria  Software 

38 

TFC  Enterprises 

5V4 

Best 

2-week 
change 

Since 
12/31/94 

Worst 

2-week 
change 

Since 
12/31/94 

Electronics 

7.7% 

14.1% 

Pollution  control 

-7.3% 

2.1% 

Paper 

6.1 
5.8 
5.5 

10.5 
-3.1 
-7  4 

Health  cart 

-1.3 

6.1 

Iron  and  steel 
Trucking 

Tobacco 
Electric  utilities 

-1.2 
-1.2 

4.0 

5.9 

-4.9 

Railroads 

5.4 

11.1 

Precious  metals 

-0.9 

cs  ■  March  13,  1995 
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Knight-Ridder-CRB  spot  indexes 


Knight-Ridder-CRB  futures  indexes 


360 


315 


270 


225 


300 


260 


220 


Precious  metals 


1992 


1993 


All  commodities2 


1994     1995 


/VU- 


180 


1992 


1993 


Futures  index' 


1994 


The  5%  increase  last  year  in  the  Commodity  Research 
Bureau  Futures  Index  of  21  foods  and  raw  materials  was 
due  in  large  part  to  sharp  price  jumps  in  base  metals  like 
copper  and  to  more  modest  increases  in  oil  and  lumber 
prices.  Another  measure  of  raw  material  prices — the  Jour- 
nal of  Commerce  Industrial  Materials  Price  Index,  which 
covers  17  commodities — came  in  with  a  22%  increase. 
That's  the  steepest  rise  in  this  index  since  1973,  when  the 
OPEC  oil  shock  caused  a  51%  jump. 

Is  1995  likely  to  be  a  repeat  of  1994?  Merrill  Lynch 
futures  strategist  William  O'Neill  doesn't  think  so.  O'Neill 
doesn't  expect  any  sector  to  dominate  the  commodities 
market — unlike  1994.  He  says  that  the  unusually  mild 
winter,  for  instance,  means  there's  plenty  of  fuels  like  nat- 


ural gas.  All  things  considered,  O'Neill  doesn't  1 
commodity  prices  will  have  much  of  an  impact  on 
tion  at  the  retail  level. 

Despite  a  fairly  well  organized  (and  successful)  $ 
American  coffee  cartel,  there  is  little  likelihood  of  j. 
etition  of  last  year's  threefold  price  increase  in  coffee 
prices,  and  there  are  ample  worldwide  supplies  oft. 
and  sugar.  Another  thing  that  bodes  well  for  food  j| 
is  an  easing  (or  elimination)  of  price  supports  forr 
and  wheat. 

The  precious  metals  markets,  too,  don't  reflect 
tionary  expectations.  Gold  prices  traded  in  a  fairly  m 
range  ($370  to  $400)  over  the  last  12  months 
recently  settled  near  the  low  end  of  that  range. 


r 


Commodity  spotlight 


Cash  and  futures  prices 


S&P  500  futures  index5 

495 


6/94  8/94  10/94  12/94         2/95 


Tune   1995  s&P  500  futures 
t  bottomed  out  in  December 
an  ,iow  1.3%  above  the  S&P 

stoc.  ex.  Does  this  mean  futures 
player:,  ;  bullish?  Unfortunately, 
no;  the  remium  in  an  index 
future's  pi  reflects  nothing  more 
than  the  excess  of  short-term  inter- 
est rates  over  the  dividend  yield  of 
the  index. 


Spot  indexes 

Futures  indexes 

Index6 

Value 

3-mo  change 

Index6 

Value 

3-moc; 

All  commodities 

285.86 

4% 

KR-CRB  index 

234.36 

0 

Raw  industrials 

337.84 

2 

Precious  metals 

263.94 

-51 

Metals 

295.99 

-2 

Industrials 

276.16 

1 

Textiles 

281.32 

6 

Grains 

182.94 

-2 

Foodstuffs 

224.40 

6 

Livestock  &  meat 

181.46 

3 

Spot  commodity  prices 

Futures  prices 

Index 

Price 

3-mo  change 

Index 

Price 

3-moc 

Steel  scrap  (short  ton)  $142.50 

3% 

Apr  platinum  (troy  oz) 

$413.90 
18.34 

-2 

5 

Copper  scrap  (pound) 

1.01 

3 

Apr  crude  oil  (barrel) 

Print  cloth  (sq  yard) 

0.89 

0 

May  copper  (pound) 

1.30 

8 

Corn  (bushel) 

2.27 

12 

May  cotton  (pound) 

0.93 

21 

Soybean  oil  (pound) 

0.29 

-6 

May  Chi  wheat  (bushel) 

3.61 

-3 

Note:  All  prices  as  of  2/15/95.  'Composed  of  13  commodities.  Composed  of  the  13  raw  industrial  commodities  plus  10  foodstuffs.  3Gold,  platinum  and  silver.  "Compose! 
commodities,  llune  1995  contract.  6Base  for  spot  and  futures  indexes  (1967=100).  Source:  Knight-Ridder  Financial  Publishing. 
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WHO 


WOULD  BE  INTERESTED 


IN  A  COMPANY 


WITH  WORKING  CONDITIONS 


LIKE  THESE? 


Lots  of  people.  Readers.  Business 
users.  Advertisers.  Employees. 
People  who  know  that,  regardless 
of  how  technology  changes, 
Knight-Ridder  will  always  be 
one  of  the  world's  preeminent 
providers  of  news  and  information. 
■  Today,  Knight-Ridder  publishes 
29  daily  newspapers.  We  serve 
subscribers  in  more  than  100 
countries  with  Dialog,  the  world's 
leading  online  service  for  business 
and  professional  information.  We 
also  provide  real-time  market  data 
with  Knight-Ridder  Financial.  And 
we  are  committed  to  delivering 
information    in    whatever   format 


consumers  want.  ■  But  no  matter  what  form  information  eventually  takes,  someone  will  always 
have  to  do  the  hard,  often  dangerous  work  of  getting  the  story.  That's  why  Knight-Ridder  is  posi- 
tioned for  continued  solid  growth.  Collectively,  our  newspapers  and  journalists  have  earned  62 
Pulitzer  Prizes-  more  than  any  other  news  organization.  And  when  you  start  thinking  about  the 
future  of  news  and  information,  that  kind  of  experience  gets  very  interesting,  indeed. 
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EDITED  DY  JASON  ZWEIG 


More  funds  are  shaking  up  the  management  of  the 
companies  they  own  shares  in.  Does  this  enhance 
investor  returns?  Or  just  the  fund  manager's  ego? 

Power  trips 


By  Richard  Phalon 

A  streak  of  militancy  is  running 
through  the  mutual  fund  industry: 

■  David  Herro,  manager  of  the  $1 
billion  Oakmark  International  Fund, 
headed  an  investor  group  that  pres- 
sured the  board  of  Britain's  Saatchi  & 
Saatchi  Co.  to  oust  Maurice  Saatchi  as 
boss  of  the  world's  fifth-largest  adver- 
tising agency. 

■  Michael  Price,  head  of  the  $8  billion 
Short  Hills,  N.J.  Mutual  Series  funds, 
whipped  up  a  shareholder  revolt  that 
forced  the  sale  of  Michigan  Na- 
tional  Corp.,   a   chronic   disap- 
pointment  to   shareholders,   to 
National  Australia  Bank  Ltd. 

■  James  Craig,  manager  of  the 
$9.8  billion  Janus  Fund,  along 
with  several  other  fund  manag- 
ers, joined  last  month's  battle  for 
control  of  Santa  Fe  Pacific.  The 
funds  insisted  on  being  given  a 
detailed  review  of  the  competing 
Burlington  Northern  and  Union 
Pacific  bids  as  they  were  made. 
Craig  says  that  his  fund's  5- 
million- share  stake  in  Santa  Fe 
made  him  a  "minority  owner  that 
had  to  be  accommodated." 

Fidelity  Management  took  on 
much  the  same  role  in  1993  when 
one  of  its  analysts  joined  a  group 
of  institutional  investors  that  put 
"informal  pressure"  on  top  man- 
agement of  Eastman  Kodak  to 
accelerate  a  long-delayed  reorganiza- 
tion of  the  company.  One  result:  the 
resignation  several  months  later  of 
Chief  Executive  Kay  Whitmore. 

Such  activism  is  not  entirely  new. 
Decades  ago  the  managers  of  big 
mutual  funds  sometimes  sat  on  the 
boards  of  their  largest  portfolio  com- 
panies. But  the  current  era  of  portfo- 
lio manager  activism  seems  largely 
inspired  by  the  $78  billion  California 
Public  Employees'  Retirement  Sys- 
tem. A  few  years  ago  Calpers'  then- 
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boss  Dale  Hanson  made  headlines  by 
complaining  loudly  about  poor  man- 
agement at  such  big  companies  as 
General  Motors,  IBM  and  Sears.  The 
fund's  kvetching  helped  precipitate 
the  departure  of  GM  boss  Robert 
Stempel.  For  the  last  nine  years,  the 
giant  pension  fund  has  released  an 
annual  "hit  list"  of  underperforming 
companies  to  shame  their  boards  of 
directors  into  pressuring  manage- 
ment. Over  the  four  fiscal  years  ended 


last  June,  Calpers,  despite  its  size,  has 
edged  ahead  of  the  s&p  500  index. 

Pursuing  a  different  vein,  the  junk 
bond  fund  Fidelity  Capital  &  Income 
has  insinuated  itself  into  bankruptcy 
reorganizations,  and  John  Neff,  man- 
ager of  Vanguard  Windsor  Fund, 
admits  to  having  "some  involve- 
ment" with  management  changes  at 
Chrysler  Corp.  Michigan  National  is 
only  the  latest  in  a  long  series  of 
companies  that  Price  of  Mutual  Series 
has  profitably  helped  reshape.  Others 
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include  Sunbeam-Oster  Co.  an 
nith  Laboratories. 

Such  shakeups  are  coming 
and  fast  now — and  the  exp 
growth  of  the  mutual  fund  bi 
makes  more  activism  inevitab 
Robert  Pozen,  Fidelity's  g 
counsel,  puts  it:  "The  bigge 
become,  the  more  large  positioi 
hold,  the  more  active  you're  lil 
become." 

This  raises  a  question:  Shoul 
buy  a  fund  with  a  record  of  f< 
managements    to    maximize 
holder  value? 

The  answer:  Probably  not.  V* 
fund  rocks  the  boat,  it  sonv 
takes  on  water.  Saatchi  &  Saatcl 
well  have  needed  better  manage 
but  Oakmark's  Herro  may  wei 
gone  too  far  in  forcing  out  M 
Saatchi.  The  flashy  adman  pre 
began  forming  a  rival  agene 
series  of  retaliatory  moves 
dropped  Saatchi  shares  to  106 
more  than  40%  below  i 
month  high.  Still,  says  Hei 
don't  regret  it,  because  the 
pany  is  a  lot  better  off 
long  term." 

Another  problem:  Even1 
fund  grabs  a  moribund  co 
by  the  throat  and  shakes  it 
life,  the  rest  of  the  fund's  pc 
may  continue  to  lie  dormaiii  ; 

Take  the  Gintel  funds, 
own  13%  of  T  shirt  maker 
Industries.  The  funds'  aa 
cost  was  13 — but  by  19S 
stock  fell  to  57/s  as  Oneita 
trolling  shareholder  deci< 
sell  its  25%  stake  and  p 
whole  company  up  for  sale 
manager  Robert  Gintel  wa 
that  Oneita  would  get  sc 
cheaply,  so  he  led  an  ii 
group  that  bought  the  whe 
block.  The  Gintel  funds  c 
join  the  group,  although  Ginfi 
self  is  now  chairman  of  Oneita 
Thanks  largely  to  his  interc 
Oneita's  shares  have  reboun 
12V^ — saving  the  two  Gintel 
from  a  large  loss.  Only  trouble 
after  his  Oneita  activism,  ( 
funds  still  lost  an  average  < 
last  year. 

Moral:  Pick  a  fund  manager 
for  his  portfolio  skills,  not 
ability  to  throw  his  weight  aroi 
boardroom. 
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Selecting  Mutual  Funds  For 
Your  IRA  Just  Got  Easier. 


Announcing  Free  FundMap™  Software- 
Only  From  Charles  Schwab. 
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Free 

For  A  Limited 
Time. 


to  have  your 
A  can  be  difficult, 
it  deciding  which 
( atual  funds  to  put  in 
spiur  IRA  can  be  downright 
~4erwhelming,  even  for  expe- 
; -[need  investors.  After  all,  you  have  thousands  of  funds 
choose  from:  That's  where  Schwab  can  really  help  you 
(Jis  IRA  season. 

Get  FundMap™  Mutual  Fund  Selection 
Software  for  Windows?  Free. 
Jid  ff  When  you  bring  $10,000  or  more  to  a  Schwab  No- 
Annual-Fee  IRA  or 
any  other  Schwab 
account,  you'll  also 
receive  our  exclusive 
FundMap  Mutual 
Fund  Selection 
Software  for  Windows® 
Free.  FundMap  helps 
you  calculate  your 


Our  free 
FundMap  software 
for  Windows®  is  only 
available  to  Schwab  customers  who 
bring  over  $10,000  between  January  1  and 
April  30,  1995.  Call  1-800-464-6093  ext.  37C. 
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retirement  savings  and  allocate 
your  assets.  Then  FundMap 
helps  you  choose  from  a  select 
list  of  funds  chosen  from  a 
variety  of  well-known  fund 
families.  It's  a  $25  value  that 
can  be  yours  free. 
Bring  Your  IRA  or  Rollover  to  Schwab. 
Transfer  your  IRA 

or  your  rollover 

distribution  into  a 

Schwab  No- Annual- 
Fee  IRA*  It's  free  for 

life  with  an  account 

balance  of  $10,000 

or  more.  For  more 

details  just  stop  by 

one  of  our  more 

than  200  Schwab 

offices  or 


FundMap  Worksheet 


Fund 

Allocation 

$ 

% 

INVESCO  FUNDS 

10,500 

30.0  h 

Twentieth  Century 

7,000 

20.0 

Neuberger  &  Berman 

7,000 

20.0 

Strong  Funds 

5,500 

15.7 

Berger  Funds 

5,000 

14.3  1 

Total  Allocation 

\m\nuummmu\\\m 
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Choose  from  many  well-known  fund  families. 


Call:  1-800-464-6093  ext.  37C 


Create  your  own  diversified  porlfolu 


Charles  Schwab 

Helping  Investors  Help  Themselves® 
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ree  prospectus  containing  more  complete  information  including  management  fees  and  other  expenses  for  any  fund  is  available  through  Schwab, 
ase  review  the  prospectus  carefully  before  investing. 

sets  must  reach  510,000  by  9/15/95.  Set-up  and  maintenance  fees  for  certain  assets  such  as  limited  partnerships  and  promissory  notes  still  apply  Graphs 
illustrative  purposes  only  Please  allow  two  weeks  for  delivery.  Valid  only  in  the  United  States  Limit  one  response  per  customer  Windows*  is  a  registered 
:mark  of  Microsoft  Corporation.  ©1995  Charles  Schwab  &r  Co.,  Inc.  Member  S1PC/NYSE.  All  rights  reserved. (1/95) 
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THE  FUNDS 


For  investors  who  like  foreign  stocks  but  not  foreign 
volatility,  a  balanced  international  fund  makes  sense. 

Balancing  act 


By  Mary  Beth  Grover 

Balanced  funds — stocks  and  bonds 
in  a  single  portfolio — are  supposed  to 
deliver  most  of  the  return  of  stock 
funds  but  with  less  risk.  They  don't 
always;  last  year  was  a  bad  one  for 
balanced  funds.  But  most  of  the  time, 
bonds  tend  to  zig  when  stocks  zag. 

Does  this  balancing  act  work  as  well 
outside  the  U.S.?  In  theory,  yes.  Ac- 
cording to  Ibbotson  Associates,  the 
Chicago-based  securities  researchers, 
since  1980  a  model  fund  of  40% 
foreign  bonds  and  60%  foreign  stocks 
produced  a  14.3%  compound  annual 
return  in  U.S.  dollars.  That's  nearly  all 
the  return  of  foreign  stocks,  but  it 
came  with  just  three-quarters  of  the 
risk.  (Again,  last  year  was  bad  for  the 
blend,  with  a  return  of  6%,  a  bit  worse 
than  the  8.1%  for  pure  foreign  stocks. ) 

It's  hard  to  test  this  model  in  reali- 
ty, since  few  foreign  balanced  funds 
exist.  The  biggest  is  $1.3  billion  Fi- 
delity International  Growth  &  In- 
come; it  keeps  at  least  25%  of  assets  in 
bonds.  "Adding  asset  classes  lowers 
the  volatility  of  the  portfolio,  without 
necessarily  sacrificing  returns,"  says 
manager  Richard  Mace  Jr. 

With  lower  exposure  to  stocks  than 
other  foreign  funds,  Fidelity  Interna- 
tional Growth  &  Income  drags  be- 
hind in  bull  markets;  over  the  past  five 
years  its  5.8%  compound  annual  re- 
turn is  only  a  smidgen  above  average 


for  the  foreign  fund  class.  But  it  has 
been  14%  less  volatile  than  its  peers. 

Lately  Mace  has  been  selling  stocks 
and  buying  bonds.  At  38%  of  assets, 
bonds  are  near  an  alltime  high  in  his 
portfolio;  foreign  stocks  are  just  50% 
of  assets.  The  rest  is  in  cash. 

How  does  Mace  decide  between 
stocks  and  bonds?  With  stocks,  he 
pays  little  attention  to  dividend  yield 
or  even  earnings  yield  (earnings  per 
share  divided  by  stock  price).  Instead, 
he  looks  mainly  at  cash  flow  yield — 
net  income  plus  depreciation  per 
share,  divided  by  stock  price.  Explains 
Mace:  "'Management  can  do  all  kinds 
of  things  to  distort  earnings." 

Mace  thinks  foreign  stocks  become 
attractive  when  the  ratio  of  their  cash 
flow  yields  to  nominal  local  bond 
yields  is  well  above  that  ratio's  long- 
term  average.  Take  Japan,  his  largest 
country  holding,  where  he  has  28%  of 
the  fund's  assets.  In  Japan,  the  cash 
flow  yield  on  stocks  is  now  about  10%, 
slightly  more  than  twice  as  high  as  the 
yield  on  bonds.  Historically,  the  cash 
flow  yield  has  averaged  about  1.75 
times  that  of  bonds,  so  Mace  has  put 
25%  of  the  fluid  in  Japanese  stocks, 
but  only  3%  in  Japanese  bonds. 

In  the  U.K.,  on  the  other  hand, 
where  the  cash  flow/bond  yield  ratio 
is  unusually  low  at  1 .3,  he  has  twice  as 
much  invested  in  bonds  as  in  stocks. 


And  he's  betting  big  on  bond 
Germany,  where  the  cash  flowyiel 
just   1.7  times  the  bond  yield, 
favorite:   five-year   German   gov< 
ment  bonds  with  9%  coupons. 

Two  of  Mace's  stock  ideas:  Koni 
lijke  PPT  Nederland,  the  Dutch  t 
phone  and  postal  operator  wr 
American  Depositary  Receipts  tr 
over-the-counter,  and  German  e 
trical  giant  Veba  AG,  which  is  con 
ering  riling  for  an  ADR  listing. 

No-load  Fidelity  Internatk 
Growth  &  Income  charges  a  reas 
able  1.26%  in  annual  expenses 
more  costly  choice:  G.T.  Glc 
Growth  &  Income  (4.75%  front- 
sales  charge  or  5%  maximum  b? 
end  load,  up  to  2.3%  in  annual 
penses).  The  G.T.  fund's  mana* 
Nicholas  Train,  now  has  30%  o 
$645  million  in  assets  in  bonds,  nd 
twice  as  much  as  usual.  "In  alnr 
every  market,  real  yields  are  well  < 
their  ten-year  average,"  says  Tn 
"Bonds  look  quite  cheap  comp? 
to  themselves  and  also  to  equitin 
He  has  5%  of  the  fund  in  long  I 
Treasurys  and  another  6%  in  ten-' 
German  bonds,  where  he  hopes  fo 
extra  kick  from  the  currency. 

Two  closed-end  funds  take  a 
anced  approach  to  emerging  mark 
G.T.  Global  Developing  Mari 
(2.3%  annual  expenses;  trades  at  a  i 
discount  to  net  asset  value);  and  Tl 
pleton  Emerging  Markets  Apprei 
tion  Fund  (estimated  expenses, , 
selling  at  a  slight  discount). 

If  you  have  a  lot  of  money  to  in 
abroad,  you  probably  should  bt> 
stock  fund  and  bond  fund  separau 
That  way,  if  one  does  well  and  1 
other  badly  you  can  take  a  tax  loss 
the  loser.  But  if  you  want  to  put  jti 
few  thousand  dollars  overseas,  a 
anced  foreign  fund  makes  sense. 
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Funny  thing 
about  a 
nestq 
You  can't 
sit  on  it. 


to  I 
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understand  the  importance  of  your  nest  egg.  You  worked  hard  for  it.  You  nurtured  it.  But  sitting  on  it  won't  make  it  last. 
jl  r  financial  advisor  can  help  you  make  the  right  decisions.  At  Kemper,  our  philosophy  is  that  diligence  and  a  disciplined 

1  will  help  you  meet  your  retirement  goals.  For  40  years  our  Family  of  Funds  have  focused  on  a  long-term  investment 
.  iroach  that  helps  build  and  preserve  tomorrows  today 

"alk  to  your  financial  advisor.  And,  for  ideas  about  making  smart  retirement  investing  choices,  get  our  "Investing  Your 

t  Egg"  brochure.  It's  free.  Just  call  1-800-KFS-5555,  extension  400. 
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Were  Building  Tomorrows  Today 


Before  you  invest  or  send  money,  carefully  read  the  Kemper  Fund  brochure  and  prospectus  containing  more  complete  information, 
including  management  fees  and  expenses.  ®1995  Kemper  Distributors.  Inc.  233910 
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Tired  of  being  snubbed  when  you  try  to  get  a  hot  new 
issue?  Consider  the  new  issue  of  a  foreign  company. 

Coming 
to  America 


By  John  H.  Christy 

It's  A  fact  of  life  that  new  issues  of 
really  attractive  companies — fast- 
growing  small  outfits  like  General 
Magic  and  Global  Village — are  great- 
ly oversubscribed.  Institutional  inves- 
tors can  get  shares  of  hot  issues  at  the 
offering  price,  but  individual  inves- 
tors often  have  to  buy  at  premiums  of 
30%  to  80%  in  the  aftermarket. 

If  second-class  treatment  isn't  for 
you,  consider  expanding  your  hori- 
zons to  include  the  new  issues  of 
foreign  companies  raising  capital  in 
the  U.S.  As  with  a  domestic  small- 
company  new  issue,  the  offering  price 
is  the  same  for  all  comers.  But  unlike 
the  domestic  offering,  the  foreign  one 
is  much  more  likely  to  come  from  an 
industrial  or  utility  giant  with  a  lot  of 
shares  to  offer.  Often,  shares  are  si- 
multaneously offered  in  the  home 
market  as  well.  The  offering  price  for  a 
foreign  company  is  probably  all  you'll 
have  to  pay  to  get  shares.  Among  the 
foreign  outfits  planning  to  raise  capi- 
tal in  the  U.S.  soon  are  vme  Group 
N.V.,  the  $1 -billion-plus  (revenues) 
Dutch  construction  equipment  mak- 


er, and  Videotron  Holdings  Pic,  the 
$32  million  British  cable  television 
company. 

"The  biggest  advantage  of  foreign 
deals  is  that  they're  so  liquid,"  says 
William  Smith,  an  analyst  at  Green- 
wich, Conn. -based  Renaissance  Capi- 
tal. As  evidence,  he  cites  the  rarity  of 
large  aftermarket  premiums  on  the 
first  day  of  trading  for  foreign  new 
issues. 

The  table  lists  ten  of  the  largest  new 
issues  in  the  U.S.  of  foreign  compa- 
nies last  year.  Most  of  these  shares  are 
now  listed  on  the  New  York  Stock 
Exchange,  some  of  them  on  the  Nas- 
daq. They  all  have  to  provide  financial 
statements  conforming  to  ^_^_ 
U.S.  accounting  principles 
and  follow  the  rules  of  the 
Securities  &  Exchange 
Commission. 

Foreigners  are  flocking 
to  the  U.S.  because  this  is 
where  the  most  money  is. 
Moreover,  American  mar- 
kets are  much  more  recep- 
tive to  new  issues — espe- 
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daily  those  of  technology-base 
firms — than  markets  back  home.  Ai 
ditionally,  few  foreign  markets  a 
provide  the  aftermarket  liquidity  ar 
research  services  Wall  Street  offers. 

The  1984  privatization  of  Briti: 
Telecom  was  followed  by  a  worldwi< 
selloff  of  state-owned  phone  comp 
nies,  many  of  which  have  had  offe 
ings  here.  "The  U.S.  market  has  ti 
most  thorough  understanding  of  th 
whole  communications  revolution 
says  Scott  Mead,  a  London-base 
partner  at  Goldman,  Sachs  &  C 
who  specializes  in  telecommunic 
tions  and  cable  TV  deals. 

Goldman,  Sachs  was  lead  unde 
writer  in  the  U.S.  for  last  April's  J 
billion  offering  for  TeleDanmar 
Denmark's  phone  and  cable  telex 
sion  company.  The  offering  occurrc 
simultaneously  in  several  countrn 
with  the  U.S.  taking  the  largest  slic 
"For  companies  like  TeleDanmar 
offering  a  significant  part  of  their  de< 
in  the  U.S.  is  almost  a  necessity. 
Mead  says. 

Last  year  35  foreign  firms  raise 
nearly  $10  billion  in  equity  capital 
the  U.S.,  says  Renaissance  Capitajflle,ltu 
Smith,    quadruple    the    amount   ft  y 
1993.  The  small  table  lists  sever 
forthcoming  deals.  I  :; 

it  the  I5( 


In  registration 

Company/business 

Asia  Pacific  Resources/pulp  &  paper 
ASM  Lithography/equip  for  mfg  semicon 
Southern  Peru  Copper/copper 
Videotron  Holdings/cable  tv 
VME  Group/construction  equip 


Country 


Singapore 

Netherlands 

Peru 

United  Kingdom     xt:on  >,vi 

Netherlands 


Foreign  companies  that  went  public  in  the  U.S. 

Company/business 

Country 

Recent 

Price'change 

•Bell  Cablemedia/cable  tv  in  UK 

United  Kingdom 

price* 

since  IPO 

2l1/2 

27% 

British  Sky  Broadcasting  Group/satellite  &  cable  tv 

United  Kingdom 

25% 

7 

•Comcast  UK  Cable  Partners/cable  tv  in  UK 

Bermuda 

18 

20 

Grupo  lusacell/telecommunications 

Mexico 

HVs 

-59 

•Indigo/mfr  offset  color  printing  sys 

Netherlands 

26% 

32 

IndoSat/satellite  telecommunications 

Indonesia 

36 

12 

MetroGas/gas  distribution 

Argentina 

8% 

-37 

SGS-Thomson  Microelectronics/integrated  circuits 

France 

25% 

15 

TeleDanmark/telephone  utility 

Denmark 

25 

6 

•TeleWest  Communications/cable  tv;  telecommunications 
•Traded  on  Nasdaq;  all  others  trade  on  NYSE.    *As  of  2/17/95. 

United  Kingdom 

28% 

0 
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The  U.S.  is  a  Ian* 
of  opportunity  fc  . 
foreign  firms 
seeking  equity 
capital.  The  five 
companies  abovetlf  j; 
are  planning  pub    , 
lie  offerings  this  ^°" 
year;  the  ten  at    V  Crucial 
left  have  already  ^  « 
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ATTEND  THE  1995  ASIA  PACIFIC  ENERGY  AND  POWER  CONFERENCE  II 


..iizing  New  Energy  and  Power  Partnership. 
Between  the  U.S.  and  Asian-Pacific  Markets" 
March  1 6- 1 7,  The  Willard  Hotel,  Washington,  DC 


is  the  time  to  take  advantage  of  last  autumn's 
accords,  and  of  the  welcome  that  Asian 
nments  are  extending  to  foreign  partnerships  in 
y  ventures. 

's  no  better  place  to  capitalize  on  that  advantage 
it  the  1 995  Asia  Pacific  Energy  and  Power 
srence  II.  It's  your  opportunity  to  meet  face-to- 
/ith  the  network  of  international  decision  makers, 
iers  and  business  executives  who  will  shape  the 
f  U.S.  involvement  in  Asia's  power  initiatives. 


ored  by  The  Jefferson  Energy  Foundation  in 

ction  with  Reid  &  Priest  and  the  U.S.-ASEAN 

il,  the  meeting  will  build  on  the  foundations  laid 

:  year's  landmark  conference.  It's  shaping  up  to  be 

ternational  energy  event  of  the  year  in 

»al>   ington.  You  can  join  the  key  participants  in  Asia's 

""I   :h  as  they  discuss  energy  sector  opportunities  and 

n  the  world's  most  dynamic  economies. 
Pi 

iefi< 

«*  ie  is  running  out  for  you  to  register  or 
*Jjet  more  information  about  attending 

crucial  conference,  so  call  202-857-478 1 
amf  ow.  And  plug  into  the  most  powerful 
network  in  energy  today. 


Among  the  distinguished  roster 
of  panelists  and  speakers  you'll 
hear  will  be: 

•  The  Honorable  Ron  Brown 

U.S.  Secretary  of  Commerce  (invited) 

•  The  Honorable  Eileen  Claussen 
Special  Assistant  to  the  President 

•  Mohamed  El-Ashray 

United  National  Global  Environment  Facility 

•  Dr.  Vichit  Punyahotra 

Deputy  Minister  of  Energy,  Thailand 

•  Sammy  Vellu 

Minister  of  Energy,  Malaysia 

•  The  Honorable  William  White 
U.S.  Department  of  Energy 

•  Madame  Deng  Keyun 
Department  of  Environmental 
Protection  and  Energy,  PRC 

•  Dr.  Alan  T.  Ortiz 

Office  of  the  President, 
Republic  of  the  Philippines 

•  Dr.  Purnomo  Yusgiantoro 

Energy  Advisor  to  the  Minister,  Indonesia 
Department  of  Mines  and  Energy 


5  conference  will  serve  as  the  basis  for  a  special  advertising  supplement  in  FORBES's  June  19  issue, 
sing  April  10.  For  more  information  about  the  marketing  benefits  of  advertising  in  this  supplement, 
please  call  Susan  D.  Toscani,  Director,  Special  Sections  Sales,  212-620-2269. 


Give  Your  IRA 


The  Fidelity  Advantage! 


Fidelity's  IRA  Fee  Waivers 
Are  Now  Even  Better! 

For  Fidelity  mutual  fund  and 
brokerage  IRAs,  the  $12  annual 
IRA  maintenance  fee  for  each 
IRA  mutual  fund  account  or 
brokerage  IRA  mutual  fund 
position  will  be  waived  with  a 
balance  of  $2,500  or  more.' 2 

To  help  you  save  regularly, 
we  will  waive  the  IRA  fee  on  any 
Fidelity  mutual  fund  IRA 
account  using  Fidelity 
Automatic  Account  Builder.*13  And,  for  investors  with 
$50,000  or  more  in  Fidelity  mutual  funds  assets,  we  will 
waive  all  annual  retirement  maintenance  fees.4 

Also  for  retirement  investors,  we've  waived  the 
sales  charges  on  a  dozen  stock  funds!  From  money  mar- 
ket to  equity  funds,  Fidelity  offers  over  50  no-load  Fidelity 
funds  for  investing  your  IRA.  Each  fund  is  backed  by  the 
management  expertise  that  has  made  Fidelity  America's 
largest  stock  fund  manager.6 


New  No-Load,  No-Fee  IRA 

With  $2,500  balance 

Fee  waived  for  each  IRA  mutual 
fund  account  or  brokerage  IRA 

mutual  fund  position  with  a 
balance  of  $2,500  or  more.12 

With  regular 
investing  service 

Fee  waived  on  any  Fidelity  mutual 
fund  IRA  account  using  Fidelity 
Automatic  Account  Builder.SM  s 

With  $50,000  in 
assets 

Annual  retirement  maintenance  fees 

waived  for  customers  with  $50,000  or 

more  in  Fidelity  mutual  fund  assets" 

Also  for  retirement 
investors 

No  sales  charge  on  over 
50  Fidelity  fundsP 

Value 

Fidelity  Makes  Saving 
For  Retirement  Easy. 

You  can  call  Fidelity  24  hoi 
a  day  to  get  an  update  on  you 
account  or  request  additional 
investment  information.  We  a 
have  a  team  of  trained  represe 
tatives  dedicated  exclusively  to 
serving  our  retirement  investo  J 
Plus,  we  give  you  one  consolic 
ed  statement,  so  you  can  easil  I 
track  your  retirement  investmi 
portfolio. 
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Transfer  To  The  Fidelity  IRA.  To  Start: 

1.  Call  today  for  your  free  IRA  Fact  Kit. 

2.  Complete  and  return  the  IRA 
application  and  transfer 
form  to  us. 

If  you  have  any  questions  about 
building  your  retirement  savings 
strategy,  ask  for  our  free  Retire- 
ment Planning  Guide. 


Visit  A  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-3925 


Fidelity 


Investments' 


2b 

For  a  retirement  fact  kit  and  more  complete  information  on  any  Fidelity  mutual  fund,  including  charges  and  expenses,  call  for  a  current  prospectus.  Read  it  carefully  before  you  invest  or  ser 
money.  'For  Fidelity  mutual  fund  IRAs,  the  $12  IRA  maintenance  fee  will  be  waived  for  each  mutual  fund  account  with  a  balance  of  $2,500  or  more  on  the  valuation  date  prior  to  the  fee  coll 
for  Fidelity  Brokerage  IRA  customers,  additional  fees  may  apply.  Call  for  details.  For  Fidelity  Brokerage  IRAs,  the  $12  IRA  maintenance  fee  will  be  waived  for  each  mutual  fund  position  (Fid 
and  non-Fidelity  funds,  including  Fidelity  Cash  Reserves)  with  a  balance  of  $2,500  or  more  on  the  valuation  date  prior  to  the  fee  collection.  'Maximum  annual  contribution  is  $2,000  per  pei 
You  must  be  under  age  WA  and  have  earned  income.  $100  minimum  transfer  amount.  Fidelity  Automatic  Account  Builder  is  not  available  on  Fidelity  brokerage  IRAs.  Call  for  details.  The  $ 
waiver  will  be  determined  by  aggregating  the  balances  in  Fidelity  mutual  fund  accounts  maintained  by  Fidelity  Service  Co.  or  Fidelity  Brokerage  Services,  Inc.  on  the  valuation  date  prior  to  t 
collection  which  are  registered  under  the  same  Social  Security  number  or  which  list  the  same  Social  Security  number  for  the  custodian  of  a  Uniform  Gifts/Transfers  to  Minors  Act  account.  T 
offer  applies  to  certain  Fidelity  retirement  plans  marketed  and  distributed  directly  by  Fidelity.  Fidelity  Magellan"  Fund,  Fidelity  New  Millennium™  Fund,  and  Fidelity  Select®  Portfolios  are  exc 
fidelity  manages  over  $170  billion  in  equity  assets.  Fidelity  Distributors  Corporation.  Fidelity  Brokerage  Services,  Inc.  161  Devonshire  St.,  Boston,  MA  02110.  Member  NYSE,  SIPC. 
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MONEY  &  INVESTMENTS 


iven  the  flattening  of  the  yield  curve, 
innie  Mae's  15-year  fixed-rate  mortgage 
|assthroughs  are  a  girl's  best  friend. 

uickie 
ortgage  bonds 


Y  DAI/ID  P.  GOLDMAN 


vid  P.  Goldman  is  a  managing  director 
UK)!  Bear,  Stearns  &  Co.'s  Financial 

-alytics  &  Structured  Transactions  Group. 
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history  is  A  guide,  1995  will  be  a 

jstrating  year  for  bond  investors. 

/ery  time  in  the  past  that  the  Federal 

serve  forced  short-term  rates  up  to 

vch  close  to  or  greater  than  long- 

rm  rates,  bond  yields  wandered  er- 

tically  for  months  before  the  market 

und  a  new  direction.  Yes,  the  30- 

ar  Treasury  bond's  yield  has  fallen 

m  a  September  high  of  8.2%  to  a 

ent  7.7%.  But  that  doesn't  mean 

buy  the  bond.  A  30 -year  Treasury 

ains    a    gamble    whenever    the 

•urse  of  interest  rates  is  as  uncertain 

it  is  today. 

If  you  don't  want  to  gamble,  con- 
ier  buying  into  a  pool  of  adjust- 
»le-rate  mortgages,  described  in 
ore  detail  in  an  earlier  column 
an.  2).  These  mortgage  pools  re- 
am a  superb  alternative  to  short- 
rm  Treasury  notes,  offering  higher 
Ids  (currently  near  8%)  with  very 
tie  risk  of  capital  loss  should  rates 
;e  further.  Their  main  drawback  is 
w  liquidity:  If  you  want  to  sell  one 
fore  its  30-year  maturity  is  up,  you 
i  e  going  to  get  a  chintzy  bid  from  a 
)nd  trader. 

If  you  don't  mind  a  little  bit  of  a 
.mble  but  do  mind  poor  liquidity, 
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I've  got  a  different  recommenda- 
tion: pools  of  15-year  fixed-rate 
mortgages.  These  mortgages — let's 
call  them  quickie  mortgages — are  a 
little  chancier  in  times  of  rising  inter- 
est rates  than  adjustable-rate  mort- 
gages. But  the  quickie  passthroughs 
are  a  lot  more  liquid.  Should  you 
need  to  bail  out  before  1 5  years  is  up, 
you  can  expect  to  get  a  decent  bid 
from  a  retail  bond  broker. 

Given  today's  yield  curve,  I  think 
the  risk/reward  tradeoff  favors 
shorter-term  mortgage  securities 
over  long-term  ones.  Today  investors 
give  up  barely  0.15%  in  yield  if  they 
buy  15-year  rather  than  30-year 
passthroughs.  In  turn,  the  15-year 
maturities  have  much  less  exposure  to 
losses  than  do  30-year  maturities  if 
rates  climb  back  up. 

Two  kinds  of  issuers  of  quickie- 
mortgage  pools  carry  government 
guarantees:  the  Government  Nation- 
al Mortgage  Association,  or  Ginnie 
Mae,  and  the  Federal  National  Mort- 
gage Association,  or  Fannie  Mae. 
The  interest  sensitivity,  or  duration, 
of  a  quickie  mortgage  is  roughly  that 
of  a  five-year  Treasury  bond.  But  the 
passthrough  paper  yields  about  0.6% 


Sensitivity 

Issue 

One-year  Fannie  Mae 
total  returns  if  rates: 
fall         don't         rise 
1%       change        1% 

8.5%  15-year 
7.5%  15-year 
8.5%  30-year 
7.5%  30-year 

10.34% 
11.42 
12.04 
13.24 

8.43%        6.08% 
8.52          5.34 
8.87          4.95 
8.74          3.85 

Source:  Bear,  Stearns  &  Co. 

You  give  up  yield  on  the  15-year 
passthroughs,  but  you  gain  safety. 


more  than  the  Treasury. 

That  60  basis  point  spread  com- 
pensates investors  for  two  things. 
One  is  that  the  Ginnie  Mae  or  Fannie 
Mae  is  subject  to  state  income  tax, 
while  the  Treasury  is  not.  The  other 
is  the  risk  of  prepayment.  If  interest 
rates  fall  sharply,  homeowners  will 
prepay  their  mortgages  and  mortgage 
bondholders  will  be  left  with  cash  to 
invest  at  lower  yields. 

You  minimize  the  prepayment  risk 
by  selecting  a  quickie  passthrough 
with  a  low  coupon  (6.5%  to  7%)  and  a 
discount  price.  That's  because  inter- 
est rates  would  have  to  fall  by  1%  to  2% 
before  homeowners  found  it  worth 
their  while  to  prepay  the  mortgages 
underlying  one  of  these  pools. 

Nothing  is  free  on  Wall  Street.  If 
you  minimize  the  prepayment  risk — 
perhaps  because  you  have  a  gut  feel- 
ing that  interest  rates  will  indeed  fall 
this  year — you  sacrifice  a  little  yield. 
Yields  on  discounted  mortgages  are 
a  tad  lower  than  yields  on  higher- 
coupon  mortgages. 

Whichever  Fannie  Mae  or  Ginnie 
Mae  quickie  you  buy,  you  are  going 
to  wind  up  with  a  yield  near  8.1%.  To 
do  better  in  a  bond  with  the  same 
duration,  an  investor  would  have  to 
buy  a  5 -year  corporate  bond  with  a 
mediocre  Baa  rating.  Clearly,  there  is 
less  risk  in  the  Fannie  or  Ginnie  Mae. 

As  I  explained  in  Forbes'  annual 
money  guide  last  June  20,  mortgage- 
backed  bonds  tend  to  do  well  when 
interest  rate  volatility  falls.  Lower  vol- 
atility means  that  the  market  thinks 
that  prepayments  aren't  likely.  That's 
why  the  mortgages  I  have  been  rec- 
ommending did  so  much  better  than 
Treasurys  during  the  last  six  months. 

I  expect  volatility  to  keep  falling 
this  year  because  experience  shows 
that  long-term  rates  tend  to  get  stuck 
in  a  rut  when  the  Fed  flattens  the  yield 
curve.  That's  disappointing  for  bond 
bulls  hoping  for  a  quick  score,  but 
good  for  investors  who  want  strong 
returns  from  passthroughs. 

The  accompanying  chart  shows 
how  different  Fannie  Mae  pass- 
throughs are  likely  to  fare  in  a  variety 
of  interest  rate  environments.  Note 
that  if  rates  rise  by  a  percentage  point 
or  more,  you  would  be  better  off 
owning  a  quickie  mortgage  than 
owning  the  conventional  30-year 
variety.  WM 
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Investors  travel  in  herds  as  much  as  they  ever  did, 
The  herd  is  still  full  of  bears. 

Advanced 
fad  avoidance 


Kenneth  L.  Fisher  is  a  Woodside,  Calif.-based 
money  manager.  His  third  book  is 
100  Minds  that  Made  the  Market. 


"Will  the  Fed's  recent  rate  hike 
finally  break  the  market's  back?"  A 
perfectly  reasonable  question,  which  I 
heard  during  a  recent  Canadian 
speaking  tour.  What's  wrong  with  the 
question  is  how  often  I  heard  it:  over 
and  over  again. 

I  was  giving  talks  to  several  audi- 
ences a  day,  organized  by  the  Canadi- 
an retail  broker  Midland-Walwyn,  on 
a  tour  that  started  in  Halifax  and 
ended  in  Vancouver.  What  startled 
me  was  how  much  the  questions  were 
the  same  from  one  city  to  the  next. 

The  investors  who  attended  these 
sessions  were  intelligent  and  at  least  a 
little  versed  in  the  market,  since  they 
had  money  in  the  Canadian  equiva- 
lent of  an  IRA.  But  there  was  so  little 
variation  in  what  was  on  their  minds: 
the  peso,  Canada's  "debt  crisis,"  the 
U.S.  versus  Canadian  dollar,  Orange 
County,  Clinton  versus  Congress,  the 
financial  impact  of  the  Kobe  earth- 
quake— all  the  stuff  of  page  one  and 
talking-head  shows.  None  of  it  was 
terribly  original  or  unique  as  would  be 
needed  to  surprise  a  market.  Surprise 
is  the  only  thing  that  moves  markets. 

This  should  be  good  news  to  any- 
one who  likes  to  bet  against  prevailing 
trends.  Sometimes  I  worry  that  there 
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are  so  many  people  trying  to  be  con- 
trarian that  they  constitute  a  new 
herd.  But  the  relentlessly  similar  ques- 
tions I  heard  on  this  tour  reassured  me 
that  there  is  still  plenty  of  mob  rule  on 
Wall  Street,  and  plenty  of  money  to  be 
made  betting  against  it. 

Here  are  four  basic  tenets  of  con- 
trarianism  that  answer  lots  of  contem- 
porary questions  genetically: 

1 .  If  most  folks  you  know  agree 
with  you  on  a  price  move  or  some 
event's  impact,  don't  take  this  as  con- 
firmation that  you  are  right.  It  is  a 
warning;  you  are  wrong.  Being  right 
requires  aloneness,  and  willingness  to 
let  others  see  you  as  maybe  nuts. 

2.  If  you  read  or  hear  about  some 
investment  idea  or  significant  event 


Avoid  the  media? 
Heavens,  no.  Know  what  is 
being  talked  about  and 
therefore  doesn't  count. 


more  than  once  in  the  media,  it  won't 
work.  By  the  time  several  commenta- 
tors have  thought  and  written  about 
it,  even  new  news  is  too  old. 

About  here,  I  am  often  asked,  "Do 
you  urge  avoiding  the  media?"  Heav- 
ens, no.  You  have  to  read  newspapers 
and  watch  television  to  know  what  is 
being  talked  about  and  therefore 
doesn't  count.  By  exclusion  you  then 
save  effort  for  that  which  may  count. 

Case  in  point:  high  short-term  in- 
terest rates,  giving  rise  to  a  nearly 
inverted  yield  curve.  Such  a  curve  is 
always  bearish  when  unnoticed.  But 
I'm  not  bearish  now:  Today's  interest 
rate  concerns  are  too  much  discussed. 
There's  much  truth  in  the  old  saw,  the 
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stock  market  climbs  a  wall  of  won 

3.  The  older  an  argument  is,  thel 
power  it  has.  So,  for  example,  ini< 
tion  fears  may  have  mewed  market? 
1994,  but  sometime  early  in  19' 
that  view  will  run  out  of  steam .  Ma) 
it  already  has.  Bcarishness  may  yet? 
vindicated  in  1995,  but  you  will  ik 
new  fuel  to  justify  it. 

4.  Any  category  of  security  that\ 
hot  in  the  last  five  years  won't  b 
the  next  five  years,  and  vice  ve| 
Emerging  markets,  junk  bonds, 
pan,  gold  stocks — you  name  it, 
treme  heat  and  cold  can't  sustain  i 
more  than  about  five  years.  So  si  BWI 
that  which  has  been  long  sizzling..  - 

Stocks,  dampened  by  1990's  s 
back  and  a  weak  1994,  have  be 
mediocre  performers  over  the  last  t 
years.  That  leaves  room  for  them 
do  fairly  well  in  the  next  five.  Here 
some  stocks  selected  from  indusi 
groups  that  have  been  weak  in  the  II  ' 
five  years,  and  that  I  think  will  do  v 
in  the  years  ahead. 

Ameron  (34)  has  gone  nowhere <  aw; 
years,  and  is  down  from  my  Jan. 
1994  pick  of  it  at  37,  and  way  do< 
from  its  1990  peak  above  50.  So,  v  <s 
now?  Both  of  its  lines  of  businn 
pipes  and  coatings,  are  starting  j 
click  at  once.  I  expect  that  the 
profit  margin  will  climb  mavbe  5fc 
from  2%  in  1994  to  3%  in  1996.  T 
stock  yields  4%  and  sells  for  be* 
value,  12  times  1994's  earnings  ill 
30%  of  annual  revenue. 

I  am  so  encouraged  by  all  the  flat 
caught  for  picking  Bankers  Trust  ifl  blished 
month  that  I  thought  I  would  try  t'  is  70  a 
more  big  banks.  BankAmerica  ('I  tstodei 
has  the  retail  locations  to  die  for.r  ssonal  p; 
California  slowly  revives  itself,  t  usTauc 
sleepy  giant  of  a  stock  will  wake  0  tfointc 
Nine  times  earnings,  1.1  times  bo  ishort b 
value,  3.5%  dividend  yield.  *  tor  199 

Bank  of  New  York  (32)  is  stro  mid  have 
nationally  in  a  series  of  niche  servui  nkt  \ 
such  as  global  custody  for  institute  w.Thn 
and  generic  index  products.  It  sellsl  5,000 in 
8  times  earnings  and  1.4  times  be  Jxnmenc 
value.  It  yields  3.7%. 

Culbro  (14)  should  see  a  tu  |- 
around  in  earnings  this  year.  B;l  USlj^i 
boomers  have  fallen  for  cigars,  ailing 
time.  I  can't  tell  if  it's  a  fad  or  a  tree  seadng  tr. 
but  it's  big  and  factories  can't  keep '  cate  in  j 
with  demand.  This  stock  trades  at  3  A  note  n 
of  revenue  and  half  of  book  value. .'  I  ks% 
if  it  gets  to  25.  I  »miics 
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)me  markets  go  up  and  down  with  the  calendar, 
couple  of  market  letters  successfully  exploit  that  fact. 

For  everything 
i  season 

M 

urn 
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k  Hulbert  is  editor  of  the  Alexandria,  Va.- 

:d  Hulbert  Financial  Digest,  which  monitors 

rformance  of  investment  advisory  letters. 
lewest  book  is  The  Hulbert  Guide  to  Financial 
vsletters  (Dearborn  Financial  Publishing). 
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N  YOU  beat  the  market  with  a  trad- 
scheme  that  looks  at  nothing 
>re  than  the  calendar?  It  sounds  too 
y,  but  I  am  following  two  letters 
t  have  had  considerable  success 
mg  just  that. 

3ne  is  the  Seasonal  Trade  Portfolio, 
)lished  by  Frank  Taucher.  He 
ks  70  commodities,  ranging  from 
;s  to  deutsche  marks,  looking  for 
sonal  patterns.  From  these  pat- 
is  Taucher  creates  trading  rules 
t  go  into  a  model  portfolio  of  long 
i  short  bets. 

-or  1994  this  model  portfolio 
uld  have  earned  you  a  117%  gain, 
ording  to  the  Hulbert  Financial 
yest.  This  assumes  you  started  with 
,000  in  cash  margin,  as  Taucher 
ommends.  He  came  up  with  this 
ount  because  he  makes  sure  the 
tfolio  rarely,  if  ever,  needs  more 
■n  515,000  in  initial  margin.  He 
n  throws  in  another  520,000,  rep- 
uting the  maximum  loss  he  will 
rate  in  a  given  year. 

note  of  caution:  Commodities 
ers  blow  hot  and  cold.  The  fellow- 
makes  1 17%  one  year  may  easily 


lose  60%  the  next,  leaving  you  poorer 
than  when  you  started.  Taucher 
claims  an  excellent  performance  over 
the  period  from  1985  through  1993, 
but,  since  the  hfd  began  following 
this  letter  only  a  year  ago,  I  can't 
vouch  for  the  long-term  results. 

For  the  next  few  months,  Taucher 
is  bullish  on  heating  oil  and  soybean 
meal,  and  short  the  deutsche  mark. 

The  second  of  the  two  seasonality 
letters  has  much  less  spectacular  re- 
sults, but  it  goes  back  (in  my  data- 
base) a  long  way.  That  letter  is  Market 
Logic,  published  by  the  Institute  for 
Econometric  Research.  The  Insti- 
tute's "Seasonality"  portfolio  invests 
in  the  stock  market  only  around  the 
turns  of  the  month  and  year  and 
around  exchange  holidays;  otherwise 
it  sticks  with  cash.  The  portfolio  is 
invested  in  the  market  only  about  40% 
of  the  time.  Despite  its  low  risk,  it 
nevertheless  has  equaled  the  market's 
return  since  1982 — an  impressive 
risk/ reward  combination. 

I  am  baffled  by  evidence  that  beat- 
ing the  market  (on  a  risk-adjusted 
basis,  that  is)  can  be  so  simple,  but  the 
system  seems  to  work.  Take  the  Janu- 
ary Effect,  for  example,  which  is  the 
best  known  of  the  stock  market's 
seasonal  patterns.  This  is  the  tendency 
of  small-company  stocks  to  outper- 
form large-company  stocks  during 
the  last  days  of  December  and  the  first 
days  of  January.  Exploiting  the  Janu- 
ary Effect  is  easy:  At  the  end  of  the 
year  enter  a  spread  that  is  long  Value 
Line  futures  and  short  s&P  500  fu- 
tures; after  the  New  Year  close  out 
the  positions. 

Had  you  picked  Dec.  20  and  Jan.  9 
as  your  trading  dates,  the  spread 
would  have  been  profitable  each  year 
since  1982,  when  Value  Line  futures 


were  created.  There  is  a  certain 
amount  of  hindsight  in  this  record: 
Had  you  used  the  slightly  different 
dates  favored  by  some  aficionados  of 
the  January  Effect,  you  would  have 
lost  money  some  of  the  time.  But  any 
way  you  look  at  this  phenomenon, 
there  is  something  more  than  random 
movement  at  work.  Even  more  im- 
pressive, the  strategy's  profitability 
hasn't  deteriorated  as  more  and  more 
investors  have  known  about  it. 

The  predictably  skeptical  academ- 
ics have  tried  to  explain  away  the 
January  Effect.  One  explanation  of 
what  is  going  on  is  that  the  over-the- 
counter  brokers  who  control  many 
small-company  stocks  tend  to  be  buy- 
ers (at  low  bid- side  prices)  in  late 
December,  but  sellers  (at  higher  ask- 
side  prices)  in  early  January.  If  this  is 
true,  then  you  can't  profit  from  the 
January  Effect  by  buying  and  then 
selling  individual  stocks.  But  the  Val- 
ue Line  contract,  traded  in  Kansas 
City,  is  not  adjusted  for  the  bid/ask 
phenomenon,  so  you  can  make  real 
money  from  the  statistical  aberrancy 
by  trading  futures.  At  least  you  could 
have  during  the  past  13  years  using 


I  am  baffled  by  evidence 
that  beating  the  market 
can  be  so  simple. 


Dec.  20  and  Jan.  9  as  your  trade  dates. 

Another  academic  objection  to 
these  seasonal  patterns:  The  percent- 
age moves — for  all  but  the  January 
Effect — are  far  too  small  to  overcome 
trading  costs.  Thus,  calendar  patterns 
do  not  really  violate  the  rule  that  you 
can't  beat  the  market. 

But  you  can,  and  you  don't  have  to 
use  futures  to  do  so.  Use  the  calendar 
patterns  to  switch  in  and  out  of  no- 
load  mutual  funds,  on  which  trading 
costs  are  nil.  Your  challenge  in  follow- 
ing the  Institute's  Seasonality  portfo- 
lio is  finding  a  no-load  fund  that 
won't  throw  you  out  for  pulling  off 
the  recommended  30  or  so  switches 
every  year.  The  Institute  currently 
recommends  19  funds,  including  Ev- 
ergreen and  Gabelli  Growth.  Most  of 
these  funds  either  impose  no  restric- 
tions on  frequent  trading  or,  at  worst, 
charge  a  nominal  fee.  wm 


A 
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MONEY  &  INVESTMENTS 


While  the  faddists  chase  Mexican  tesobonos  and 
Peruvian  floaters,  the  smart  investor  earns 
30%  from  local  car  washes  and  similar  deals. 

Where  the  grass 
is  greenest 


John  Rutledge  is  an  economist 
and  chairman  of  Rutledge  &  Co.,  a 
merchant  bank  in  Greenwich,  Conn. 


When  the  conversation  turns  to 
where  we  are  in  the  business  cycle, 
there  seems  to  be  a  massive  case  of 
collective  denial.  Economists  don't 
want  to  admit  we  are  in  the  middle  of 
a  smoking  recover}',  that  capacity  is 
getting  tight  and  that  prices  are  start- 
ing to  rise  more  rapidly. 

Against  this  prevailing  sentiment 
are  the  numbers.  GDP  growth  in  the 
fourth  quarter  was  4.5%,  with  fixed 
investment  rising  17.6%  and  capital 
spending  up  20.2%.  The  inflation  fig- 
ures seem  especially  strong.  True,  the 
January  Producers  Price  Index  rose  by 
only  0.3%,  but  intermediate  goods 
prices  were  up  1%  and  raw  materials 
prices,  excluding  food  and  energy, 
rose  by  3%.  Between  November  1994 
and  January  of  this  year  raw  materials 
prices  increased  at  a  sizzling  35.6% 
annual  rate.  Tight  commodity  mar- 
kets and  rising  industrial  capacity  uti- 
lization are  finally  starting  to  appear  in 
the  official  indexes. 

These  conditions  mean  just  one 
thing:  The  Fed  isn't  finished  tighten- 
ing. And  when  interest  rates  go  up, 
price/earnings  multiples  fall,  as  they 
have  already  in  the  emerging — excuse 
me,  submerging — markets. 
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For  active  people  trying  to  figure 
out  what  to  do  with  their  capital,  I 
have  a  suggestion.  It  may  sound  terri- 
bly unfashionable  in  these  days  of 
derivatives  and  emerging  markets, 
but  the  greatest  emerging  market  of 
all  is  right  in  your  own  backyard.  Here 
returns  are  in  excess  of  30%  per  year. 
You  can  influence  the  outcome  of 
your  investment  through  personal  in- 
volvement. And  you  can  use  inside 
information — legally! 

I  am  referring,  of  course,  to  the 
private  equity  market,  where  billions 
of  dollars  are  invested  each  year  in 
ordinary  privately  owned  local  busi- 
nesses. It  may  not  be  sexy  to  tell  your 
neighbor  that  you  have  invested  in  a 
car  wash  rather  than  in  a  hedge  fund 
specializing  in  Peruvian  inverse  float- 
ers. But  it  is  a  lot  safer  and  probably  a 
lot  more  profitable. 

In  private  equity  investments  you 
can  quickly  grasp  the  factors  that  in- 
fluence the  business  because  you  can 
spend  time  with  the  management  ask- 


m 


r. 


are  illiquid,  often  taking  five  years  ( 
longer  before  you  can  take  any  caj 
out.  That  is  why  private  equity  inve 
tors  expect  to  earn  annual  returns  < 
25%  to  35%  on  their  invested  capita 

There's  no  shortage  of  candidate 
There  are  more  than  40,000  priva 
companies  with  annual  sales  betwet 
S25  million  and  $100  million  ar. 
many  times  that  number  in  the  3 
million  to  $25  million  range.  A  goc 
portion  of  them  need  capital  to  ope 
ate  and  grow,  and  have  owners  win 
estate  and  liquidity  problems  that  J 
be  solved  with  fresh  capital. 

Whereas  the  typical  publicly  trad< 
U.$.    company    currently    sells    f 
about  ten  times  cash  flow,  equity  I 
healthy,  growing  private  compani 
with  total  capitalizations  in  the  J  jferc 
million  to  $25  million  range  are  ge;  --, 
erally  priced  at  three  to  four  tirm  r. .  . 
cash  flow.  Larger  private  compani;  . 
can  sell  for  cash  flow  multiples  of  fi 
or  six  times. 

In    some    cases,    where    retirii  $ 
founders  are  looking  for  an  ordei 
way  to  liquidate  a  business,  a  seller  w  - 
accept  an  earnout  as  a  significant  pd  nwii 
tion  of  the  price,  reducing  the  cai  Bjr.o;c 
payment  needed  to  acquire  the  bui 
ness  and  raising  the  equity  investo:> 
returns. 

The  best  place  to  find  private  i5 
vestments  is  in  your  hometown.  Loo 
for  simple,  understandable  business 
with  proven  track  records,  a  group 
managers  you  would  go  to  war  wi 
and  healthy  cash  flow.  Look  for  bu 
nesses  that  have  branded  produc 
customer  loyalty,  dominant  mark 


Despite  derivatives  and  emerging  markets,  the  greatest 
investment  of  all  is  right  in  your  backyard. 


ing  questions.  Frequently,  you  can 
invest  alongside  managers  who  own 
significant  equity  themselves,  align- 
ing your  interest  with  theirs.  And  if 
something  really  goes  wrong  with  the 
business,  you  can  march  into  the 
CEO's  office  and  ask  what's  going  on. 
Try  that  with  Peruvian  floaters  or 
Mexican  tesobonos. 

Private  equity  investing  does  in- 
volve work.  It's  not  just  a  matter  of 
picking  up  a  phone  and  placing  an 
order.  And  private  equity  investments 


share,  tight  cost  controls  or  otl 
factors  that  give  them  a  degree 
protection  from  competitors. 

Examine  the  merchandise  carefi 
ly.  A  good  rule  of  thumb  is  that  y 
will  have  to  look  at  a  hundred  comr 
nies  in  order  to  find  one  to  invest 
But  remember  the  potential  rewar> 
Nearly  everyone  on  Forbes'  anm 
lists  of  the  400  wealthiest  America 
got  there  not  by  buying  stocks  a 
bonds  but  by  owning  their  own,  oft 
mundane,  businesses. 

Forbes  ■  March  13,  ll 
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n  there  is  the  issue  of  how  much  time  you  want  to  spend  on  your  investments.  The  Course  offers  a  choice.  The  active  investor 
mpts  to  beat  the  market  in  a  program  of  buying  low  and  selling  high.  Clearly,  this  requires  closer  attention  than  passive  investing 
re  stocks  are  bought  and  held  to  allow  dividends  and  appreciation  to  produce  a  return.  The  Course  will  give  you  an  understanding 
le  forces  that  drive  the  market  up  and  down,  the  signs  that  let  you  see  what's  coming  and  the  factors  affecting  the  prices  of 
vidual  stocks.  It's  not  complicated  and  it  certainly  puts  you  in  better  control  of  your  investment  decisions. 

can  even  find  out  how  to  make  money  in  a  down  market.  The  Course  devotes  an  entire  section  to  bear  market  investing. 

an  enjoy  the  Course  as  a  straight  "read  through"  or  refer  to  individual  sections  as  you  need  them.  It  comes  in  a  handsome  maroon 
der  with  tabbed  pages  marking  each  of  its  16  sections.  The  text  is  generously  spaced  with  a  blank  page  facing  each  page  of  text  for 
he  (  ung  notes. 
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ou  have  any  interest  in  investing,  even  if  you  already  own  FORBES  Stock  Market 
lirse,  you  will  still  want  to  own  this  new  thoroughly  updated  edition.  It  can  be  ordered 
v  at  a  special  pre-publication  price. 

)egin,  the  Course  deals  with  risk  as  a  prime  concern.  It  describes  the  level  of  risk  attached  to  various  investments  and  guides  you 
ards  your  own  "comfort  level"  of  risk  and  reward.  The  sample  portfolios  for  a  retirement  fund  or  to  fund  a  child's  education  show 
;e  risk/ reward  factors  at  work. 


n  to  choose  a  broker  •  Broker  commissions  •  How  to  place  an  order  •  Sources  of  information  •  Market  patterns  (how  to  chart  stock 
ket  movements)  •  Dollar-cost  averaging  •  Buying  on  margin  •  How  to  read  the  tape  •  The  Dow  theory  •  Indexes:  the  Dow,  the 

Bonds  and  preferred  stocks  •  Derivatives  including  options  •  How  to  read  a  company's  financial 
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a  limited  time,  Forbes  is  offering  the  new  edition  of  the  Stock  Market  Course  at  a  pre-publication  price  of  $72.  The  price  for  the 
edition  when  the  Course  goes  on  sale  in  April  will  be  $89.50.  No  orders  at  the  discount  price  will  be  accepted  postmarked  after 
ch  27,  1995.  Copies  will  be  shipped  as  soon  as  they  are  available.  Please  fill  out  and  return  the  form  below. 
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FORBES  STOCK  MARKET  COURSE  PRE-PUBLICATION  OFFER 

(Offer  good  until  t  March  2  7,  /  995) 

Send  me  the  new  edition  of  FORBES  Stock  Market  Course  as  soon  as  it  is  ready  at  the  pre-publication 
price  of  $72.00.  (I  understand  that  after  the  publication  date  the  price  will  be  $89.50.)  Also  enclose  the 
FORBKS  80-year  Wall  Chart  of  Business  and  Security  Trends  and  The  Glossary  of  Investment  Terms  as 
my  free  gift. 

NAME 


I'l  I    ISI    I'KIM 


ADDRESS. 


CITY. 


STATE 


ZIP 


FOR  FASTER  SERVICE,  CALL  1-800-888-4525  EXT  507 

□  Check  for  $72.00  enclosed       □  Charge  my  credit  card   □  Amex  □  Mastercard  □  Visa 
Name: 


Number: 


Kxp.  Date: 


*  Buyers  in  New  York  City  add  X  \\¥i  sales  lax-  other  N.Y.,  Ca.  and  III.  as  required  by  law.  g 

FORBES,  INC. ,  P.O.  Box  1 1234,  Des  Moines,  IA  50340-1234     I 
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The  dollar  may  look  cheap,  but  it  is  going  to  get 
cheaper  yet  against  the  mark  and  the  yen. 

Pain  before  gain 


BY  ANDREW  J.  KRIEGER 


Andrew  J.  Kneger  is  managing  director 

of  KB  Currency  Advisors,  Inc., 

a  foreign  currency  investment  management 

and  hedging/overlay  firm 

based  in  Fort  Lee,  N.J. 

He  is  author  of  The  Money  Bazaar. 


In  my  last  column  (Dec.  4,  1994)  I 
forecast  a  short-term  dollar  decline 
before  a  more  sustained  rally.  The 
dollar  broke  lower,  from  1.58  deut- 
sche  marks  to  the  dollar  at  the  end  of 
1994,  to  the  current  rate  of  1.52.  But 
I  am  revising  my  overall  forecast.  I 
don't  think  the  sustained  rally  is  near. 
In  fact,  we  are  likely  to  get  a  real 
collapse  in  the  dollar  first. 

Only  after  this  dramatic  dollar 
washout  to  new  alltime  lows  against 
the  Japanese  yen,  Swiss  franc  and 
deutsche  mark  will  the  U.S.  dollar  be 
ready  for  the  rally  that  so  many  people 
have  lost  so  much  money  anticipating 
over  the  past  four  years. 

I  am  extremely  bearish  on  the  dol- 
lar for  several  reasons.  One  is  the 
global  overhang  of  greenbacks  that  is 
the  inevitable  consequence  of  a  na- 
tion living  off  loans  from  foreigners. 

Another  is  the  steady  reallocation 
of  currency  reserve  portfolios 
among  foreign  central  banks.  They 
are  beginning  to  substitute  marks 
and  yen  for  dollars.  The  dollar  is 
now  overrepresented,  accounting 
for  65%  of  overseas  currency  reserves 
even  though  the  U.S.  economy  ac- 
counts for  only  22%  of  global  pro- 
duction. As  central  banks  adjust 
their  holdings,  they  will  be  dumping 
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dollars  and  buying  yen  and  marks. 

There's  another  factor  weighing  on 
the  dollar:  U.S.  stocks  and  bonds  are 
becoming  less  attractive  to  inves- 
tors— whether  domestic  investors  or 
foreign  ones.  As  holders  dump  dollar 
assets  to  buy  Japanese,  German, 
French  and  British  assets,  the  dollar 
will  suffer. 

The  dollar's  troubles  are  deep-seat- 
ed. Americans  simply  spend  too  much 
and  save  too  little  and  borrow  abroad 
to  fill  the  gap.  Our  savings  are  far 
short  of  what  we  consume  and  put 
into  capital  investment  in  factories, 
bridges,  and  so  on.  For  a  long  while 
we  have  been  able  to  get  away  with 
this  imbalance  by  raising  capital 
abroad — giving  foreigners  ious, 
Treasury  paper  and  real  estate.  The 
foreigners  have  now  accumulated  net 
dollar  assets  topping  $1  trillion. 

Here's  something  else  to  think 
about.  Many  hedge  fund  and  asset 
managers  are  remaining  doggedly 
bullish  on  the  dollar  and  holding  on 
to  pro-dollar  positions  through 
both  option  and  spot  strategies.  But 
their  hands  are  weakened  by  1994's 
dismal  performance.  They  cannot 
sustain  much  further  pain  in  their 
positions,  and  these  positions 
would  likely  be  liquidated  in  even  a 
modest  dollar  selloff,  further  fuel- 
ing the  decline. 

If  you  want  further  proof  of  the 
inherent  sickness  in  the  dollar,  look  at 
the  seven  rate  hikes  by  the  Fed  over 
the  past  year.  In  normal  times,  a  7% 
one-year  Treasury  yield  with  U.S.  in- 
flation under  3%  would  attract  mas- 
sive dollar  buying.  But  all  that  the  Fed 
has  accomplished  with  its  tightening 
is  to  propel  the  dollar  down  to  its 
lowest  level  in  two  years. 

Under  the  circumstances,  only  a 
large,  sustained  downward  move  will 
cleanse  the  market  of  its  excessive 
dollar  holdings  and  bullishness.  What 
catalyst  could  set  this  process  in  mo- 
tion? Some  unpleasant  surprises  on 


the  U.S.  inflation  front  would  be 
likely  candidate. 

Wall  Street  seems  to  think  that  tl 
U.S.  economy  is  headed  for  a  sc 
landing — slower  growth  while  inft 
tion  remains  subdued.  I  feel,  howe 
er,  that  such  a  development  is  unlik 
ly.  The  recent  slowing  of  job  growth: 
probably  only  a  pause  in  a  stroi 
employment  market.  The  economy 
already  past  full  employment.  I  fin 
the  inflation  risk  in  the  econor 
alarmingly  large. 

What  happens  when  a  pickup 
inflation  is  finally  obvious?  The  Fed 
speculate,  will  be  at  pains  to  avc 
overreacting.  It  will  stay  its  curre* 
course.  Then  bondholders  will  won 
that  the  Fed  is  losing  ground  in 
anti-inflation  fight.  They  will  dur 
bonds,   taking   interest   rates   mui 


We  might  witness  an  ugly 
self-reinforcing  cycle 
of  asset  liquidation. 
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higher  and  the  dollar  much  low 
further  fueling  inflationary  pressur 

We  might  witness  an  ugly  self- red  Itlip  Ji 
forcing  cycle  of  liquidated  assets  fo 
ing   the   liquidation   of  still   furt 
assets.  As  foreign  holders  sold  off  i: 
estate,  Treasury  notes  and  other  l_     , 
securities,  they  would  pile  up  doll; 
These  dollars  would  then  be  dumi 
at  distress  prices  into  the  currei 
markets. 

Even  the  gravity-defying  ste 
market  would  turn  down  and  begi 
substantial  selloff.  Eventually,  A 
Greenspan  would  be  forced  from 
gradualist  approach  and  would  r; 
rates  sharply — and  I  mean  sharply 

Then   and  only  then  would 
greenback  be  poised  for  a  long,  p( 
erful  rally,  the  one  everyone's  b 
waiting  for.  But  first  the  pain,  c 
then  the  gain. 

Forbes  ■  March  13,  1 
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Can  Conservative  Management 

Lead  to  Financial  Strength 

in  Todays  Banking  Environment? 


jj  \         \S\  Republic 

Dnal  Bank,  the 

er  to  that  question  is 

lequivocal  YES.  The  proof  is  in  our 

'*  ws. 
sa 

rji  the  June  24,  1994  analyst's  report, 
irst  Boston  notes:  "In  our  opinion, 
:  -.  blic  has  developed  a  flexible  entrepre- 

j  al  approach  in  meeting  clients'  needs. 
:a  i  addition,  RNB  has  approached  new 


It 

uklj 


business  both  cautiously  and 
prudently,  making  sure  the 
product  provides  consistent 
profitability  and  generous  spreads.  Along 
these  same  lines,  we  believe  RNB  has  made  a 
strategic  commitment  to  internally  expanding 
its  domestic  private  banking  business." 

Cautious  in  risk  management.  High  pro- 
ductivity. Traditional  banking  values  that 
help  build  a  strong  financial  institution. 


Republic  National  Bank 


For  more  information  about  Republic  National  Bank, 
please  call  1  800  REPUBLIC.  Outside  the  U.S.  (718)  488-4049. 

From  tli*-  collection  ol  Republic  National  Bank  of  Ne*  York.  '    Republic  National  Hank  of  New  'lurk  1995. 
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FINANCIAL  SERVICES 


BUSINESS  OPPORTUNITIES 


EDUCATIONAL  SERVIC 


An  introductory  subscription  to  The  Value  Line  Investment  Survey 

brings  you  the  2000-page  Investors  Reference  Library — Value  Line's  most 
recent  Ratings  and  Reports  on  1700  stocks  and  the  practical  guide  How  to 
Invest  in  Common  Stocks.  You  will  also  receive  analyses  of  about  130  stocks 
each  week  for  10  weeks  for:$65T$55  Available  only  once  every  three  years  to 
any  household    SPECIAL  BONUS:  J.K.  LASSERS  Your  Income  Tax  1995. 
You  will  also  get  the  newest  edition  of  the  #1  bestselling  tax  guide  for  58  years. 
You  get  •  all  the  latest  changes  and  pending  legislation  •  hundreds  of  practical 
examples  and  tax-saving  strategies  •  a  free  update  supplement  •  tax  forms  for 
filing  •  a  24-hour  telephone  helpline.  (Free  with  your  trial  or  annual 
subscription...  while  supplies  last.)  Your  subscription  to  Value  Line  may  be 
tax-deductible.  Consult  your  tax  advisor.  Send  check  or  money  order 
along  with  name,  address  and  zip  code  together  with  this  ad  or: 

Call  Toll-Free  1-800-833-0046 

(Ext.  2903-Dept.  416L13)  American  Express.  MasterCard  or  Visa.  24  hours  a  day. 

^7  days  a  week.  II  you  are  not  completely  satisfied  return  all  materials  in  good  condition 

within  30  days  lor  a  lull  refund  of  your  fee  Allow  4  weeks  lor  delivery 

NY  residents  add  sales  tax.  Foreign  rales  upon  request. 

The  Value  Line  Investment  Survey" 

PO  Box  2037,  Secaucus. 

NJ  07096-2037 


BUSINESS  OPPORTUNITIES  BUSINESS  OPPORTUNITIES 


S  OVER  ONE  BILLIONS 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  Manufacturing  lo  Small  Retail  Shops 

No  Brokerage  Fees 
To  Buy  or  Sell 
1-800-999-SALE 
GREAT  WESTERN  business  services,  inc. 


NATIONWIDE 


BUSINESSES  FOR  SALE 
BY  OWNERS 

Successfully  bringing  buyers  &  sellers  together 

Retail  -  Wholesale  -  Manufacturing 

All  Price  Ranges 

To  Buy  or  Sell 

FREEMAN  &  ASSOCIATES,  INC. 

1-800-798-5189     Fax:  (615)  267-2123 


"THE  TAX  EXILE  REPORT" 

by  Marshall  Langer 
Discover  how  you  can  become  a  suc- 
cessful legal  Tax  Exile.  Also,  learn 
the  secrets  of  dual  nationality  and 
escape  confiscatory  taxes. 

FREE  BROCHURE  AND 

PRIVACY  NEWSLETTER 

Scope,  Box  4944,  Forestside  House, 

Forestside.  P09  6EE.UK 

Tel:  +44  705  631751  Fax:  +44  705  631322 


STEEL  BUILDINGS 


SHARING 


Buy  Factory  Direct. 

Steel  Buildings.  All  sizes.  Ideal 

from  Back  Yard  Shops,  Airplane 

Hangars,  RV  &  Boat  Storages  to 

Large  Commercial  applications. 

Do-it-yourself  or  complete  set  up. 

20  year  warranty.  Call  for  free 

brochure.  STEELMASTER 

1-800-526-1110. 


IS  CARING 


Forbes.Capitalist  Tool 


"They  Laughed 

When  I  Told 

Them  I  Could 

Make  $150,000 

a  Year  as  a 
Consultant..." 

My  friends  all  said,  "A  consult- 
ant in  what?"  But  now  I'm  get- 
ting the  last  laugh  as  I  make  any- 
where from  $10,000  to  $50,000 
on  each  client  with  my  own  con- 
sulting business. 

I  offer  two  unique  niche  services 
that  every  company  needs,  but 
best  of  all,  I  do  it  on  a  no-risk  con- 
tingency basis.  Needless  to  say, 
that  attracts  far  more  clients  than 
I  can  handle. 

A  very  limited  number  of 
people  throughout  the  country  are 
now  being  trained  to  do  the  same 
thing  in  their  own  areas,  and  a 
personal  computer,  fax  machine, 
good  communications  skills,  and 
about  $12,000  in  start-up  capital 
are  all  that's  required. 

If  you  think  you  qualify  and 
would  like  the  full  particulars,  call 

1-800-660-0330,  Toll  Free,  Mon- 
Fri,  8:30  am  to  5:30  pm,  CST.  No 
obligation,  of  course. 


SSS  900  NUMBERS  SSS 


Business  opportunity  of  the  decade! 

Low  investment,  high  income  programs! 

Potential  $10K-$50K  per  month! 

Live  Psychic,  Live  Chat,  Horoscope, 

Soap  Opera  Updates,  Sports  Scores, 
and  many  more!  Custom  programs  also 

available.  FREE  information  package! 


Call  International  Telecom  now!  1-800-865-1000 


INCORPORATE  IN  DELAWARE! 


Specialists  In  setting  up  Delaware 
Corporations.  General,  Aircraft, 
Boat  &  Shell  Corporations. 
TMtlmm      CoHWrrte  for  FREE  KIT: 

JkWvistrv       p  ° Box  484"FB 
|L  Kf     -      WHmlnglon,  DE  19899 

M    L>kl  800-321-CORP. 302-652-6532 


INCORPORATE 

BY  PHONE  OR  FAX 

800-318-7407 

FAX  302-652-6760 

CorpCo 


For  as 

little  as 


25 


Plus  state 
lees 


University  Deare 


Approved  Self  Paced  Home ! 
Associate  Bachelors  Masters  I 
Business  Admin,  Public  Admin 
Care  Admin,  Human  Resources, 
International  Business,  Tech  Mg 
Paralegal,  Psychology,  Call  lore 
(800)  477-2254  (24  hrs) 
Southern  California  UniveiV! 
for  Professional  Studies 
1840  E   17  St-F,  Santa  Ana.  CAS 


thf 


COLLEGE  DEGF 

bachelor's  ■  master's  •  DOC1  i 

For  Work.  Life  and  Academic  Expi 

Earn  your  degree  th'jj 
convenient  home  s| 

(800)  423-3244  t 
Fax:    (310)471-6 

send  detailed  resume  (or  mc a  i 

Pacific  Western  Univt 


AUDIO  BOOKS 


ARKET 


V    _[     W    _f 


VOICE  MAIL 


REAL  ESTATE 


AUDIO  BOOKS 
IFOR  99°  EACH 


IkajMJoii  tie  M»&*ot  Glib. 

bestsellers  on  Tape 
Hundreds  of  Titles 

1-800-422-2258 
io  Book  Club  h. 


i  Book  CIud 


4FB03 


986  •  Hicksville.  NY  11802-0986 


GET  THE  MESSAGE 
-OR  ELSE! 


Don't  trade  your  life  for  a  lost  message! 

Windows-Based 

♦  Voice  Mail 

♦  Auto  —  A  ttendant 

♦  Fax  —  On  —  Demand 

1-800-934-4884 

TALKING  TECHNOLOGY,  INC. 


w= 


Beautiful  14,250  Acre  Colorado  Ranch 
/r\  For  Sale  --  $7.5  Million 

l    Jwn  your  own  piece  of  the  Rocky  Mountains  -  The  Williams  Fork  Mountain  Ranch 
\y  -  located  just  west  of  Steamboat  Springs.  This  22.8  square  mile  property 
offers  numerous  picturesque  sites  on  which  to  build  your  mountain  estate. 
Abundant  herds  of  elk,  as  well  as  antelope,  grouse,  deer,  rabbit,  and  other  wildlife 
roam  amidst  the  mountains,  and  along  the  streams,  ponds  and  aspen  tree  groves 
of  the  valleys.  Recreational  activities  on  or  near  the  ranch  include: 


EXECUTIVE  GIFTS 


Rafting 

Mountain  Biking 
Horseback  riding 
Four-wheeling 


Reel  and  fly  fishing 
Snowmobiling 
Hiking 
Cross-country/Downhill  Skiing 


This  unique  getaway  is  easily  reached  by  car 
or  full  size  commercial  jet,  thanks  to  well- 
maintained  county  roads  and  the  nearby 
Yampa  Valley  Regional  Airport. 

For  more  information  contact: 
Aaron  Cobabe  or  Bill  Conway 

(303)  571-4100 

WAKEFIELD 


GOLF  VACATIONS 


MAIL  ORDER 


FPoshirEvolvtion  could  be 
the  solution 

PosturEvolution  helps  retrain  your 
bod  so  you  can  maintain  good 
posture  wherever  you  sit 

•  Portable 


•Supportive 
•Comport 

Posturfvolution  transforms  your 
choir  or  car  seat  into  a  foundation 
for  proper  sitting.  Call  for  a  free 
brochure 

PosturEvolution 

800.392.0363 


Or  FOR  DfFORJUTION 
WRITE  OR  CALL: 
LINDA  LOREN 
ORBES  MARKET/ 
CLASSIFIED 

Tilth  Ave .  H.Y.,  MY  10011 

212)  620-2440 
(212)620-2472 


Hilton  Head  Island,  SC 

Where  you  stay  says  a  lot  about  where 
you  play.  We  offer  tailor-made  golf 
packages  &  guaranteed  tee  times  on 
all  courses  within  30  miles  from  public 
to  semi-private  and  then  some  Play 
well  &  live  well  from  oceanfront  to 
golf-view  private  homes  and  villas. 
Enjoy  12  miles  of  Atlantic  beach, 
tennis,  shopping,  fine  dining  &  many 
other  activities  to  keep  you  entertained 
day  &  night.  Call  800-476-4885  toll- 
free  in  the  U.S.  &  Canada  for  a  free 
brochure  Fax  803-686-2650. 
Island  Getaway,  P.O.  Box  5429, 
Hilton  Head  Island,  SC  29938. 


Uniquely  Luxurious 


An  "Elevette"  residen- 
tial elevator  adds  a 
unique  custom  touch 
to  your  home,  as  well 
as  practicality  and 
convenience. 
Available  In  a  variety 
of  decor-matching 
styles. 

It's  the  ulUmate  solu- 
Uon  for  people  who 
require  a  wheelchair 
or  can't  use  stairs,  and 
is  tax-deductible  when 
doctor  recommended. 
For  free  literature, 
contact 


INCLINATOR 

COMPANY     OFJI»»lllCA 

Dept.  7  IT* 

PO  Box  1557         V 
HarrtsDurg,  PA  17105-1557 
Phone  717  234  8065 


AUDIO  BOOKS 


BOOKS 
ON  TAPE 


•  Worlds  Largest  Selection  of  Audio  Books  < 


Bestsellers  ' 
on  Cassette  I 

Full-length     " 
Readings      I 

Call  for  Free  § 
Brochure      7 


(800)  626-3333 


EXECUTIVE  GIFTS 


MISCELLANEOUS  FOR  SALE      pHHMMI^HI^HH    HAND  CARVED  MAHOGANY 

CONTACT  LENSES 


|\\  ESTMENT  GEMSTONES! 
(,l  IRANTEED  LIQUIDITY!!! 

\N  e  bu\  &  sell  Diamonds 

and  all  Precious  (iemstones. 

Free  wholesale  catalog  since  1%7! 

Member:  Jewelers  Hoard  of 

I  ratle  &  Chamber  of  Commerce. 

HOI  SKOKOM  \ 

I  Main  St..  Greenville,  M  42345 

l-XlMl-X-U-.Mdil  or  F  \\  502-338-9605 


CONTACT  LENS 
REPLACEMENTS 

SAVE  UP  TO  70% 
All  Brands  100%  guaranteed  Sealed 

Vials  No  Clubs  to  Join.  Prescription 

Required.  Call  for  prices  &  free  catalog. 

1-800-568-5474  ext.  5 


•  16"  lo  7T  models  ore  hond- 
crofled  from  solid  monogony  with 
riondpoinied  morlnngs  and  deioils 

•  Over  160  models  n  sia* 

•  Prxed  from  $99  50 

•  Satisfaction  guo/  onteed 

Call  1  800  950-9944 


tACIflC 


WOtUSUAMtCMUIE 
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AiKHCUUTVOJ 
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EDITED  BY  THOMAS  JAFFE 


Buying  opportunity 
in  Gemex? 

GOTTHEGUTS  to  buy  a  Mexican  stock 
with  the  peso  crisis  still  boiling?  Take 
a  look  at  Grupo  Embotellador  de 
Mexico  (Gemex),  the  largest  inde- 
pendent Pepsi  bottler  in  the  world. 
Since  Gemex's  Big  Board-listed 
Global  Depositary  Shares  went  public 
a  year  ago  at  31,  they've  fallen  to  7xh. 

On  top  of  everything  else  the  stock 
has  been  hurt  by  the  departure  of 
Gemex's  president  and  the  troubles  of 
its  62%-owner,  Enrique  Molina  So- 
brino.  There's  been  talk  on  the  Mexi- 
can bolsa  that  banks  were  putting  the 
squeeze  on  Molina's  private  compa- 
nies, including  Mexico's  largest  sugar 
processor,  whose  debts  are  collateral- 
ized in  part  by  his  Gemex  stake.  To 
satisfy  creditors  it  was  rumored  Moli- 
na might  be  forced  to  unload  a  chunk 
of  his  Gemex. 

"Nonsense,"  says  Molina,  who 
spoke  to  Streetwalker  by  phone  from 
his  Mexico  City  office.  Gemex,  he 
notes,  has  just  refinanced  some  of  its 
short-term  debt. 

Analyst  Raul  Celada  of  Mexico  Ci- 
ty's Serfin  Securities  estimates  that 
Gemex  will  earn  95  cents  per  deposi- 
tary share  this  year  after  a  20-cent  loss 
last  year,  due  to  foreign  exchange 
losses.  At  just  eight  times  estimated 
earnings,  Gemex  looks  cheap  in  a  hot, 
thirsty  country. 

-Christopher  Palmeri 


Petrochemicals  awake 

THERE'S  AN  explosion  in  petrochemi- 
cal profits  that  many  investors  haven't 
caught  on  to,  says  Fergus  MacLeod,  a 
NatWest  Securities  analyst  based  in 
Edinburgh. 

How  to  play  the  boom?  MacLeod 
likes  three  Big  Board-listed  stocks: 
British  Petroleum  (recent  price, 
78%),  Norsk  Hydro  (40%)  and 
Spain's  Repsol,S.A.  (28%). 

MacLeod's  per-share  estimates  for 
bp  in  1995  and  1996  are  $6.25  and 
$7.19,  respectively,  but  he  thinks  his 
numbers  may  be  too  low  by  a  consid- 
erable margin. 

Adam  Sieminski,  NatWest's  Wash- 
ington-based analyst  covering  the 
major  U.S.  oils,  says  the  petrochemi- 
cals surge  also  makes  more  attractive: 
Exxon  (63%),  Mobil  (88)  and  Chev- 
ron (A7Va).  In  1993  petrochemicals 


accounted  for  just  10%  of  Exxon's 
operating  income.  Last  year  it  was 
19%;  it  could  be  as  much  as  25%  in 
1995.  This  year  Sieminski  thinks  Ex- 
xon will  earn  over  $4  a  share,  Mobil 
$6  and  Chevron  $3.15. 

Why  the  optimism?  Between  1990 
and  1993,  petrochemicals  suffered 
from  a  worldwide  economic  down- 
turn. In  a  recovery,  however,  petro- 


McDevitt,  Inc.  The  company  ear'Pse 
about  $1.35  on  each  of  its  12.2  i  m 
lion  shares  outstanding.  Trading  k> 
recent  147/s,  the  stock  is  up  75%  6w.  V; 
when  Reiland  first  pitched  it  \h  rCl 
nearly  three  years  ago  (Forbes, )\i^ 
22,  1992). 

The  founding  Cherry  family1.. :  nurs 
merited  its  voting  control  last  .icturint 
with  a  2-for-l  split  that  created  ai  Jhit/0 
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took  investor>  \mx. 

by  surprise. 
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chemical  profits  typically  lag.  Which  is 
why,  says  MacLeod,  people  were  nap- 
ping when  the  business  produced  very 
strong  earnings  in  last  year's  fourth 
quarter.  Better  yet,  he  expects  bang- 
up  profits  in  the  current  quarter. 

Doohickeys  at 
11  times  earnings 

If  you've  always  wanted  some  port- 
folio exposure  to  vending  machines, 
keyboards  and  appliance  doors,  we've 
got  just  the  stock  for  you:  Cherry 
Corp.  If  those  market  segments 
weren't  exactly  on  the  top  of  your 
mind,  you  might  still  consider  this 
offbeat  stock.  It's  cheap,  at  1 1  times 
trailing  earnings. 

Cherry  Corp.  makes  snap-action 
and  selector  switches.  These  are  the 
little  doohickeys  that  turn  the  light  on 
when  you  open  a  refrigerator  door  or 
allow  you  to  select  pretzels  from  a 
vending  machine.  Cherry  has 
branched  into  electronic  gadgets, 
such  as  low-cost  keyboards  and  semi- 
conductors, but  the  low-tech  switch- 
es remain  a  mainstay. 

The  Waukegan,  111. -based  manu- 
facturer did  about  $335  million  in 
sales  for  the  fiscal  year  ended  Feb.  28, 
according  to  Timothy  Reiland  of  Mil- 
waukee's   Cleary    Gull    Reiland    & 


I  WATER  1 

class  of  nonvoting  A  shares.  The  c<  mbledi 
pany  then  raised  some  $36  millicu  onversic 
new  capital  by  selling  more  A  shaw  %  Anal 
With  either  class,  liquidity  ren»  ita's  Rot 
an  issue,  since  the  shares  traddi  omean t 
Nasdaq  at  a  hefty  3%  bid/ask  spn  stock  w, 
But  for  the  long-term  investor r  §i\\ 
remains  an  intriguing  play.  Reii 
predicts  that  earnings  will  hit  at  i 
$1 .55  in  fiscal  1996  on  the  strengj 
Cherry's  growing  presence  in  atitoani 
motive  electronics  and  the  continii  j  isn't 
rebound  of  its  keyboard  busineit  sthe one 
Europe.  'j  stlssmi 

1  ilistni 

The  Black  &  Decker  dw-*;* 

Black  &  Decker  Corp.  has  be»  a^j. 


\i\\ 


able 


»t.  Gone 
of  its  fie 
&HisJ 
tt'.S.fle 


chronic   dog  on  Wall   Street 
recent   25,   it's   trading  just  a- 
where  it  was  a  decade  ago. 

Bu\  the  construction  tool 
small-appliance  company  has  reo<  j 
broken  out  of  its  torpor  (Foi>  cent S20= 
Aug.  15,  1994),  and  it's  just  pos>  l^ 
the  stock  is  about  to  do  the  samt    % 

Last  year  the  company  ea 
$1.37  a  share,  versus  $1  in  1993 
1995  it  should  do  $1.80,  says  1  \ 
aldson,  Lufkin  &  Jenrette  analy: 
Govatos.  Reasons  for  the  upsv. 
market  share  gains,  new  power  t 
the  European  recovery  and  more 
ductivity  improvements. 


Forbes  ■  March  13,  I  si 
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op  sells 

■  last summer  Procter  &  Gamble 
was  languishing  in  the  mid-50s. 
;an  Stanley  analyst  Brenda  Lee 
ry  recommended  the  over- 
d  giant  to  Streetwalker  (Sept.  12, 
).  Her  reasons:  volume  growth, 
margins  and  savings  from  a 
icturing.  She  predicted  the  stock 
d  hit  70,  up  nearly  25%,  inside  of 

od  call,  p&g  stock  has  almost 
it  to  70 — in  less  than  six 
hs.  Recent  price,  653/4. 
idrv  has  now  raised  her  target 
on  P&G  stock.  She  still  expects 
Dmpanv  to  earn  almost  S3. 70  a 
in  the  fiscal  year  ending  June 
,  and  S4.25  the  following  fiscal 
But  given  the  stock's  momen- 
she  now  thinks  it  will  reach  75 
die  next  12  months. 

I  Tidewater 
ist  rise? 

.vathr  Inc.  called  an  issue  of 
T«<  ^rtible  debentures  last  year  when 
.  onversion  was  still  out  of  the 
hi  :y.  Analyst  Thomas  Escott  of 
;  ita's  Robinson-Humphrey  took 
m  d  mean  the  company  thought  its 
ski  stock  was  cheap  (Forbes,  Apr. 
XX  994).  With  Tidewater  stock  at 
f.  il  he  saw  it  hitting  33  in  a  year. 
m;  didn't  happen.  Earnings  have 
k  lackluster  and  Tidewater  recent- 
:i3  ik  to  an  even  cheaper  18%.  But 
on:  t  isn't  abandoning  ship.  He 
ua    s  the  operator  of  the  largest  fleet 

;sels  serving  the  offshore  oil  and 

idustry  is  a  better  buy  than  ever. 

:ause  of  higher  oil  prices,  Escott 
r"  ts  the  foreign  rig  count  to  rise 
lias  I  :stly  in  1995  after  four  years  in 
red  le.  Good  news  for  Tidewater; 
just    of  its  fleet  operates  in  foreign 

s.  Plus,  Tidewater  now  owns  the 
to)  it  U.S.  fleet  of  natural  gas  and  air 
usi  ressors  serving  the  oilfields  after 
f  :ent  S205  million  acquisition  of 
ist)  surton's  compression  business. 
itsl  vater  also  has  a  new  boss,  Wil- 
r  3'Malley,  who  is  cutting  costs  by 
]1*  ing  the  employee  rolls  and  con- 
y  iting  operations. 
■  nil  :ott  estimates  Tidewater  will 
£  J)  J6  cents  a  share  in  the  fiscal  year 
v  .    ig  this  Mar.  31,  and  $1.10  the 


m 


ig  year.  Hang  on.  Escott  pre- 
■moothcr  sailing  ahead.  ■■ 

March  13,1995 


If  You  Had  Invested  $10,000 

at  the  inception  of  our 

Legg  Mason  Value  Trust®, 

it  would  now  be  worth  $64,465. 


Average  Annual  Returns 


ONE  YEAR 
12/31/93-12/31/94 

FIVE  YEAR 

Bill 

12/31/89-12/31/94 

TEN  YEAR 

LIFE  OF  FUND 

11.01%  15.79% 

12/31/84-12/31/94 

4/16/82-12/31/94 

For  thousands  of  investors,  the  Legg  Mason  Value  Trust  fund  has  provided  a 
sensible  way  to  take  advantage  of  uncommon  values  in  common  stocks  over  the 
last  twelve  years.  If  you  had  invested  $10,000  on  April  16, 1982,  and  rein- 
vested dividends  and  capital  gain  distributions,  your  investment  would 
have  grown  to  $64,465  as  of  December  31, 1994.  There  is  no  sales  charge  on 
purchases  or  redemptions  of  Trust  shares.  The  Trust  pays  asset-based  distribution 
and  management  fees  and  other  expenses.  The  adviser  absorbed  a  portion  of 
expenses  from  the  Fund's  inception  in  1982  through  March  31,  1984.  If  you 
would  like  to  know  more  about  the  Value  Trust,  call 

1-800-577-8589 

for  a  free  prospectus  containing  more  complete  information,  including  charges 
and  expenses.  Please  read  it  carefully  before  investing  or  sending  money. 


The  investment  return  and  principal  value  of  an  investment  in  the  Fund  will  fluctuate  so 
that  an  investor's  shares,  when  redeemed,  may  be  worth 
more  or  less  than  their  original  cost.  The  returns  shown 
are  based  on  historical  results  and  are  not  intended  to 
indicate  future  performance.  Calculations  assume  rein- 
vestment of  dividends  and  capital  gain  distributions,  and 
are  not  adjusted  for  income  taxes  payable  on  those 
amounts  by  taxable  accounts. 


LEGG 
MASON 
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Putting  Your  Future  First 


For  Your  Next  Meeting,  Aim  a  Little  Higher. 
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Deep  in  the  Southern  Rockies  lie  two  hundred  and  fifty  spectacular  square  miles 

known  as  Forbes  Trinchera.  Its  tallest  peak  reaches  14,345  feet  into  the  Colorado  sky,  and  its 

mountains  sweep  down  into  valleys  as  green  and  fertile  as  a  Kentucky  meadow. 

This  historic  tract  of  land  was  bought  by  publisher  Malcolm  S.  Forbes  in  1969  as 

a  natural  escape  to  a  place  far  from  Wall  Street  and  corporate  stress.  It  is  this  aspect  of  this 

wonderful  land  that  the  Forbes  family  have  decided  to  share  with  like-minded  colleagues. 

The  buildings  of  Forbes  Trinchera  have  been  remodeled  to  provide  superb 
accommodation,  but  it  is  still,  essentially,  a  ranch. 

Whilst  there,  you  can  ride  the  land  on  horseback,  or  on  trail-bike.  You  can  fly-fish  on  its  miles 

of  streams,  or  hike  its  thousands  of  trails.  You  will  have  special  rights  at  a  nearby 

golf  and  swimming  club,  or  you  can  shoot  skeet  until  every  clay  looks  as  big  as  a  house. 

And,  when  there's  work  to  be  done,  our  main  conference  room  can  seat  up  to  sixty. 

However  you  choose  to  use  it,  Forbes  Trinchera  will  provide  a  lookout  point  from  which  to  view 
the  world.  Two  hundred  and  fifty  square  miles.  Fifty  staff.  Mountains.  Valleys.  Lakes.  Streams. 

Call  1-800-FORBES-5,  and  allow  us  to  tell  you  more. 


Iiri 


Forbes  Trinchera  Ranch 

A  Forbes  Executive  Retreat 


n; 


rLHonDHOiva 


EDITED  BY  DERO  A.  SAUNDERS 


■  more  things  change. . ." 
wears  ago  in  Forbes 

Hi  THE  ISSUE  of  Mar.  15,  1925) 

■:  president  of  a  leading  group  of 
■;  in  Los  Angeles  tells  me  he  is 
J;  to  urge  that  California  bankers 
■their  next  convention  on  board 
ip  during  a  trip  to  Honolulu.  .  .  . 
■:iation  officers  often  complain 
a:  is  almost  if  not  quite  impossible 
■:t  members  to  attend  serious 

■  ns  in  decent  numbers.  On  ship- 
■1  members  could  not,  at  least, 

■off  to  play  golf,  attend  theaters 
lit  cabarets." 

■ications  point  toward  another 
■ta  oil  boom,  following  the  drill- 

■  of  a  gusher  in  the  Turner  Valley, 
■imperial  Oil  Co.  is  carrying  on 
■rger  part  of  the  prospecting." 

■rears  ago 

■  I  THE  ISSUE  of  Mar    15,  1935) 


■Chevy  shows  how  far  the  industry 
is  ast  the  boxy  cars  of  the  1920s. 


Mity-five  years  ago  the  average 
nobile  cost  a.  little  more  than 
)0.  Today,  the  average  cost  is  just 
:  $500.  Twenty-five  years  ago  a 
imore  than  $1,500  would  also 
la  one-family  house.  Today  the 
5  around  $4,500.  With  the  auto- 
le  costing  one-third  of  what  it 
the  growth  of  our  great  motor 
try  has  .  .  .  created  millions  of 
jobs  at  good  pay.  But  with  the 
if  housing  multiplied  by  three 
,d  of  divided  by  three,  other 
ns  of  workers  vainly  walk  the 
s  in  search  of  occupation." 


"After  several  false  starts,  the  prefab- 
ricated house  this  year  will  become  a 
reality.  In  Chicago,  Steelox  Company 
is  preparing  to  launch  its  models 
through  Sears,  Roebuck  catalogs.  In 
Middletown,  Ohio,  Insulated  Steel 
Construction  Company  is  building  its 
first  demonstration  home.  Near 
White  Plains,  N.Y.,  American  Houses 
is  assembling  three  sample  dwellings 
as  the  first  stage  in  an  aggressive  mar- 
keting drive." 

50  years  ago 

(From  the  issue  of  Mar.  15,  1945) 
"As  we  enter  into  an  international 
organization  to  readjust  the  postwar 
world,  we  must  be  prepared  to  make 
concessions  to  others.  President  Roo- 
sevelt declares  frankly  that  he  doesn't 
relish  the  planned  reallocation  of  Polish 
territory.  However,  he  wisely  took  a 
realistic  attitude.  All  cooperation  en- 
tails give-and-take.  Russia  has  contrib- 
uted so  invaluably  to  defeating  Ger- 
many that  Stalin,  very  naturally,  insists 
upon  territorial  realignments  to  insure 
his  country's  future  safety." 

"Economists  of  the  Department  of 
Agriculture  are  said  to  be  formulating 
a  program  of  food  subsidies  for  a  large 
part  of  the  nation.  Under  the  plan  all 
families  whose  income  did  not  permit 
them  to  spend  $170  annually  on  food 
per  person  would  receive  government 
aid  to  make  up  the  deficiency." 

"It  takes  little  more  than  a  quarter  of 
an  hour,  from  the  time  a  [war]  corre- 
spondent files  a  message  at  the  mobile 
sending  unit  of  Press  Wireless,  for  it  to 
reach  the  company's  offices  in  Times 
Square,  New  York,  whence  it  is  dis- 
patched with  the  speed  of  electronics 
to  his  editor's  desk  in  practically  any 
part  of  the  U.S.  It's  the  first  time  in 
the  ageless  history  of  warfare  that 
civilians  get  news  red-hot  from  the 
battlefront.  .  .  ." 


"The  prefab 
house  has  arrived 
at  last,"  Forbes 
announced  in 
the  1930s.  But 
it  never  did. 


25  years  ago 

(From  the  issue  of  Mar.  15,  1970) 
"The  year  1969  was  a  record  year  for 
the  over-the-counter  securities  mar- 
ket— but  unfortunately  on  the  down 
side.  More  than  1,400  o-t-c  stocks 
dropped  by  50%  or  more  and  only  76 
advanced  that  much.  .  .  .  This  almost 
reversed  the  figures  from  the  specula- 
tive days  of  1968 " 
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Flag  planted  not  on  the  moon  but  4,000 
feet  deep  in  the  Pacific. 


"That  cozy  little  pub  you  recall  from 
your  visit  to  Britain  is,  in  a  corporate 
sense,  about  as  little  as  Sears,  Roebuck 
and  as  cozy  as  Madison  Square  Gar- 
den. The  odds  are  five  to  one  that  it  is 
owned  by  a  huge  corporation  whose 
marketing  men  are  carefully  studying 
how  best  to  exploit  its  charm." 


10 


years  ago 


(From  the  issue  of  Mar.  11,  1985) 
"Airline  deregulation,  a  seven-year 
process  capped  by  the  December 
demise  of  the  Civil  Aeronautics 
Board,  has  meant  ...  a  golden  op- 
portunity for  the  travel  agent.  .  .  . 
With  deregulation,  travel  agents 
have  become  sellers  of  information 
rather  than  just  tickets  [and]  now 
account  for  $43.7  billion  in  travel 
business,  compared  with  $11  billion 
only  ten  years  ago." 

"The  market  demonstrated  its  ability 
to  lunge  back  from  a  one-  or  two-day 
selling  spree  in  the  last  few  weeks. 
Toward  the  end  of  the  recent  two- 
week  period,  a  day's  trading  on  the 
Dow  crossed  the  1300  line.  This  30- 
stock  average  closed  this  session  a 
whisker  short  of  that  level,  but  still  at 
an  alltime  high."  tm 
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All  too  often  we  say  of 
a  man  doing  a  good  job  that 
he  is  "indispensable.  *  A 
flattering  canard,  as  so 
many  disillusioned  and 
retired  and  fired  have 
discovered  when  the  world 
seems  to  keep  on  turning 
without  them.  In  business, 
a  man  can  come  nearest  to 
indispensability  by  being 
dispensable  in  his  current 
job.  How  can  a  man  move 
up  to  new  responsibilities 
if  he  is  the  only  one  able 
to  handle  his  present 
tasks?  It  matters  not  how 
small  or  large  the  job 
you  now  have,  if  you  have 
trained  no  one  to  do  it 
as  well,  you're  not  avail- 
able; you've  made  your 
promotion  difficult  if 
not  impossible. 

-Malcolm  Forbes 


A  Text.  .  . 


Be  sober,  be  vigilant, 
because  your  adversary 
the  devil,  as  a  roaring 
lion,  walketh  about 
seeking  whom 
he  may  devour. 
-I  Peter  5:8 


Sent  in  by  Don  Smith, 

Stanton,  N.D. 

What's  your  favorite  text? 

The  Forbes  Scrapbook 

of  Thoughts  on  the  Business 

of  Life  is  presented  to  senders 

of  texts  used. 


Common  sense  is  perhaps  the 
most  equally  divided,  but 
surely  the  most  under- 
employed talent  in  the  world. 
-Christiane  Collange 

The  most  Mighty  hath  created 
medicines  out  of  the  earth, 
and  a  wise  man  will  not 
abhor  them. 
-Ecclesiasticus  38:4 

Academy:  A  modern  school 
where  football  is  taught. 
-Ambrose  Bierce 

We  are  inclined  to  think 
that  if  we  watch  a  football 
game  or  a  baseball  game, 
we  have  taken  part  in  it. 
-John  F.  Kennedy 

When  small  men 
cast  long  shadows 
the  sun  is  going  down. 
-Venita  Cravens 
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Flocking  birds  not  of 

a  feather 
Dissent  at  length  when 

thrust  together; 
Which  means  that  forced 

diversity 
Creates  its  own  adversity. 
-Art  Buck 

A  disease  known  is  half  cured. 
-Thomas  Fuller 

I've  learned  that  if  you 
spread  the  peas  out  on 
your  plate,  it  looks  like 
you  ate  more. 
-6-year-old's  discovery 

More  than  9,000  "Thoughts,"  indexed  by  author  and 
subject,  are  available  in  a  three-volume  boxed  set  at 
$69.50  ($27.50  per  volume  if  purchased  separate- 
ly). Also  available,  a  one-volume  edition  of  over  3,000 
"Thoughts."  Price:  $27.50.  Send  check  and  order  to 
Forbes  Books,  P.O.  Box  11234,  Des  Moines,  I A 
50340.  Add  sales  tax  on  orders  in  New  York  State 
and  other  states  where  applicable.  For  faster  service 
call  1-800-234-4553  and  charge  to  your  credit  card. 


Money,  which  represents 
the  prose  of  life, 
and  is  hardly  spoken  of 
in  parlors  without  apology, 
is,  in  its  effects  and  laws, 
as  beautiful  as  roses. 
-Ralph  Waldo  Emerson 

Birth,  and  copulation, 

and  death. 
That's  all  the  facts,  when 

you  come  to  brass  tacks. 
-T.S.  Eliot 

I  entered  my  Seventies 

A  decade  ago. 
My  span  here  on  earth 

Has  been  quite  a  good  show. 
I  owe  a  great  deal 

To  my  relative  peace, 
And  I'm  terribly  grateful 

For  such  a  long  lease. 
-Cecil  Baxter 

Politics  is  an  excellent  career, 
unless  you  get  caught. 
-Robert  Half 

The  general  order  of  things 
that  takes  care  of  fleas 
and  moles  also  takes  care 
of  men,  if  they  will  have 
the  same  patience  that 
fleas  and  moles  have, 
to  leave  it  to  itself. 
-Montaigne 

I  had  always  imagined 
paradise  as  a  kind  of  library. 
-Jorge  Luis  Borges 
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To  keep  an  organization 
young  and  fit,  don't  hire 
anyone  until  everybody's 
so  overworked  they'll 
be  glad  to  see  the  new- 
comer no  matter 
where  he  sits. 
-Robert  Townsend 


When  it  comes  down  to  pure 
ornamental  cursing,  the 
native  American  is  gifted 
above  the  sons  of  men. 

-Mark  Twain 
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Commander 


AIRCRAFT    COMPANY 


The  Commander  Aircraft  Ownership  Program 

Are  you  tired  of  the  overburdened  hub  and  spoke  commercial  airline  system? 

Would  you  rather  fly  in  your  own  luxurious  aircraft,  at  your  convenience,  for  less? 

)r  approximately  $20,000  after  tax  per  year,   your  company  can  own,  operate,  maintain  and  fly  its 

own  Commander  114B  corporate  aircraft  — 
the  finest  four  place  high  performance  single  engine  aircraft  in  the  world. 


m 


Commander  Aircraft  Company,  together  with  our  growing  worldwide  network  of  Authorized 
es  and  Service  Representatives,  will  establish  a  turnkey  aircraft  ownership  program  for  you: 
mcing,  insurance,  service  and  support,  hangar  /storage,  flight  instruction,  and  arranging  to  have  a 
sonal  pilot  on  call  as  needed  to  meet  your  transportation  needs. 

FOR  MORE  INFORMATION  CONTACT: 

COMMANDER  AIRCRAFT  COMPANY,  7200  NORTHWEST  63RD  STREET,  BETHANY,  OKLAHOMA  73008 

TELEPHONE:  (405)495-8080  FACSIMILE:  (405)495-8383 

The  Commander  114B  IFR-equipped  base  price:  $298,500/ Attractive  financing  available. 
Service  and  support  provided  by  our  worldwide  network  of  Authorized  Sales  and  Service  Representatives. 

[Based  on  approximately  25,000  miles  of  annual  travel  and  estimated  cost  of  financing,  maintenance,  operation,  insurance  and  taxes. 
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When  you've  had  it  with  interoffice  memos, 
send  a  message  to  our  32-valve,  300-hp  V8. 

It'll  rocket  you  from  0-60  in  7.5  seconds. 
WHEN     THE     CORNER 


When  your  mind  is  numb  from 

endless  meetings,  let  our  Road-Sensing 
Suspension  read  every  inch  of  concrete 

for  you.  And  feel  our  Speed-Sensitive  Steering 
get  firmer  as  you  go  faster. 


When  you're  ready  to  trade  the  corner  office 
for  a  corner  paved  with  asphalt, 

grab  the  wheel  of  an  Eldorado  Touring  Coupe. 
You'll  own  the  road.  And  nothing  will  own  you. 

Northstar  System:  32-Valve,  300-HP  V8 
'  Road-Sensing  Suspension  •  Traction  Control 

•  ABS  •  Speed-Sensitive  Steering  •  Plus  Dual  Air  Bags 
•  Call  1-800-3  3  3-4CAD 


Eldorado   Touring   Coupe 
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FOR  INFORMATION  TELEPHONE  1  800  •  472  5375     . 


SAKS  FIFTH  AVENUE  THE  MEN'S  STORE 
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I -800- 347- 9177  MONDAY  TO  SATURDAY.  9AM  TO  5  PM.  EST. 
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THE  TANK  WATCH. 

THE   ART  OF  BEING  UNIQUE 


JEWELERS       SINCE       1847 


•  BAl  HARBOUR  •  BEVERLY  HILLS  •  BOSTON    CHICAGO    FORT  LAUDERDALE  •  HOUSTON  •  MEW  YORK  •  PALM  BEACH  •  SA1V  DIEGO  •  SAN  FRANCISCO  •  SOUTH  COAST  PLAZA  •  S 
ARl'BA  •  CHEVY  CHASE  •  FREEPORT  •  HONOLULU  •  LAS  VEGAS    LOS  ANGELES  •  MONTREAL  •  NASSAU  ■  SAN  JUAN  ■  ST.  BARTHELEMY  •  ST.  MARTIN  •  ST.  THOMAS  •  TORONTO  •  VANCOl 


TO  ORDER  A  COPY  OF  OUR  CATALOGUE,  PLEASE  CALL  1-800CARTIER. 
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"Condoms  and  Henry  David 
Thoreau:  these  I  thought  offered  all 

the  protection  a  man  would 
need  against  the  knockabouts  of  life. " 
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|Iy  sister  came  home  for  the  holidays  this  year  with  news  of 
lesh  advances  in  the  war  against  sperm. 

I'm  talking  about  sperm,  those  little  squiggly  things  inside  your 
Isticles — I  suppose  I  ought  to  say  "one's"  testicles,  since  I  can't  be 
lire  who's  reading  this.  I  suppose  I  ought  to  say  bijoux  defamille, 

nee  it  might  be  my  mother,  who  covers  her  ears  whenever  my 


Ister  talks  about  her  work  and 
Ihimpers,  "Please!  There  are  things 
Imother  has  a  right  not  to  know!" 

A  word  of  caution:  there  will  be 
h  attempts  at  euphemism  in  this 
lory,  a  mother's  rights  notwith- 
landing.  The  war  against  sperm  will 
pt  be  won  by  the  faint  of  heart. 

The  fact  is  my  sister  is  an  expert 

li  testicles.  She's  a  testicle  collector. 

's  her  business.  She  hunts  them 

hwn.  She's  on  testicle  detail.  She 

lis  a  beeper  and  a  bucket  of  ice. 

'You'd  be  surprised  how  reluc- 
Int  most  men  are  to  give  theirs  up," 
lie  says. 

I'm  not,  but  how  do  you  answer  a 
Imark  like  that? 

"No,  no,"  my  sister  protests,  "even 
I  their  lives  depend  on  it."  She  has 
Iways  been  cool  as  a  cucumber — 
p,  Lord,  there  I  go 

A  plea  for  understanding:  this  is 
ird...that  is,  difficult... to  pull 
f  ..to  write  about,  I  mean. 

My  sister's  a  scientist,  okay?  She 
is  a  Ph.D.  in  cellular — or  molecu- 
Ir,  or  testicular — biology.  We  have 
psimilated  this  fact  only  slowly  in 
ly  family,  ever  amazed  at  Barbara's 
tupendous  transformation  from  a 
)at-check  girl  at  "K-K-K-Katie's" 

Boston  in  the  early  '70s  to  a  dedi- 
ited  researcher  engaged  in  the  fight 
gainst  overpopulation — the  scourge 

our  time,  Barbara  says,  the  single 
lost  important  problem  facing 
imanity,  and  the  cause  to  which 
le  has  now  dedicated  her  life. 

"Can  you  think  of  another  dilem- 
ia  more  crucial  than  this?"  she  asks. 

'an  you  name  any  problem  that 
in't  be  traced  back  eventually  to  the 
/ercrowding  of  the  planet?" 

There  are  my  finances,  of  course, 

it  I  guess  my  sister  has  a  point: 
lerrill  Lynch  can  only  accommo- 
ite  so  many  deadbeats  at  a  time. 


Even  AIDS,  my  sister  thinks,  is  just 
a  manifestation  of  the  larger  prob- 
lem, nature's  little  balancing  act,  an 
effort  on  the  part  of  the  microbes  to 
reduce  the  global  burden  in  the 
only  way  that  microbes  know:  sav- 
agely, directly,  and  without  regard 
to  sentiment. 

"Microbes  are  real,  you  see,"  my 
sister  explains.  "They're  sentient.  We 
all  run  around  worrying  about  our 


Adam  &  Eve 


'lives'  and  our  'goals,'  but  the  cells  are 
where  it's  at."  She  worked  in  sweat 
glands  before  moving  over  to  testos- 
terone— it  had  something  to  do  with 
a  potential  treatment  for  cystic  fibro- 
sis— peeling  the  skin  off  abandoned 
corpses  at  a  police  morgue  in  South 
Carolina  and  looking  for  signs 
of. .  .who  knows  what? 

My  sister's  mission  in  life  is  to 
reduce  the  suffering  as  best  she  can, 
to  educate,  advise  and  plead  with 
anyone  who's  smart  enough  to  listen: 
"We  are  in  a  crisis.  Nothing  has 
changed.  We  are  doomed  if  we  do 
not  take  action."  The  lion's  share  of 
contraceptive  research  is  still  focused 
on  preventing  conception  "in  the 
womb,"  Barbara  explains.  It's  the  Pill 
and  IUDS  and  an  ever-changing 
series  of  "morning-after"  medicines, 
and  it  places  the  onus  of  population 
control  squarely  on  the  shoulders  of 
women. 

What  about  vasectomies?  I  ask. 

"Reversible,"  Barbara  snaps,  "in  a 
large  number  of  cases.  And  most 
men  won't  have  them  until  they've 
already  had  children."  I  realize  sud- 
denly that  I'm  up  against  a  contra- 
ceptive Carry  Nation.  She  and  the 


Able-bodied  semen  and 
the  women  of  science 


By  Peter  Kurth 
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i  a  20-member  staff  at  a  major 
university  outside  Washington  are 
looking  for  new  and  innovative  ways 
to  "stop  conception  where  it  starts," 
as  Barbara  says — "in  the  penis." 
That's  what  they  need  the  testicles 
for:  research.  Hormones.  Your  ulti- 
mate good.  They  need  them  "fresh," 
too,  you'll  want  to  know,  and  when- 
ever a  pair  comes  up  for  grabs  any- 
where within  a  500-mile  radius  of 
Washington,  my  sister  gets  busy.  She 
also  has  some  further  kind  of  use  for 
"the  urine  of  post-menopausal 
women  who  have  never  had  sex  with 
men,"  but  I  can't  tell  you  what.  It 
sounds  to  me  like  the  quest  for  the 
broom  of  the  Witch  of  the  West. 

"What  do  you  do?"  I  ask  her. 
"Stand  outside  the  convent  wall 
and  wait  for  the  slops?" 

"We'd  never  find  what  we're 
looking  for  in  a  convent,"  my  sis- 
ter replies.  "What  we  need  are 
fewer  political  lesbians  and  more 
actual  ones.  We  need  some 
women  who  really  mean  it." 

You  have  to  understand  that 
my  sister  hates  the  world  of  sci- 
ence— loathes  it,  detests  it,  call- 
ing it  "murderously  territorial  and 
competitive"  and  a  "scourge"  in  its 
own  right.  But  she  so  believes  in 
what  she's  doing  that  she's  pre- 
pared to  overlook  it.  She  had  bet- 
ter overlook  it,  she  says,  since 
there  aren't  too  many  women  in 
her  lab — only  two — and  if  the  last 
several  centuries  are  anything  to  go 
by,  leaving  men  in  charge  of  health 
and  reproductive  services  bodes  dis- 
tinctly ill  for  the  future.  My  sister's 
attitude  to  science  is  coincident  with 
an  old  remark  of  Germaine  Greer's, 
namely,  that  if  there  were  more 
women  in  science  we  might  become 
lousy  n  going  to  t;  e  moon  but  "we'd 
be  a  v.   ully  good  at  curing  cholera 
and  things  like  th 

"All  propaganda  t:  >  the  contrary," 
Barbara  explains,  "s  a  male 

institution.  It  is  double-X  from  top 
to  tail."  It's  driven  by  ego  more  than 
by  altruism,  she  thinks,  and  it  has  no 
real  use  for  women  apart  from  their 
experimental  and  mop-up  value.  For 
every  Marie  Sklodowska  (that  is, 


Curie)  who  comes  down  the  pike,  for 
every  genetics  genius  like  Barbara 
McClintock  or  Mary  Claire  King, 
there  are  30  or  40  maids-of-all-work: 
chart  maintainers,  test-tube  swish- 
ers,  gofers,  nurses,  receptionists, 
staff.  The  Nobel  could  never  be  won 
without  them,  but  they  have  a  way  of 
disappearing,  of  fading  into  the 
woodwork,  whenever  the  Scientist — 
the  Doctor,  the  Great  Man  him- 
self— proceeds    in    state    to    the 


Secretarial  School  in  New  York  City, 
one  of  those  war-time  gals  who  wait-1 
ed  for  their  boyfriends  beneath  the 
clock  at  the  Biltmore  and  got  mar- 
ried as  soon  as  she'd  typed  the  final 
"a...s...d...f. ..j...k...l...semi"  on 
her  Gibbs  exam. 

"Don't  do  what  I  did,"  she  pleaded 
with  my  sisters.  "Learn  a  task/ 
Become  a  prostitute.  Anything  bul 
shorthand!" 

So  Barbara  couldn't  type,  but  she 


patient's  bed,  trailed  by  his  dozens  of     could  waitress,  and  she  did,  for  sev- 


reverential  students,  taps  his  fore- 
head, snaps  his  fingers  and  says, 
"Excellent.  See  you  tomorrow," 
before  rushing  off  to  dinner  or  to 
collect  his  prize.  The  women  of  sci- 


The  women  of  science  are  the 
unsung  heroes  of  research 


eral  years  until  she  married.  Her  five- 
year  union  with  a  Boston  thug  (and 
there's  no  worse  kind)  left  her  con- 
vinced, with  the  help  of  the  Thug's 
doctors,  that  she  had  "narcolepsy' 
instead  of  depression.  A  divorcee 
a  breakdown,  and  a  long,  long 
rest  ultimately  led  to  "night, 
courses"  at  a  women's  college  run 
by  nuns  and  the  sudden  discov-' 
ery — like  Helen  Keller  at  the 
water-well — that  she  was  giftec 
with  a  scientific  brain,  a  facility 
and  medicine,  though  mOSt  of      for  numbers,  codes  and  formulas 

and  a  tolerance  for  the  indeci-il 
pherable  claptrap  of  "the  experts''] 
equaled  only  by  her  patience  as 
child  in  eating  anything  m)| 
mother  served  for  dinner.  W(| 
used  to  say  that  Barbara  had  < 
mouth  lined  with  cellophane.  Wtj 
had  no  idea  that  her  docility  was 
actually  shrewdness,  and  that  hex 


them,  unlike  my  sister, 

haven  t  made  testicles  their 

personal  target. 

life  to  the  age  of  30  was  only 
ence   are   the   unsung  heroes   of     preparation  for  her  retributive  leapd 
research  and  medicine,  though  most      scissors  in  hand,  into  the  world  o:j 
of  them,  unlike  my  sister,  haven't 
made  testicles  their  personal  target. 

As  children,  none  of  us  could  have 
guessed  where  Barbara  might  end 
up,  or  how.  We're  a  various  bunch, 
completely  American  and  with  no 
professional  or  dynastic  pedigree. 
Barbara  was  always  an  anomaly, 
"vague,"  we  said,  "the  gray  sheep"  of  happens,  for  a  man  to  surrender  hi; 
the  family,  quiet  and  unassuming  testicles,"  Barbara  says, 
and  just  biding  her  time  until  she  Such  as? 

reached  18  and  could  leave  the  house.  "Well,  treatment  for  cancer,  fo: 

My  mother's  only  directive  to  her  one.  Prostate  cancer.  Testicular  can- 
daughters  when  it  came  to  their  cer.  But  you  ought  to  hear  thei: 
careers  was  that  they  never,  never  shrieks  and  screams!  They'd  rathe: 
learn  how  to  type.  Knowing  how  to  die,  literally,  than  lose  their., 
type  had  ruined  her  life,  she  said,  things."  She's  a  bit  squeamish  still 
She's  a  graduate  of  Katherine  Gibbs      but  only  in  the  vernacular. 


the  duct  and  the  glands.  She  hi 
adamant  when  she  says  that  women 
must  no  longer  carry  the  burden  o:l 
contraception  by  themselves;  tha'J 
men  must  learn  that  they  are  "ca 
responsible — ha  ha!"  for  the  ruin  or 
the  planet. 

"There  are  good  reasons,  as  ii 
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'Here  are  millions  of  women 
undergoing  mastectomies  and  hys- 
terectomies and  clitoridectomies  all 
over  the  world  every  day,"  Barbara 
says,  "but  touch  a  man's  private 
parts...." 

She  pauses  to  collect  herself:  "It's 
the  same  kind  of  misplaced  ego  you 
find  in  all  those  yuppie  parents  look- 
ing for  'surrogate  mothers'  to  bear 
their  children — this  idea  that  a  child 


men  to  take  more  responsibility  for 
the  ultimate  destination  of  those 
impish  cells?  According  to  a  recent 
article  in  The  Washington  Post,  the 
field  of  contraceptive  research  is  in 
"full  retreat,"  strapped  for  funds,  of 
no  concern  to  affluent  women,  and 
facing  an  increasingly  vocal  right- 
wing  backlash  that  equates  contra- 
ception with  abortion  and  the  mur- 
der of  "babies."  It's  a  philosophy, 


is  only  worth  having  and  raising  if     backward  and  stupid,  that  wants 
it's  yours,  if  it's  got  your  genetic  code,      women  to  "protect  themselves"  by 


or  some  of  it,  anyway.  It's  this  idea  in 
America  that  infertility  is  a  tragedy 
rather  than  a  personal  disappoint- 
ment. Believe  me,  the  world  is  in  no 
great  need  of  my,  or  your,  or  any- 
body's child  in  particular." 

There's  a  sad  story  at  the  back 
of  my  sister's  words  that  I  hesi- 
tate to  reveal,  realizing  that  it 
colors  her  determination  with  a 
bitter  hue  and  might  even  be 
used  against  her  should  she  take 
her  point  too  far.  I  wasn't  sure  if  I 
ought  to  mention  it  in  a  column 
that  strives  to  be  lighthearted, 
but  I  asked  her  if  she'd  mind  and 
she  said  no,  so  long  as  I  didn't 
talk  about  the  monkeys  at  the  lab 
(so  I  won't).  After  her  divorce, 
during  a  bitter  custody  battle 
involving  threats,  intimidation, 
psychiatrists  and  wads  of  cash, 
the  Thug  walked  off  with  their  two 
children — vanished  into  thin  air,  as  a 
matter  of  fact,  never  to  be  seen  again. 
Any  of  them.  That  was  15  years  ago, 
and  I  wouldn't  deny  that  the  abduc- 
tion of  her  daughters  might  have  its 
own  bearing  on  my  sister's  chosen 
career.  We  don't  ask  her  about  it,  or 
talk  about  it  much.  I  only  want  to  say 
that  her  adjustment  to  this  (very  real) 
tragedy  has  not  been  cosmetic.  She 
has  "come  to  terms  with  it,"  as  the 
saying  is.  She's  married  again,  quite 
happily,  and  apart  from  a  certain  ner- 
vous way  of  smoking — which  she 
only  does,  I  hasten  to  add,  when  she 
is  nervous — and  th  occasional  far- 
>ok,  you'd  n  :r  know  how 
dy  her  life  had  been  blighted. 
0  what's  new  in  the  war?  I  ask 
over  a  plate  of  my  mother's 
is  cookies.  How  can  we  get 


themselves  while  conspiring  to 
deprive  them  (the  poor  ones,  anyway, 
in  vast  numbers  around  the  world)  of 
the  means  to  do  it.  Not  surprisingly, 
America's  pharmaceutical  giants  are 


With  a  beeper  and  a  bucket  of  ice, 

my  sister  and  a  staff  of 20  are 
looking  for  new  and  innovative 


ways 
where  it  starts 


to  stop  conception 


In  the  penis." 


"wary  of  [the]  negative  political  cli- 
mate," according  to  the  Post: 
"Embroilment  with  the  abortion 
issue  is  seen  as  a  potential  threat  to 
corporate  image  and  sales  of  other 
products,"  and  only  one  company 
(Ortho  Pharmaceuticals,  a  subsidiary 
of  Johnson  6c  Johnson)  has  carried 
on  with  the  fight:  in  i960,  the  Post 
reports,  there  were  13  companies 
working  on  the  problem. 

"It's  better  in  Europe,"  my  sister 
sighs,  "and  in  Asia,  but  not  a  lot." 
She  hands  me  a  folder  of  press  clip- 
pings that  seem  to  have  come 
straight  from  the  imagination  of 
Stanley  Kubrick  or  the  Marquis  de 
Sade.  A  new  type  of  condom  has 
apparently  been  patented  with  a  hid- 
den microchip  that  rings  a  bell  if  it 
falls  off  during  coitus  (the  scientists' 
preferred  word  for  you-know-what). 


Someone  in  Germany  has  recentl 
taken  this  novelty  a  step  further  an 
hopes  to  market  a  line  of  rubbers  tha 
play  Beethoven  and  Mozart  in  per 
ilous  situations.  Serums,  vaccine 
and  a  variety  of  implants  are  all  bein 
tested,  including  one  small  device 
"the  size  of  a  peppercorn,"  that  fit 
inside  the  scrotum  and  electrocute 
sperm  at  the  moment  of  ejaculation 
"Critics  of  the  implant  warn  tha 
interactions  with  electric  blanket! 
portable  telephones  or  stereos  shoul 
be  examined,"  says  the  clip  I  havj 
and  I  don't  doubt  they're  right  t 
worry.  In  England,  Proteus  Interna 
tional  has  been  looking  at  a  sperm 
killing  chemical,  already  used  on  ani 
mals,  that  might  eventuall 
prove  effective  as  a  pill — th 
"Pill" — for  men.  "It  also  shrinl* 
the  testicles,"  insiders  revea 
"but  arguably  it  is  better  to  hav 
shrunken  testicles  than  no  testi 
cles  at  all." 

Just  ask  my  sister.  Last  Jul' 
the  director  of  her  project  calk 
his  staff  together — two  womer 
remember,  and  18  men — t 
request  that  they  "tighten  the 
belts."  These  were  his  ver 
words.  With  the  students  aw; 
for  the  summer,  he  said,  thei< 
was  "a  sperm  shortage"  at  th 
lab;  normally  the  young  men  0 
campus  get  $15  or  $20  a  pop  to  pre 
duce  the  goods  in  a  test  tube. 

My  sister's  mouth  dropped  opei 
"A  sperm  shortage!"  she  exclaimei 
while  18  men  stared  back  at  her,  am 
her  lone  female  colleague  sat  an> 
iously  by  her  side. 

"A  sperm  shortage?"  she  sai 
again.  "Well,  what's  the  matter  wit 
all  of  you?"  She  had  never  seen  s 
many  scandalized  faces  at  one  tab! 
she  told  me  later,  not  even  when  w 
were  kids  and  she  was  the  only  or 
who  would  eat  the  salmon  croquetti 
without  a  fuss.  I  offer  this  column ; 
a  tribute  to  her  work  and  in  memoi 
of  those  days,  when  we  all  thougl 
she  was  "passive"  but  in  fact  she  w; 
thinking  of  the  future.  • 


Peter  Kurth  is  a  writer  living ; 
New  York  City . 
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As  a  college  student  in  Southern  California,  nearly  20  years 
ago,  I  would  often  go  barefoot  for  weeks  at  a  time — so  fair  was  the 
weather,  so  free  was  the  spirit.  This  is  why  I  overreacted  when  my 
wallet  was  stolen  the  other  day.  Bear  with  me. 

I  know  who  the  thief  was  but  can  picture  him  only  vaguely.  It 
was  the  mid-afternoon  doldrums  at  my  gym,  and  not  counting  the 


"fitness  assistants,"  he  and  I  were 
there  alone.  He  grappled  ineffective- 
ly with  the  free  weights  while  I 
wheezed  on  the  Lifecycle.  I  hadn't 
seen  him  before;  as  it  transpired,  hed 
been  admitted  to  the  gym  on  a  guest 
pass.  I  barely  noticed  when  he  was 
gone. 

Soon  enough  I  grew  tired,  and 
after  a  few  grunting  situps  went  back 
to  the  locker  room  and  undressed.  I 


Mr.  Sisyphus 


In  which  our  writer  is 

deprived  of  his 

wallet — and  his  grip 

on  life 


By  Andrew  Ferguson 


fished  my  locker  key  from  the  pocket 
of  my  shorts.  I  slid  the  key  in  the 
lock,  but  the  door  popped  open 
before  I  could  turn  it. 

A  locker  room  is  like  a  second 
home.  Here,  after  all,  is  where  you 
walk  around  naked,  disheveled  and 
unsightly  without  embarrassment, 
where  bodily  processes  can  proceed 
uncensored,  with  a  kind  of  ungirdled 
pleasure  known  nowhere  else.  In 
such  a  setting  criminal  acts  are  as 
unthinkable  as  gunfire  at  a  poetry 
reading,  or  a  poem  at  an  NRA  meet- 
ing. So  I  felt  slightly  dizzy  when  I 
noticed  the  cutting  marks  on  the  side 
of  the  locker  door,  and  more  so  when 
I  scooped  up  my  trousers  and  saw 
that  my  wallet  was  missing  from  the 
back  pocket. 

I  stood  naked — literally  and 
metaphorically.  At  that  moment 
Guy,  one  of  the  gym  attendants, 
walked  in  with  a  gym  regular  I'll  call 
Hogan,  a  hunk  who  might  have  been 
chiseled  from  the  same  block  of  mar- 
ble as  Michelangelo's  David,  and  by 
the  same  hands.  Hogan  began 
undressing  immediately,  in  front  of 
the  mirror,  as  is  his  wont.  He  spends 


a  great  deal  of  time  naked,  I've 
noticed,  by  way  of  making  the  rest  of 
us  feel  inadequate. 

When  I  told  Guy  what  had  hap- 
pened he  became  all  business.  "I'll 
get  my  clipboard,"  he  said  decisively^ 
and  disappeared. 

Hogan  drew  up  beside  me  to  sur- 
vey the  locker.  With  some  annoy- 
ance I   noted  that  even  in  this 
moment  of  crisis  I  tried  to  suck  in| 
my  belly.  I  had  spent  a  great  deal  of 
time  in  Hogan's  presence,  during 
which  I  had  heard  him  utter  onl 
three  words.  Two  of  them  he  repeat 
ed  for  me  now. 

"F — ,  man!"  he  said. 

I  didn't  know  what  to  say.  "I'll 
say,"  I  said. 

His  pectorals  were  twitching 
impressively.  "I  mean,  f — ,  man!" 

We  continued  this  conversation 
until  Guy  returned  with  his  clip- 
board. On  it  was  an  official  "Incident 
Report."  He  sat  on  a  bench  and 
asked  me  to  list  the  contents  of  my 
wallet. 

Men  seldom  have  to  do  this 
though  I  would  commend  it  to  yo 
now.  As  I  began  cataloguing,  th 
enormity  of  what  had  happened 
dawned  on  me.  "Cash?"  said  Guy.  1 
had  already  made  a  calculation] 
about  30  bucks,  which  I  could  livftj 
without.  "Credit  cards?"  Credi 
cards!  Inexplicably  I  hadn't  consid 
ered  them,  but  suddenly  I  imaginec 
a  string  of  phone  calls  stretching  ou'. 
for  days,  haggling  with  bank  bureau-' 
crats,  oil  company  functionaries 
doltish  accountants  from  departmen' 

stores "Driver's  license?"  Tha' 

too!  Other  lines  appeared  in  m) 
mind's  eye,  snaking  through  th 
DMV,  with  stacks  of  forms  to  b< 
filled  out,  the  smirks  of  statr 
employees 

It  went  on  for  several  minutes 
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HICKEY-FREEMAN 


A  PRIVATE  COLLECTION 


Tapestries 

derived  from  a  formidable  aesthetic 
vision  and  exquisite  execution.  Tailored  clothing  by 

HICKEY-FREEMAN,  the  essence 
of  the  art  of  TAPESTRY. 


For  the  name  of  your  nearest  Hickey-Freeman  retailer,  please  call  (800)  295-2000. 


Reward  Yourself., 

'ease  or  purchase  information  and  nearest  dealer,  call  (800)  2  37-65  57. 
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SCOTTSDALE,  AZ 

Max  of  Switzerland 

BEVERLY  HILLS,  CA 

Rolls-Royce  of  Beverly  Hills 

MONTEREY,  CA 

Boulevard  Communications 


cW?0RT  BEACH,  CA 
'v.wport  Auto  Center 

PASADENA, CA 

Rusnak/Pasadena 

RANCHO  MIRAGE,  CA 

Fred  Smith's  LTD. 


SACRAMENTO,  CA 

Chuck  Swift  Sales  &  Leasing 

SAN  DIEGO,  CA 

Comes  Motors 

SAN  FRANCISCO,  CA 

British  Motor  Cars  Distrib.,  Inc. 


THOUSAND  OAKS,  CA 

Nesen  Motor  Car  Company,  Inc. 

HONOLULU,  HI 

Cutter  Motor  Cars,  Inc. 

LAS  VEGAS,  NV 

Chaisson  Motor  Cars 
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PORTLAND,  OR 

Monte  Shelton  Motor  Comp 

BELLEVUE,  WA 

Barrier  Motors,  Inc. 
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The  longer  I  thought,  the  more  I 
emembered:  the  expense  account 
eceipts  that  would  now  go  unreim- 
mrsed,  the  $40  subway  fare  card,  an 
incashed  check  for  S400  from  a  pub- 
isher,  more  credit  cards  and  my 
VTM  card,  a  list  of  potential  pre- 
ents  for  my  wife's  birthday,  family 
)hotos,  the  library  card... my  Block- 
>uster  video  card!  Even  now  the  thief 
ould  be  renting  mounds  of  Stallone 
ideos  never  to  be  returned... at  a  re- 
>lacement  cost  of  how  much — 
80? — a  cassette. 

Hundreds  of  dollars  for  Sylvester 
itallone;  my  panic  melted  into 
lepression,  damp  and  bleak.  Guy 
sked  me  to  sign  the  Incident  Report 
nd  left  to  call  the  cops.  Towel  in 
and  I  went  to  the  showers.  How  is 
:  that  with  the  filching  of  a  single 
tbject  one  man  could  disrupt  so 
omprehensively  the  life  of  another? 
^.s  I  lumbered  into  the  shower  stall  I 
membered  a  scene  from  Breaking 
Iway,  the  bicvcling  movie,  in  which 
he  father  consoles  his  heartbroken 
on.  "Come  on,"  he  says  (if  I  remem- 
ered  correctly),  "it  can't  be  that  bad. 
t's  not  like  you  lost  your  wallet." 

What  could  be  worse?  At  the 
noment  I  couldn't  think  of  anything 
rorse,  and  it  was  then,  with  the 
/ater  coursing  down,  that  I  remem- 
ered  my  barefoot  life.  It  was  the 
irst  genuine  nostalgia  I  had  felt  in 
ears.  In  those  days  I  not  only  went 
without  shoes  but  without  a  wallet. 
Vhat  little  money  I  had  fit  folded  in 
ay  pocket.  I  didn't  own  a  car,  so  why 
any  a  driver's  license?  No  bank  was 
tupid  enough  to  give  me  a  credit 
ard;  ATMs  had  yet  to  be  invented, 
.acking  steady  work  I  collected  nei- 
ler  receipts  nor  checks.  The  back- 
ack  I  carried  with  me  everywhere 
as  weighed  down  only  by  the 
:hoolbooks  of  the  moment,  a  hand- 
1  of  prophylactics,  and  a  dog-eared 
dition  of  Walden,  at  the  time  my 
ible. 

Condoms  and  Henry  David 
horeau:  these  I  thought  offered  all 
le  protection  a  man  would  need 
gainst  the  knockabouts  of  life.  In 
s  book,  Thoreau  famously  lists  his 
•xpenses  for  a  year.  Clothes,  food, 


How  is  it  that  with  the  filching  of  a  single  object,  one  man 
could  disrupt  so  comprehensively  the  life  of  another? 


shelter,  heating  oil  come  to  $61.99. 
Standing  motionless  in  the  shower, 
calculating  my  credit  limits  on  my 
VISA  and  retail  charge  cards,  I  fig- 
ured I  was  exposed  to  losses  a  hun- 
dred times  that  amount.  Over  the 
years  I  had  come  to  dismiss  Thoreau 
as  a  woozy  romantic,  a  fantasy  figure 
for  the  barefooted,  backpack-saddled 
young.  Meanwhile,  I  had  been 
accruing  a  web  of  attachments  and 
obligations  whose  bonding  power 
was  only  now  apparent.  They  had 
formed  their  nexus  in  the  most 
unlikely  of  places,  that  folded  clump 
of  leather  in  my  back  pocket.  With 
my  wallet  gone,  I  vowed  in  the  show- 
er, my  sticky  multitude  of  obligations 
would  vanish  too. 

It  was,  of  course,  a  silly  vow,  this 
Thoreauvian  resolve  to  simplify  my 
life.  It  took  days  to  dissipate  never- 
theless. My  wife  bought  me  a  new 
wallet.  I  refused  to  carry  it.  But  then 
replacement  credit  cards  began 
appearing  in  the  mail;  I  started  col- 
lecting receipts  again;  there  were 
videos  to  rent,  library  books  to  read. 
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The  old  attachments  returned  to  me 
like  iron  shavings  to  a  magnet.  And 
before  long  I  was  back  where  I  start- 
ed, slightly  disoriented,  patting  my 
back  pocket  from  one  moment  to 
the  next,  to  feel  the  thickening 
bulge. 

I've  enjoyed  one  consolation, 
however.  My  thief,  it  turned  out,  had 
left  the  gym  and  walked  at  once  to  a 
department  store,  where  within  min- 
utes he  charged  $450  to  my  VISA. 
He  bought  a  leather  coat  for  $330 
and,  I  am  delighted  to  report,  a  wal- 
let for  $120.  Doubtless  the  fellow  fan- 
cies himself  a  footloose  character, 
sliding  untouched  through  this 
clinging  world,  free  of  attachments 
and  obligations,  a  Transcendentalist 
with  a  taste  for  larceny.  His  little  fan- 
tasy is  at  an  end.  I  am  confident  that 
sooner  or  later  he  will  feel  the  sting 
of  justice,  for  today  he  is  a  man  with 
a  wallet,  bound  to  a  manacle  more 
stubborn  than  any  made  of  iron.  • 

Andrew  Ferguson  is  a  senior 
writer  at  Washingtonian  Magazine. 

FORBES  23 


riming;  r^Se 

PREMISES 
PROTECTED    BY 


Let  me  tell  you  a  little  horror  story.  A  couple  of  years  ago 

mid-level  manager — let's  call  him  Frank — was  hired  by  a  fast-l 

paced  Boston  computer  company.  Frank  seemed  qualified  for  the 

job  and  eager  to  work  the  high-stress  hours  the  start-up  firrr 

required.  After  a  few  months,  however,  fellow  employees  began  tcj 

wonder  if  Frank  might  be  just  one  sandwich  short  of  a  picnic.  Firsl 

there  were  furious  outbursts  and 
threats.  When  a  female  co-worker 
turned  him  down  for  a  date,  he  start- 


anu  eve 

Security 


BY  JAMES    FOX 


Keeping  the  homicidal 
employee  at  bay 
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ed  parking  outside  her  house  at 
night.  Recently  Frank  handed  his 
boss  a  long,  angry,  rambling 
memo — re:  why  I  deserve  a  better 
parking  space.  Today,  people  in  the 
office  are  scared  having  Frank 
around,  including  his  supervisors, 
and  everyone  would  like  to  see  him 
disappear.  But  they're 
more  afraid  of  firing  him. 
They're  afraid  of  what  he 
might  do — the  "Problem 
Child  Syndrome"  so 
common  in  today's  cor- 
porate world. 
Chances  are  that  if  Frank  were 
dismissed,  he'd  simply  go  on  to 
another  company.  Then  again, 
chances  are  he  might  be  back,  literal- 
ly, with  a  vengeance.  While  CEOs 
have  their  hands  full  with  personnel 
headaches  like  family  leave  and 
health  care,  there  is  one  management 
question  that  too  often  goes  unad- 
dressed:  how  safe  are  employees 
from  deadly  workplace  violence?  Not 
just  from  an  unstable  employee,  but 
from  any  direction. 

Item:  in  1993,  a  man  with  a 
grudge  against  a  San  Francisco  law 
firm  calmly  walked  into  the  firm's 
offices  with  a  sack  full  of  high-pow- 
ered weapons  and  opened  fire.  Eight 
people  were  killed  in  the  shooting 
spree,  six  others  were  wounded. 

Item:  in  1992,  in  Watkins  Glen, 
New  York,  a  man  angered  by  at- 
tempts to  collect  back  child  support 
entered  the  county  offices  with  a  pis- 
tol and  killed  four  employees. 

Item:  last  November,  a  gunman 
entered  police  headquarters  in  Wash- 
ington, D.C.,  and  opened  fire  with  a 
semiautomatic  rifle,  killing  three 
people,  including  two  FBI  agents. 

FYI 


All  of  these  killings  occurred  ir 
offices  where  personnel  felt  safe 
They  weren't.  And  as  an  employer 
you  should  be  thinking  about  twc 
basic  areas  when  it  comes  to  offia 
security:  how  to  avoid  hiring  peopl( 
who  may  be  potentially  violent;  ano 
how  to  restrict  access  from  outsiders 

First,  let's  look  at  a  profile  we  pu 
together  while  I  was  at  the  FBI  o 
the  guy  most  likely  to  enter  youj 
building  with  a  grudge  and  a  loadec 
gun.  (I  use  "guy"  deliberately;  a  vasi 
majority  of  these  killings  are  carriec 
out  by  men): 

He  is  male,  35  years  or  older  wit! 
a  drug  or  alcohol  problem.  He  is  ; 
gun  buff,  often  described  as  a  loner 
or  withdrawn,  and  while  he  lives  for 
his  job,  he's  paranoid  that  people  anr 
doing  him  wrong. 

He  often  files  grievances  with  thi 
company  or  his  union  over  the  mos 
trivial  matters,  and  many  killers  keep 
diaries  detailing  what  they  believe  t«l 
be  abuse.  (Police  have  also  founc 
after  office  shooting  sprees  that  thes> 
men  often  kept  vast  newspaper  filed 
about  other  killers  who  have  takei 
matters  into  their  own  hands). 

The  potential  shooter  may  b 
experiencing  what  the  FBI  calls  th 
"I  love  you/I  hate  you  syndrome, 
toward  a  female  co-worker  wit! 
whom  he  has  a  misdirected  ami 
unrequited  romantic  affectionr 
(These  killers  generally  disliki 
women  in  positions  of  authority,  am 
shooting  victims  are  often  female) 
Or  perhaps  he's  a  zealot.  The  abor 
tion  issue,  for  example,  is  believed  | 
have  set  off  John  Salvi,  the  man  wb 
allegedly  killed  two  abortion  clini 
workers  in  Brookline,  Massachusett 
last  December. 

He  often  will  have  bragged  open 
ly  about  what  he  intends  to  do.  "Lei 
me  in  to  the  computer  system  an 
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ien  people  asl?  me  wr 
distinguishes  the  Royal  Viking  Sun  rrom 

other  ships,  I  tell  them  it  s  simply  our 
attention  to  detail.  Details  like  knowing 

what  passengers  need  oelore  they 

ask  ror  it.  Or  recognizing  that  seasoned 

travelers  such  as  ours  appreciate  more 

imaginative  itineraries  and  the  specialness 

oi  single-seating  dining.  Or  having 

an  impromptu  entertainment  program 

that  literally  lights  up  the  skies. 
Perhaps  this  is  why  we've  keen  rated  the 

world's  nest  ship.teur  years  running. 
Another  detail.  One  that  I  happen  to  he 
particularly  proud  or. 

You  won't  rind  people  like  Hotel  Director 

Peter  Einleld  on  any  other  cruise  line. 

Which  is  why  no  other  cruise  line  can  give 

you  the  experience  or  Cunard. 

Experience  the  world's  largest 

Five-Star-Plus  rleet,  Cunard  Royal  Viking. 

The  Royal  Viking  Sun,  Sagarjord, 

Vistatjord  and  Sea  Goddess. 
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There's  a  Cunard  cruise  for  every  lifestyle.  For  more  information 

or  reservations  on  any  of  Cunard's  fine  ships, 

see  your  travel  agent  or  call  Cunard  for  a  complimentary  brochure. 

1-800-221-8200 
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this  company  out  of  busi- 

3S,"  he'll  be  heard  saying.  Or, 
"Give  me  ten  minutes  with  that  guy 
and  I'll  straighten  the  bastard  out." 

He  will  act  alone,  as  90%  of  these 
men  do,  and  there  is  a  one-in-four 
chance  he  will  kill  himself  after  tak- 
ing as  many  innocent  people  with 
him  as  he  can.  Unfortunately,  no  one 
knows  what  will  push  him  over  the 
edge,  but  he  will  most  likely  snap  in 
the  wake  of  a  crisis,  such  as  a  death 
in  the  family,  a  divorce,  a  health  or 
financial  setback,  or  being  fired. 

In  an  open  society  there  is  a  limit 
to  what  you  can  find  out  about  a 
potential  employee's  stability.  But 
here  are  some  suggestions  I  think 
you  should  consider  to  head  oil  trou- 
ble, or  at  least  contain  it: 

Background      Checks: 
Without  a  central,  available,  nation- 
wide repository  of  criminal  data,  it's 
impossible  to  zero  in  on  all  of  a  job 
candidate's  possible  prior  convic- 
tions. If  the  candidate  signs  a  release 
you  can  check  records  in  the  state  in 
which  he's  applying  for  the  job.  But 
California  records,  say,  won't  turn 
up  trouble  he  might  have  had  in 
West  Virginia.  The  candidate's 
signed  waiver  allowing  you  to  con- 
duct a  private  investigation  may  still 
highlight  some  blips  on  the  screen, 
however.  I  know  of  one  company  that 
recently  talked  to  neighbors  of  a  job 
candidate.  He  turned  out  to  be  a  gun 
nut  who  terrified  everyone.  The  man 
also  had  two  disorderly  conduct  con- 
victions. His  job  search  is  currently 
continuing. 

Fitness  For  Duty  Testing:  If 
you're  getting  reports  that  an 
employee  is  exhibiting  strange 
behavior,  you  can  insist  on  an 
exhaustive  psychological  test  given 
by  a  number  of  reputable  firms.  It 
may  just  uncover  traces  of  what 
behavioral  scientists  call  the  Trilogy 
of  Terror,  common  to  serial  killers:  as 
children,  they  were  fascinated  with 
matches  and  fire;  they  were  bedwet- 
ters  until  10  or  12  years  old;  they  mis- 
treated small  animals. 

Employee  Assistance  Pro- 
grants  (EAP):  I'd  saj  hat  almost 
all  large  corporations         e  imple- 
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mented  this  program.  So  have  many 
mid-size  and  some  small  employers. 
EAP  arranges  for  substance  abuse 
treatment  and  psychological  aid, 
hopefully  treating  trouble  before  it 
leads  to  a  company  catastrophe.  I 
think  it's  a  great  idea,  and  in  the  long 
run,  a  sound  investment. 

Attitude  And  Climate  Sur- 
veys: This  is  a  fancy  name  for  lis- 
tening to  employees'  gripes,  and  it's 
becoming  increasingly  popular. 
When  an  employee  comes  up  for 
annual  review,  supervisors  ask  him 
what  he  believes  is  working  and  what 
isn't  within  the  company.  He's  asked 
to  describe  what's  good  and  bad 
about  his  job.  This  gives  employees  a 
chance  to  vent,  to  feel  they've  been 

He  will  act  alone,  as  90% 
of  these  men  do,  and  there  is  a 

one-in-four  chance  that 

he  will  kill  himself  after  he's 

taken  as  many  innocent  people 

with  him  as  he  can. 

listened  to,  and  are  being  treated 
fairly,  especially  when  their  sugges- 
tions are  adopted.  It  shows  that  the 
company  values  their  opinions — and 
the  firm  often  gets  some  good  feed- 
back in  the  bargain. 

Random  Drug  Testing:  I'm 
perhaps  in  the  minority  on  this  issue, 
but  I  believe  it's  essential.  Yes,  it's 
intrusive.  Then  again,  I've  seen  it 
work  effectively  many  times.  Work- 
ers enter  employee  assistance  pro- 
grams more  quickly  and  that  reduces 
their  danger  to  others.  CEOs  who 
have  adopted  testing  programs  rave 
about  the  positive  results! 

But  what  about  the  man  with  the 
Smith  &  Wesson  .38  who's  outside 
trying  to  get  in?  There  are  some  dis- 
creet measures  you  can  take  without 
turning  your  office  into  Fort  Apache. 

Let's  say  your  company  occupies 
one  floor  of  a  36-story  high  rise. 
Security  costs  are  shaped  by  building 
tenants,  up  to  millions  of  dollars  a 
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year  total.  Building  staff  provide 
perimeter  security  for  areas  like  thi 
parking  garage  and  the  lobb- 
entrances,  and  you  may  need  to  worl 
with  them  to  see  that  those  measure  ; 
meet  your  demands.  Once  someom 
steps  off  the  elevator  on  to  your  flooi 
however,  the  security  responsibilitie 
are  yours.  Expect  to  spend  up  t< 
$250,000  for  your  own  system. 

Electronic  Identificatioi 
Badges:  It's  my  view  that  autho 
rized  personnel  should  be  issued 
coded  badge  that  allows  them  inti 
the  building.  (Many  New  York  com 
panies  have  already  implementec 
this  measure.)  This  badge  shouli 
also  clear  employees  into  the  actua 
office  area.   (Some  governmen 
offices  have  installed  devices  tha  - 
read  thumbprints,  and  one  is  exper   ■ 
imenting  with  a  scanner  that  read 
individual  eyeballs.)  As  for  visitor1  ; 
to  your  offices,  each  should  bl* 
cleared  by  phone  from  the  lobb) 
and  should  not  simply  be  allowe«. 
to  wander  upstairs.  I  don't  placi  ■ 
much  faith  in  sign-in  logs,  but  fhei 
are  better  than  nothing. 

Clandestine  Cameras: 
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When  you  sign  on  as  high-rise  teni 
ant,  the  building's  security  forci 
may  tell  you  up  front  that  there  an 
hidden  cameras  all  over  the  building 
including  your  floor,  and  that  the 
aren't  going  to  tell  where  they  ard 
That's  okay,  you  can  live  with  it.  ( 
believe  surveillance  cameras  migr. 
have  thwarted  the  World  Trad. 
Center  bombings).  In  an  emergeno 
you  want  someone  watching.  (By  th 
way,  if  you  work  weekends  you'v 
noticed  that  only  one  elevator  is  usm 
ally  operational.  Smile — that's  thi  it\'B( 
one  with  the  hidden  camera). 

Receptionist's  Alarm:  Th: 
is  quite  useful  and  should  be  linke 
directly  to  building  security  or  th 
local  precinct.  (The  law  office  mas 
sacre  in  San  Francisco,  after  all,  lasl 
ed  15  minutes  before  police  arrived). 
Package  Checks:  Grantee 
mailbomb  incidents  are  less  frequer 
than  office  shooting  sprees — mainl 
because  pulling  a  trigger  is  simph 
than  building  a  bomb.  But  someor 
in  your  mailroom  should  be  traine 
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:   o  look  for  suspicious  packages.  A 
:    'ortable  X-ray  machine  is  a  good 

nvestment — they  cost  less  than 
)W(  10,000 — and  it's  the  best  way  to 
3a  pot  wires  and  batteries.  Your  mail- 
ma  oom  personnel  should  also  keep  the 
[flg    olice  canine  division's  phone  num- 

er  handy.  Dogs  are  still  the  best 

etectors  for  all  explosives. 
Security  Guards:  Posting  a 

uard  in  the  reception  area  is  expen- 

ive,  but  worth  it,  if  you're  in  a  high- 
sue;  isk  industry.  It  sends  the  message 
nil   hat  you're  serious  about  protecting 

our  people.  (The  reception  area 

•  hould  be  arranged  so  there  are  no 
ack  ways  into  the  office:  everyone 

:  asses  the  guard).  The  more  difficult 
uestion  is,  should  your  guard(s)  be 

•  rmed — the  "G  Question"?  Lots  of 
en   }EOs  just  don't  want  guns  on  the 

remises.  In  some  cases  that's  a  mis- 
ke.  They  can  be  armed,  discreetly. 
Vhat's  worse  is  the  half-way  mea- 
jre  some  companies  prefer:  keeping 
uns  in  an  office  vault  for  an  emer- 
ency.  By  the  time  you  fiddle  with  a 
ombination  lock — under  extreme 
tress — an  intruder  may  already  have 

et3   illed  a  number  of  your  people. 

None  of  these  measures  is  fool- 
roof,  and  even  with  the  best  securi- 

ere  /,  tragedies  occur.  Take  last  year's 
looting  at  the  NBC  studios  in  New 
ork,  for  example.  NBC  knows  that 

evs  Jew  York  City  has  only  three  per- 

•  ent  of  the  nation's  workforce  but 
:es  12  percent  of  the  country's 
orkplace  killings.  So  when  a  man 

>rjj.   rith  a  gun  showed  up  at  the  studio 

rid  attempted  to  get  into  the  build- 

lg  at  Rockefeller  Center,  security 

ent  to  work.  The  intruder  killed 

ne  NBC  employee  as  he  tried  to 

oint  out  the  gunman  to  police,  but 

(!]   le  system  worked,  and  without  it  a 

,g    »t  more  lives  might  have  been  lost. 

It's  a  lesson  I  hope  they  remember 

fl   p  in  Boston  at  the  company  where 

rank  works  and  imagines  conspira- 

les  against  him.  Frank's  building 

as  no  security  whatsoever.  Anyone 

in  walk  right  in — including  Frank, 

fter  he's  been  let  go.  • 


-fltf 


sin? 


mes  Fox  is  the  former  director  of 
'wNeiv  York  office  of  the  FBI. 


The  perfect  cut 
comes  full  circle. 


introducing  the  new  Davidoff  Round  Cigar  Cutter  Practical  in  size. 
Elegant  in  aesign.  Precise  in  use.  How  precise?  Very 

The  Davidoff  Cutter  features  three  laser-sharpened  blades  offering 
the  perfect  clean  cut  for  any  cigar  ring  gauge.  And  an  exquisite 
pocket-watch  design  just  for  the  beauty  of  it 

Elegantly  plated  in  gold,  palladium  or 
lacquer.  Our  entire  collection  is  trimmed 
in  gold  and  exactingly  crafted  with  the 
same  attention  to  detail  that  goes 
into  every  Davidoff  item 

Trust  your  cigars  to  the  new 
Davidoff  Round  Cutter  The  only 
one  of  its  kind  in  the  world 


DAVIDOFF  OF  GENEVA  INC 

535  Madison  Avenue  at  54th  Street  New  York 

212751-9060  or  800-548-4623 

232  Via  Rodeo  Norm  Rodeo  Drive  Beverly  Hills 

310-278-8884  or  800-328-0039 

For  those  who  are  obsessed  with  quality 


Shown  Diacut 
Paiiooium  Potent 
penomg  Collection 
S245  00-S30000 
Foo  chom  solo  separately 
For  catalogue  oroers 
caiM-800-328-4365 


GENEVA,  ZURICH.  LONDON,  AMSTERDAM.  BRUSSELS,  PARIS.  FRANKFURT,  HONG  KONG  SINGAPORE 
BANGKOK.  KUALA  LUMPUR.  TOKYO.  MONTREAL,  TORONTO.  NEW  YORK.  BEVERLY  HILLS 


PLUNGING  THE  KNIFE 

DEEPER,  SHE  GAVE  IT  A  LITTLE  TWIST. 

"And  your  hair,  do  you  dye  it,  or  was  it  that  colour  when  you  bought  it?"  His 
amorous  advances  deftly  skewered,  she  cast  her  eyes  upon  the  revellers.  And 
though  she  did  not  dislike  the  man,  thwarting  him  "for  his  own  good  "was  not  a 
task  she  found  particularly  irksome.  Not  at  the  gala  New  Year's  Eve  Ball. 
When  even  the  most  pointed  of  barbs  is  delivered  with  the  height  of  civility. 
It's  a  tradition  that  remains  as  legendary  as  Raffles  itself,  the  grand  old  dame  of 
the  East.  The  ideal  place  to  stay,  to  dine,  to  shop,  or  simply  to  sip  on  a  sling. 
Raffles  Hotel,  I  Beach  Road,  /^^j^v  Singapore  0718.  Tel  No. 
337I886.  Fax  No.  3397650.   ^iss^S^    Telex  No.  RS  39028  RHSIN. 

A   RAFFLES   INTERNATIONAL   HOTEL 


The    ability   to    scale    an 


18-INCH     VERTICAL,     WALL.     THE     ABILITY 


TO     FORD     TWO     FEET     OF     WATER 


THE     ABILITY     TO     MAKE     A     SEMI     THINK 


TWICE     ABOUT     CUTTING     YOU     OFF. 


It's  not  a  car.  It's  not  a  truck.  It's  not  another  4X4.  It's  a  Hummer.  A  vehicle  not  in  a  class,  but  a  universe  all  its  own  ^j 


A  Hummer  is  what  it  is.  A  wolf  in  wolf's  clothing.  A  vehicle  that  looks  the  way  it  does  because  of  whai 


it  was  designed  to  do.  With  its  16  inches  of  ground  clearance  (twice  that  of  any  4X4),  steep  approach  za  j^ 


departure  angles,  stable  72-inch  track  width,  and  unique  geared  hub  assembly,  a  Hummer  can  go  places  and  do 
things  that  would  be  impossible  for  any  other  vehicle.  A  street-legal  Hummer  can  climb  a  60%  gra 
Traverse  a  40%  side-slope.  Plow  through  three-foot  snowdrifts.  And  claw  its  way  across  even  the 


feefssi 


I 


:  'pest  sand.  With  its  unique  Central  Tire  Inflation  System,  you  can  even  inflate  and  deflate  all  four  tires  right  from 
driver's  seat  for  better  traction  in  varied  terrain.  Of  course,  a  Hummer  is  also  perfectly  capable  of  behaving  admir- 
■   y  within  the  confines  of  polite  society.  You'll  find  parallel  parking,  going  through  the  bank  drive-through,  and 


zipping  in  and  out  of  rush-hour  traffic  not  only  easy  but  a  blast.  In  fact,  the  only  problem 


you're  likely  to  run  into  in  town  is  working  your  way  through  the  crowds  that  invariably 


m  wherever  it's  parked.  For  more  information,  call  1-800-732-5493. 


The  thundering  roar  of  pounding  metal  went  a  long  wa- 
through  the  balmy  morning  breeze  around  Stockton  Bay,  Califor 
nia.  Far  enough  to  wake  the  local  citizenry,  many  of  whom  beat  th 
authorities  to  the  wreckage  down  by  the  water. 

A  freight  train  had  derailed  from  the  local  waterline  track,  spillinj 
a  few  cars  into  the  bay  and  piling  most  of  the  rest  on  the  grounc 


behind.  Rail  traffic  on  the  nearby 
double  mainline  wasn't  affected,  but 
there  was  still  plenty  to  clean  up. 
The  back  part  of  the  train  had  to  be 
unhitched  and  pulled  to  a  siding.  A 
salvage  team  went  to  work  on  the 
piles  of  lumber  thrown  from  a  busted 
car.  A  wrecking  crew  hauled  out  two 
pieces  of  heavy  machinery  to  clear 
the  track  of  scrap.  And  in  the  water, 
a  "hasty  team"  of  hazardous  materials 


Stressbusters 


Model  citizens:  they've 

been  workin'  on  the 

railroad 


By  Neal 


ELMANN 


workers  had  to  put  a  float  boom 
around  the  still  buoyant  oil  tank  car 
and  try  to  shut  its  leaking  valves 
before  the  bay's  fish  choked  to  death. 

"The  problem  was  a  split  rail,  at 
least  that's  what  they  suspect,"  says 
David  Trussell,  53,  publisher  of  the 
Greeley  (Colo.)  Tribune,  who,  as  the 
guiding  hand  behind  Stockton's 
HO-scale  rail  disaster,  really  ought 
to  know.  "The  crew  was  uninjured — 
very  fortunate,"  he  continues,  deliv- 
ering this  and  other  details  in  a  curi- 
ous deadpan.  "Everything  just  piled 
right  up  behind  them." 

Yes — model  railroaders  are  still 
around,  puttering  along  in  cluttered 
basements,  clawing  their  way 
through  dusty  hobby  shops, 
researching  old  lines,  planning  new 
layouts,  wiring  tracks,  constructing 
scenery,  tinkering,  tinkering,  and 
then  tinkering  some  more.  In  these 
days  of  cyberspace,  SIM  Cities  and 
everything  but  my  mother's  recipe 
book  on  interactive  disc,  it's  nice  to 
know  there  are  still  a  few  amateur 
industrialists  out  there  who  don't 
have  to  smack  a  computer  keyboard 
to  get  their  kicks. 

Quite  a  few,  in  fact:  271,000  seri- 


ous hobbyists,  according  to  a: 
admittedly  conservative  1993  esti 
mate  by  Model  Railroader  magazine 
That's  up  20%  in  a  decade.  But  i 
wasn't  always  thus.  "There  used  to  b 
a  stigma  attached  to  the  hobby,"  say 
Russ  Larson,  former  editor  and  na\ 
publisher.  "Back  in  the  1930s  the  atti 
tude  was,  'What  are  you  adults  doin 
playing  with  these  toys?'  One  of  th 
things  that  gave  the  hobby  credibilit 
was  the  historical  accuracy  of  th 
models,  the  recreating  of  history  i 
miniature.  That  theme  may  hav 
helped  the  transition." 

It's  a  theme  that  still  inspire; 
"Model  railroading  is  engrossing  an 
absorbing,  it  takes  me  to  anothe 
place,"  says  Bob  Boelter,  54,  a  Madi 
son,  Wisconsin,  ad  exec  who's  bee 
caught  up  in  the  hobby  since  the  lati 
1960s.  "It's  the  aesthetics  of  thi 
man-made  thing  that  railroads  am 
as  well  as  the  ability  to  recreate  ther 
in  miniature  and  actually  make  ther 
operate.  Just  fascinating.  Other  tha 
football,  I  really  haven't  found  any. 
thing  else  I  enjoy  going  home  to." 

Not  that  Mrs.  Boelter  could  bl 
that  bad,  either.  After  all,  she  let  h<i 
husband  turn  their  basement  into  th 
1,400-square-foot  O-scale  layout  he 
trying  to  finish  in  time  for  thi 
National  Model  Railroad  Assocb 
tion  (NMRA)  convention  to  be  hel 
in  Madison  in  1997.  Boelter  spend 
about  teh  hours  a  week  laying  tracl 
painting  backdrops  and  patient) 
constructing  scenery  that  ofte 
reaches  the  ceiling.  "We  tend  t 
model  what  we  know,"  he  says, 
cobbled  together  a  story  based  0 
some  nearby  lines  that  were  aba: 
doned  and  pretended  they  not  oni 
exist  but  are  thriving.  Actually,"  1" 
adds  with  a  laugh,  "they're  bicyc 
trails  now." 

In  another  basement,  dry  an 
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Is   there   any  reason  why  your 

demands  should  be   more   compact 

if  you  choose   a  compact  camera? 


Photo:    Walter   Vogel 


ft 


The    best    opportunities    often    occur  just    when   you    don't    have   your  photo    equipment 
with  you.    But   high   demands   and   compromises   don't  go   hand   in    hand.    That's   why   we 


i^  veloped  the  LEICA  mini  zoom.  Easy  to  operate,  with  autofocus  and  automatic  flash,  it  takes 
dividual  shots  just  as  happily  as  photo  series;  and  it  wouldn't  be  from  Leica  if  it  didn't  have 
LEICA  lens  which  can  master  any  snapshot  situation  with  supreme  optical  performance: 
e  LEICA  VARIO-ELMAR  35-70  mm.    •     Le  i  c  a  .    F  a  s  c  i  n  a  t  i  o  n    and    precision. 


Vtofocus  •  automatic  flash  •  individual  and  series  shots  •  LEICAVARIO-ELMAR  15-70mm  loom  lens. 
tic  a  Camera  Inc.,    156  Ludlow  Avenue,  Northvale,  New  Jersey  0  76-47.   Toll  Free  I- 8  00-2  22-01 18. 


JW  A   7X7® 


'ORES  E 


'ERE 


i-^. 
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SOME    SHOPPERS     WILL 


SCAN,   SCRUTINIZE  AND   LABEL 


HUNT  UNTIL  THEY  FIND  IT.  IT'S  LORO 


TASHANIAH<e> 
Super  ISO' s 


OF  YARN  TO  CREATE  A 


SINGLE  SUIT.  THAT'S  THE  SECRET  TO 


OUR  FABRIC'S  LIGHT  WEIGHT  YET  VER- 


PIANA'S  TASMANIAN®  AND  LESS  THAN  1%  OF  THE  WORLD'S  SATILE  PERFORMANCE.  ^  IT  EXPLAINS  WHY  SO  MANY  TOP 

WOOL  IS  GOOD  ENOUGH  TO  BE  USED  IN  ITS  CREATION.  DESIGNERS,  TAILORS,  AND  MANUFACTURERS  CHOOSE  FROM 

THE  SAXONY  MERINO  WOOL  THAT  IS  SELECTED  IS  THEN  OUR  MANY  PATTERNS-AND  REFUSE  TO  USE  ANY  OTHER 

WOVEN  ACCORDING  TO  OUR  CAREFULLY  GUARDED  MANU-  FABRIC.  IT  ALSO  EXPLAINS  WHY  SALESPEOPLE  WHO  CLAIM 

""TURING  TECHNIQUES.  ^|  THE  RESULT?  SUITS  THAT  TO  HAVE  "...JUST  AS  GOOD  AS  LORO  PIANA,  LOOK!",  MAY 

A  MERE  26.3  OZ.  OF  FABRIC.  FABRIC  THAT'S  WOVEN  BE  MET  WITH  A  RAISED  EYEBROW,  A  SKEPTICAL  LOOK 


T  TAKES  31.4  MILES 


AND  A  MAGNIFYING  GLASS. 


TALIAN        FABRIC 


SECRET        TO 


GREAT        SUIT 


in  the  Secret  at:  Neman  Marcus,  Bergdorf  Goodman  and 
naShop  46  East  61  Street  New  York,  NY  10021  212  980  7961 


lingy,  a  thousand  miles  away,  mem- 

lers  of  the  Queens  County  Model 

lailroad  Association  have  been 

lathering  every  Friday  night  since 

le  late  1940s  in  the  same  Long 

bland  City,  New  York,  apartment 

luilding.  Their  serpentine,  35-by-75~ 

pot  HO-scale  layout  is  a  sight — a 

liess,  actually,  at  least  to  the  uniniti- 

ted.  "We're  trying  to 

it  it  done  by  our  P.O. 

(ox  number — 2001," 

)kes  John  McCluskey, 

5,  a  civil  engineer  and 

lub  trustee,  pacing 

long  next  to  a  freight 

rain  as  it  rumbles  up 

ie  Hudson  River,  past 

bwn  after  town  of  half- 

lilt  buildings,  lamp-lit 

treets,  teeny  plastic 

^destrians  and  rolling 

laster  hillsides.  The 

tain  disappears  into  a 

ib-bench  work  lab- 

rinth  of  track,  rolls 

round,    then    heads 

>wn  the  river  again. 

[ars  are  everywhere,  on 

jie  tracks  and  off,  some 

liny,  some  purposely 

torn,   some   scuffed 

[ith  graffiti — typical 

few  York.  Every  20 

:conds  McCluskey  sticks  a  plug 

tto  an  outlet  on  the  bench  work  to 

:ep  the  voltage  flowing,  a  safety 

leek  feature  of  the  sophisticated — 

id  expensive — "command  control" 

htem  that  powers  the  layout. 

The  whrrr  of  the  engine,  the  flash 

the  headlights,  the  little  details  on 
ie  buildings  and  hills — it's  easy  to 
)preciate  the  fascination.  The  club's 
Impire  Valley  Line  is  a  real  railroad, 
Iter  all,  albeit  a  tiny  one.  Operating 

serious  business,  and  accidents  are 
[owned  upon.  A  club  inspection 
>mmittee  clears  each  car  before 
lowing  it  on  the  tracks,  with  strict 
ttention  paid  to  NMRA  regula- 
jons.  Says  McCluskey,  "We're 
linking  of  instituting  mandatory 

Jg  testing." 

HE   RAILROADING    HOBBY   IS   AS 

iried  and  sundry  as  cars  on  a  Mid- 


western freight  train.  There  are  the 
toy  train  lovers  who  run  Lionels  and 
other  "tinplates"  around  the  Christ- 
mas tree  on  clunky  three-rail  tracks. 
The  collectors  who  shell  out  big 
bucks  for  detailed  replicas  and  rari- 
ties. The  "rail  fans"  who  spend  week- 
ends chasing  the  real  things.  The 
"armchair  railroaders"  who'd  rather 


cars,  track  and  maybe  a  couple  of 
extras.  Add  scenery,  structures  and 
some  snazzy  equipment,  and  even  a 
small  layout  might  add  up  to  $700. 

Whether  you  end  up  replicating 
an  actual  line  or  just  letting  your 
imagination  roll,  it's  best  to  choose  a 
concept  and  stick  with  it.  Pick  a  time 
period  and  geographical  location, 


Shades  of  Gomez  Addams — newspaper  publisher  David  Trussell's  derailment  disaster. 


stay  indoors  and  read  about  them. 
The  backyard  engineers  who  build 
them  big  enough  to  ride.  And  for 
modelers,  there  are  all  those  scales: 
tiny  Zs  (1:220),  big  Gn3S  (1:22.5),  Ns, 
Ss,  Os,  and  the  ever-popular  HOs 
(1:87)  in  between.  Each  scale  has  its 
own  car  size,  track  gauge,  and — 
important — minimum  turning 
radius  for  curves  and  turnouts. 

If  you  find  your  dreams  running 
to  being  your  own  E.H.  Harriman  or 
James  Hill — your  own  rail  baron, 
that  is — remember:  beginners  should 
start  small.  "Generally,  it  takes  most 
modelers  about  three  or  four  tries  to 
get  to  their  dream  layout,"  says  Model 
Railroaders,  Russ  Larson.  "It's  best  to 
begin  with  something  manageable  so 
you  can  experience  each  phase  of 
building  without  getting  bogged 
down."  A  decent  HO  starter  set  can 
be  had  for  under  $100,  including 

FYI 


then  go  after  the  cars  and  equipment 
that  fit.  If  you  can't  find  what  you 
need,  get  something  close  and  adapt 
it.  Indeed,  for  many  modelers  "kit- 
bashing"  is  half  the  fun. 

Whatever  track  you  go  down, 
there's  plenty  of  product  to  choose 
from.  The  latest  HO  catalog  from 
Wm.  K.  Walthers  Inc.,  the  venerable 
Milwaukee  model  railroad  distribu- 
tor, runs  896  pages.  Need  a  Rio 
Grande  Southern  drag  flanger?  A 
four-pack  of  block  signals?  A  cov- 
ered bridge?  A  watchman's  shanty?  A 
half-dozen  plastic  bicyclists  or  a 
pound  of  fake  rocks?  It's  all  in 
there — imports  and  domestic — a 
mind-boggling  selection. 

And  the  selection  is  growing  all 
the  time.  There  were  115  new  prod- 
ucts at  last  year's  NMRA  conven- 
tion: cars,  buildings,  foliage,  sound 
systems  (including  a  cattle  car  that 
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fitrol  systems,  and  on  and 
on.  Manufacturers  are  all  over  the 
scale,  from  age-old  giants  like  Lionel 
and  Marklin,  to  kitchen-table  hob- 
byists whose  sales  provide  them  with 
write-offs  to  finance  their  passion. 

Somewhere  in  between  is  James 
Haggard,  40,  a  former  mortgage 
banker  who  chucked  the  corporate 
world  a  dozen  years  back  to  build 
HO-scale  structures  with  his  wife 
out  of  their  home  in  Aurora,  Col- 
orado. "I  started  a  business  in  my 
home,  and  now  I  live  in  a  factory,"  he 
says,  a  bit  wearily,  of  his  unusual 
career  path.  Haggard's  Builders-In- 
Scale  produces  a  line  of  do-it-your- 
self wooden  structures,  including  fire 
halls,  stations  and  lighthouses,  as 
well  one  limited-run  kit  a  year, 
which,  he  cheerily  reports,  usually 
sells  out  before  it's  ready  to  ship. 

Much  of  the  new  product  action 
these  days  is  in  "command  control" 
systems.  Unlike  common  block 
control  systems,  which  feed  power 
to  only  one  section  of  track  at  a 
time,  command  controls  use  radio, 
infrared  or  digital  signals  to  throw 
power  directly  to  a  receiver  in  the 
locomotive.  This  eliminates  the 
need  for  artificial  block  bound- 
aries— much  more  realistic,  and 
beginning  to  catch  on.  Later  this 
year,  Lionel  plans  to  introduce  a 
command  control  system  created  by 
rock  'n'  roll  dinosaur  Neil  Young, 
who  designs  special  controls  to 
enable  his  cerebral  palsy- afflicted  son 
to  enjoy  the  hobby.  Other  scale 
model  command  control  systems  run 
up  to  $400.  But  be  wary:  there  are 
ntly  more  than  two-dozen 
rs,  and  a  shake-out  is 
expec 

Don't  have  •      >ugh  room — or 
patience — to  bi  U-scale  layout 

of  your  own?  Try  i,  started  with 

a  "module."  That  is,  stretch  of 

curved  or  straight  trac  mounted  on 
a  piece  of  plywood — complete  with 
scenery,  structures,  background  and 
equipment — that  can  be  hooked  up 
to  other  modm      it  clubs  or  shows. 

David  Trussei  f<      -long 

derailment   disastc  s   of 

Gomez  Addams — is  ju.  f  iy 
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modules  in  a  30-by-40  foot  L-shaped 
collection  he's  been  building,  off  and 
on,  since  the  early  1980s.  His  fiction- 
al Denver,  Greeley  &  Tahoe  Railway 
runs  through  the  Rockies  and  parts 
West:  lumber  yards,  wineries,  air- 
ports— a  different  scene  for  every 
stretch  of  track.  "I'd  constructed 
three  complete  layouts  over  the  years, 
watched  them  run  for  six  months  or 
so,  and  then  gotten  bored  with 
them,"  says  Trussell.  "The  modular 
concept  is  great  because  I  don't  need 
a  whole  lot  of  space  to  build  them, 
and  I  can  configure  them  anyway  I 
like."  Every  few  months  Trussell 
hauls  out  his  modules  for  public 
shows  at  shopping  malls  and  fair 
grounds.  His  regular  crew  includes  a 
college  professor,  a  welder,  a  lawyer, 

In  these  days  of  cyberspace 
and  SIM  Cities,  its  nice  to  know 

there  are  still  a  few  amateur 

industrialists  out  there  who  dont 

have  to  smack  a  computer 

keyboard  to  get  their  kicks. 

and  a  live  steam  operator  from  the 
Union  Pacific. 

Still  another  option  for  begin- 
ners— particularly  busy  business 
types  who  just  want  to  play- — is  buy- 
ing a  custom-built  layout.  There  are 
more  than  a  few  builders  out  there, 
including  Lorell 
Joiner,  whose  San 
Antonio-based 
Great  Southern 
Hobby  Cartel  has 
been  "booked 
heavily"  since  he 
ran  an  ad  in  Model 
Railroader  a  few 
years  back.  "Most 
of  my  clients  are 
professionals  who 
have  the  desire 
but  not  the  time," 
says  Joiner.  "They 
look  at  a  custom 
layout    the    way 


(IBS 

lite 


they'd  look  at  a  Mercedes  Gull- 
wing — they  might  not  have  restored 
it,  but  they'd  sure  enjoy  owning  it." 

Joiner  recently  built  an  HO-scak 
layout  for  a  Wall  Street  stock  analysl 
who  wanted  to  relive  his  boyhooc 
through  a  line  he  remembered  neaiij 
Ann  Arbor,  Michigan.  After  a  bit  0! 
research  in  his  railroad  library,  Joinei 
came  up  with  an  n-by-17-foot  layoui 
of  the  now  mostly  abandoned  Anr) 
Arbor  Railroad,  complete  wit!  J 
imported    brass    locomotives,   2 'I 
scratch-built  cannery  and  grain  ele- ' 
vators,  scenery  cast  from  actua 
rocks,  and  computer-controlled  elec- 
tronics.   The    project    took   fivi 
months.  Cost:  $65,000,  installed. 

The  accomplished  modeler  is  par 
artist,  part  architect,  part  electnciai 
and  part  historian.  When  frustra 
tion  sets  in,  remember  that  thosi 
who  excel  at  everything  are  fev' 
and  far  between.  The  NMRA1 
which  has  26,000  members  fron 
42  countries,  has  long  offered 
Master  Model  Railroader  Program] 
to  recognize  outstanding  skill  in  a] 
areas;  so  far  only  270  modelers  ha1 
qualified. 

Rather  than  settle  for  a  half 
baked  layout,  then,  consider  joi 
ing  a  club.  With  a  couple  doze: 
modelers,  chances  are  there  will  be  a 
least  one  who's  into  scenery,  anothe 
who's  hot  for  electronics,  a  third  wh 
tinkers  with  engines.  Operating  wit 
a  crew  will  give  you  the  feel  of  actu' 
ally  running  a  railroad,  and  that 
really  the  point,  isn't  it?  • 


■ 


ALL  ABOARD! 

National  Model  Railroad  Association  (for  information 
and  clubs  in  your  area):  615-892-2846 


Kalmbach  Memorial  Library  (great  for  model  railroaa 


research):  615-894-8144 

Model  Railroader  magazine:  800-533-6644 

Wm.  K.  Walthers,  Inc.:  414-52J-0JJ0 

Great  Southern  Hobby  Cartel:  210-651-5786 

Builders-In-Scale:  303-699-1822 

Queens  County  Model  Railroad  Assoc:  J18-392-1124 
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THE  GARMENT  BAG  DESIGNED  BY 
THE  EXASPERATED  TRAVELER; 


roken  handles.  Ripped  seams.  Too  heavy  to  carry.  Too  flimsy  to  stuff. 
Too  big,  too  small.  Too  darned  expensive. 
Since  we  began  designing  luggage  1 6  years  ago,  I've  heard  every  com- 
nt,  seen  every  failure.  Now,  at  last,  we  offer  a  sensible  solution  to  them 
It's  the  garment  bag  with  more  practicality,  comfort  and  value  than  any 
I  you've  ever  owned.  At  any  price. 

Just  7  lbs.  And  virtually  indestructible. 

Most  garment  bags  make  you  choose  between  comfort 

it  durability.  Ours  gives  you  plenty  of  both. 
We've  now  specified  a  new  600-denier  polyester 
>  that  weighs  next  to  nothing,  yet  protects  your 

r  from  airport  travel  assaults  —  and  from  moisture. 

I  Construction  is  unbelievably  tough.  Like  a  fail-safe 
)  of  heavy  nylon  webbing  attached  with  Z6metal 
tiers.  Like  rolled  seams  lock-stitched  with  nylon 

t  breakable  cotton)  thread,  and  reinforced  with  pip- 
Like  internal  stabilizers  for  added  strength.  And  the 
s  are  extra  strong,  oversized,  and  smooth  sliding. 

I  And,  if  like  me,  you  need  a  bag  that's  manageable 
l  when  you're  rushing  to  a  plane  or  chasing  down  a 

,  ours  is  supprted  by  a  padded  handle  that  won't  dig 

)  your  palm,  or  a  clip-on,  wide  shoulder  strap. 


•  metal  bolts  prevent 
I  handle  failure. 


Tremendous  capacity, 
without  added  bulk. 


ill  hanger  hooks  hold 
median  other  bags. 


All  pockets  face  up  when 
bag  is  hung  up. 


4  suits,  1 2  shirts,  4  pairs  of  shoes. 
And  no  unpacking. 

I  need  a  garment  bag  that  forgives  my  messy  nature 
!  lets  me  live  out  of  it,  without  unpacking.  Just  hang  it 
fie doset.  All  the  pockets  are  right-side  up.  Nothing 
li  out.  Everything's  handy. 

j  Die  two  oversized  hanging  hooks  hold  more  than  any 
er  bag  I've  seen,  on  either  wire  or  wooden  hangers. 
I  Four  large  pockets  provide  crease-free  storage  of  folded  shirts 
I  enough  room  to  neatly  pack  shoes.  Two  other  pockets  organize 

vear,  sweaters,  files  and  more.  You'll  also  find  a  necktie  pocket,  a 
erproof  envelope  for  toiletries,  and  a  mesh  pocket  for  dirty  clothes. 
i  In  fact,  in  45"  x  24"  it  stashes  enough  gear  for  three  weeks.  Yet  it  still  stores 

1  in  an  airplane  garment  bag  locker. 

Try  it  without  risk  for  60  days.  You  must  be  satisfied. 

]  After  selling  this  design  for  two  years  —  and  to  more  than  1 00,000  people, 
|  delighted  to  report  it's  the  most  successful  luggage  in  our  history.  But  you 
fly  need  to  try  it  for  yourself.  Then,  if  this  luggage  isn't  everything  you've 
ays  wanted,  just  return  it.  I'll  promptly  refund  your  money  or  credit  your  charge 
■  no  questions  asked. 

Order  the  matching  carry -on.  Save  $20  on  the  set! 

.  Hie  matching  carry-on  is  as  tough  and  well-finished  as  the  garment  bag.  It 
i  increases  capacity  for  longer  trips — yet  passes  stria  hand  baggage  limits. 
Enhancing  the  roomy  main  chamber  are  2  super-size  pockets  with  Velcro'' 


flaps,  2  large  side  pockets  and  a  full-length  hidden  zipper  pocket.  A  large,  wrap- 
around handle  fits  your  hand  comfortably.  A  shoulder  strap  clips  on  or  off.  Plus  4 
rubber  "feet"  protect  the  bottom  from  excess  wear.  Now  here's  the  best  part:  you  can 
own  both  these  "state of  the an  'travel companions  for only  $179.95! 

If  you've  shopped  around,  you  know  this  is  a  terrific  price —  less  than  most 
garment  bags  alone  (models  far  inferior  to  ours).  And  our  offer  gets  you 
two  pieces  of  luggage,  not  just  one. 

Order  now  and  get  free  Fedex ! 

I  really  want  you  to  experience  the  advantages  of  this 
unique  set.  So  here's  an  extra  incentive.  Order  the  set  and 
11  rush  it  to  you  FREE  via  Federal  Express  2nd  Day  Air. 
That's  another  $  19  off(total  $39  savings).  You  pay  no  deliv- 
ery charge!  But  it's  only  available  with  this  offer,  in  this  ad. 

You  must  be  satisfied. 

Remember,  if  you  aren't  completely  happy,  just  send  it 
back  for  a  complete  refund.  You 
have  60  days  to  make  up 
your  mind. 

I  hope  you'll  let  me 
show  you  what  we've 
learned  in  16  years  of 
building  the  ultimate 
garment  bag.  Please  call  and 
place  your  order,  today. 

The  roomy  carry-on. 


"We  now  guarantee  this  luggage 
for  a  full  five  years!  If  the  baa 
breaks,  bring  it  to  our  store  or 
return  it  by  mail.  We  will  repair  or 
replace  if  free!"         ^-y 


RichardThalhcimer 


THE  SHARPER  IMAGE 

"Your  garment  bag  is  indestructible!  It  has  accom- 
panied me  to  London,  Paris,  Taipei,  Singapore, 
Djakarta,  Bali,  New  Guinea,  Hawaii,  Tokyo,  and  on 
at  least  15  domestic  flights.  My  compliments..." 

— J.F.,  Loganville,  GA 


J  Garment  Bag 
J  Carry-on 
J  Both  Special 


#KT540  $129.95  ($  11) 
#KT530  $  69.95  ($  8) 
#KT545     $1 79.95  (FREE  Fed!-  !) 


To  order  by  credit  ■    mm    mm  m      m  m  m  m  Please  mention 
card,  coll  or  fax     1-800-344-4444  Key  code  #9.W 


Method  of  Payment: 


Acct.  # 

Name  of  Bank  on  Card 

Signature . 





Check/M.O. 
MasterCard 
L 


AMEX 
Diner's 


J   VISA 
J   Discover 


Exp A 


Mail  to:  650  Davis  Street,  San  Francisco,  CA  941 1 1 

Name  

Address  

City 


State  - 


Zip 


Please  add  the  appropriate  soles  lax 

INTERNATIONAL:    In  Japan  call  0 1 20-39-2 1 09      In  Switzerland  call  1  -928-2 1 8 1 
In  Mexico  coll  255-37 1 3  In  Australia  call  03-826-00 1 1 

I     Please  call  for  a  free  catalog  Prices  may  vary  al  international  locations 


As  I  write,  this  news  bulletin  arrives  by  fax:  "Kerkorian  selb 
MGM  Grand  Air. 

"The  airline  of  the  rich  and  famous — MGM  Grand  Air — i< 
being  converted  into  a  cargo  airline." 

Well,  there  are  more  rich  and  famous  out  there  than  there  wen 
patrons  of  MGM. 


Every  morning  dozens  of  passen- 
ger jet  aircraft  leave  Los  Angeles 
bound,  non-stop,  for  New  York  City. 
Some  of  these  planes  were  config- 
ured to  house  12  passengers  traveling 
First  Class,  others  as  many  as  22.  My 
guess  is  that  hundreds  of  First-Class 
seats  were  taken  during  those  hours. 
Anyone  flying  within  this  period 
could,  with  minor  modifications, 


Touring  Pro 


THE   ART    OF   TRAVEL 


R.I.P.  MGM 


By  William  F. 


ley  Jr. 


36  FORBES 


have  opted  to  fly  on  the  9:15  MGM 
flight.  Some,  indeed,  were  willing  to 
make  major  modifications  in  their 
itinerary  in  order  to  fly  MGM. 

I  did,  some  weeks  ago.  Seeking  to 
return  to  New  York,  I  rose  at  5  a.m. 
to  make  the  connections  from  Las 
Vegas  to  Los  Angeles-New  York.  I 
had  to  walk  a  very  long  mile  in  order 
to  fly  MGM.  I  flew  on  it  21  times. 
What  baffles  is  that  on  all  those 
occasions,  MGM  flights  were  never 
even  one-half  full,  let  alone  sold  out. 
And  yet  MGM  pegged  its  fare  at 
exactly  the  sum  you  paid  to  fly  on 
competing  carriers,  about  whose 
space,  food  and  service  let  us  agree  to 
say  nothing.  My  posthumous  pur- 
pose is  modest,  which  is  to  celebrate 
what  is  suddenly — a  memory. 

A  brief  bit  of  history.  It  was  con- 
ceived n  years  ago  as  Regent  Air.  Its 
amenities  were  encyclopedic:  a 
driver  would  pick  you  up  at  your 
office/house/apartment,  drive  you  to 
JFK;  and  on  arrival  in  Los  Angeles, 
another  driver  would  take  you  to 
your  destination.  On  board  there  was 
a  barber,  in  case  you  wished  to  trim 
your  hair  or  beard.  These  rather 
ostentatious  excesses  ended  after  a 

FYI 


little  while.  And  when  MGM  took  i 
over,  after  a  year  or  so,  the  compam 
experimented  with  an  economy  sec- 
tion on  a  transformed  DC-8,  aft  o 
its  regular  First-Class  service.  I  die 
not  examine  it,  but  the  word  was  tha 
it  was  the  equivalent  of  traveling 
First  Class  on  a  conventional  carrier 
Then  MGM  ended  the  service,  fo: 
21  forlorn  months,  restricting  the  us< 
of  their  sumptuous  aircraft  to  charte 
parties,  presumably  for  the  Rolling 
Stones,  their  equerries,  and  othe 
such  folk,  to  ease  their  way  from  citri 
to  stupefied  city. 

At  this  point  the  great  MG1V 
Grand  Hotel  sprang  up  in  Las  Vegas- 
I  do  not  know  whether  it  is  "great"  a; 
advertised,  but  evidently  it  is  th 
largest  luxury  hotel  in  the  world, 
am  unlikely  ever  personally  to  verif : 
this,  as  I  have  zero  desire  to  linger  iii 
the  city  it  celebrates.  But  I  prayeel 
that  MGM's  Los  Angeles-Ne\ 
York,  N.Y.-L.A.,  (two  flights  eacl 
way,  every  day)  would  survive.  Thl 
reported  loss  over  a  recent  nin 
months  was  $2.64  million  on  rev 
enues  of  $14.9  million.  It  was  reason 
able  to  assume  that  however  deep  th 
pockets  of  the  operators,  they  woult 
not  persist  in  offering  that  service  i 
less  than  a  dozen  persons  patronize^ 
the  flight,  as  was  the  case  the  las 
two  times  I  flew. 

How  to  abbreviate  the  experi 
ence?  I  have  flown  on  Air  Force  One 
have  disported  on  the  Concordi 
right  around  the  world,  on  a  doze 
corporate  jets,  including  a  luxurious 
ly  appointed  G-4  dispatched  all  th 
way  to  Geneva  to  bring  me  to  Lo 
Angeles.  I  suppose  the  Sultan  on 
Brunei  has  a  palace  that  flies  abou 
the  world  at  600  miles  per  hour,  an 
I  live  utterly  at  peace  with  the  con 
viction  that  I  will  never  experience  i 
I  depose  that  MGM's  flights  wer  j 


Fisher  Island. 
Unlike  any  community  in  the  world. 


In  1925,  William  K.  Vanderbilt  II  could  have  chosen  anywhere  in  the  world  to  create  his  elegant  seaside  winter 
estate  suitable  for  hosting  captains  of  industry,  presidents,  kings  and  princes. 

He  chose  Fisher  Island  in  Florida,  overlooking  the  Gulf  Stream,  Biscayne  Bay 
and  the  skylines  of  Miami  and  Miami  Beach. 

Three-quarters  of  a  century  later,  Fisher  Island  has  remained  absolutely  faithful 
to  the  original  design  and  purpose  William  Vanderbilt  envisioned  for  it. 

In  the  last  decade,  the  developers  of  Fisher  Island  have  re-created  the  princely 
lifestyle  that  flourished  on  this  historic,  museum-quality  estate. 

Today,  it  offers  an  array  of  world-class  amenities,  including  seaside  golf,  tennis 
on  three  surfaces,  an  international  spa,  magnificent  beaches,  fine  restaurants,  two 
deepwater  marinas,  shops  and  the  ultimate  in  privacy  and  security.  More  than  four  hundred  of  the  world's  most  promi- 
nent families  from  thirty-nine  countries  now  live  in  splendid  residences  in  Vanderbilt  Style. 
Fisher  Island,  Florida  33109  (305)  535-6071/  (800)  624-3251,  Fax  (305)  535-6008. 
Your  inquiry  is  welcomed  and  appreciated.  ^  FISHER  ISLAND 


Unlike  any  community 
in  the  world 


Residences  from  $8(X),(XX)  to  $4,800,000.  Guests  of  residents  are  welcome  to  stay  in  restored  Vanderbilt  Era  Guest 
Cottages  and  Seaside  Villas,  from  $425  to  $1,000  per  night. 


This  project  is  registered  with  the  New  Jersey  Real  Estate  Commission.  NJREC  90/4-71 1  to  716.  Registration  does  not 

New  Jersey  Public  Offering  statement  before  signing  anything.  This  is  not  an  offering  to  any  person  in  any  state  where 


endorsement  of  the  merits  or  value  of  the  project.  Obtain  and  read  the 
h  an  offering  may  not  lawfully  be  made.  Equal  Mousing  Opportunity. 


ive  hours  of  unparalleled  comfort,  only  on  the  Eastbound  Brunch.  The  about  those  ravaged  travelers  doing 
You  arrived  at  their  door  in  Los  "starters"  were:  "Grand  muffins  coast-to-coast  duty  who  did  not 
\ngeles  (most  recently)  45  minutes  (fresh  gourmet  muffins),"  "medal-  even  know  what  it  was  they  un- 
)efore  flight  time.  Your  bags  were  lions  of  poached  salmon  (accented  knowingly  passed  up,  and  horrified 
aken  at  the  entrance  to  the  small  with  a  creamed  dill  sauce),"  and  "an  at  the  possibility  that  the  service 
■eception  area.  You  confirmed  your  array  of  fresh  sliced  fruit." 
;eat  selection  and  sat  in  a  comfort-  Comes  then  the  "main  course." 

ible  armchair  with  whichever  of  the      "Buckwheat  pancakes  (with  spiced 

cranberries  and  pears),"  "chicken  and 

artichoke  heart  salad  (a  delicious 

mixture  of  chicken,  artichoke  hearts, 


be  morning  papers  or  dozen  maga- 
zines sitting  about  caught  your  eye. 
There  was  coffee  and  tea,  fruit 


would  some  day  wither  away,  mor- 
tally wounded  by  desuetude.  Which 
is  exactly  what  happened. 


uice,  croissants,  bagels,  myriad  con-      red  pepper,  celery,  red  onion,  wild 
Itures,  and  wine,  and  Bloody  Mary      rice  and  tarragon,  laced  with  red 
nix;  and,  alongside,  a  bank  of  dis-      wine  vinaigrette)."  "MGM  Grand 
reetly  arranged  teh 
>hone  cubicles. 

If  the  flight  were  fu 
he  aircraft  transporte 
4  passengers.  You  cou 
>ut  in  for  the  kind  < 
eating  arrangement  th 
nade  the  most  sense  f< 
rou  on  the  contemplate 
rip.  There  were  a  hal 
lozen  chairs  that  cor 
erted  to  sleeperettes 
epose  was  what 
'ou  most  wanted, 
ieveral  chairs  per- 
itted  the  atten- 
ant  to  draw  out  in 
f  you  a  table  on  which 
ou  could  repose  your 
vord  processor,  15  man- 
iscripts,  and  foo  unan- 
wered  letters,  leaving 
lenty  of  space  for  food 
nd  beverages  to  come. 

)f  course,  you  could  view  a  movie  if  omelette  (made  to  order  with  your  ing,  just  after  seven,  the  porter 
ou  wanted  to,  your  choice  from  choice  of  fresh  mushrooms,  scallions,  brought  you  a  trim  breakfast  and  the 
mong  eight  movies.  And  there  was  diced  ham),"  "eggs  to  order  (poach-  daily  newspaper.  I  used  the  night 
he  conventional  other  fare  on  the  ed,  sunny-side  up  or  scrambled.  Egg  sleeper  a  dozen  times,  and  every  now 
istening  channels.  dishes  are  accompanied  by  cottage      and  again  mentioned  its  availability 

You  wanted  a  cabin?  Suitable  for     fries  and  chicken  sausage.)  available      to  friends  who  almost  uniformly  were 
our  persons?  If  no  one  else  put  in  for      upon  request,  low  cholesterol  egg      surprised  to  learn  of  its  existence. 
:,  it  was  all  yours.  Again,  the  seats      white  omelettes,  selected  cereals,  And  then,  early  in  November  last 

eclined  about  as  far  as  you'd  wish,  fruit  or  vegetable  plate."  And  year,  I  asked  my  office  to  get  me  a 
lis  side  only  of  honeymoon  posture,  "dessert"  brings  you  "Buche  de  Noel,  reservation  for  the  following  day, 
Tie  attendants  exactly  contrived  the  assorted  fruits  and  cheeses.  Freshly  only  to  learn  that:  the  service  had 
rt  of  staying  away  and  being  ubiqui-      baked  cookies  [are  served]  prior  to      been  canceled. 

arrival."  Some  "brunch." 

The  wines,  red  and  white,  were 

of  first  quality.  The  whole  damned 

thing  was  first  quality,  and  when 

you  landed,  you  found  yourself  gen- 
jaded  as  to  escape  wonder  at  what      uinely  grateful  to  all  those  people      occasionally  to  travel  by  sleeper- 
4GM  came  up  with.  I  give  details      who  put  it  together,  compassionate      and,  incidentally,  pay  for  their 


The  whole  damn  thing  was  first  quality. . .  Was 
it  my  imagination,  or  were  the  engines  unusually  quiet? 


Some  years  ago  I  needed  to  plan 
to  be  in  Washington  fairly  early  in 
the  morning  while  doing  service  at  a 
dinner  date  in  New  York  the  night 
before.  The  prospect  was  a  seven  a.m. 
shuttle,  until  someone 
asked,  Did  I  not  know 
about  the  night  train  to 
Washington?  Answer: 
1  did  not,  though  in 
youth  I  used  that 
1  service  frequently. 
I  had  thought  it 
long  since  extinct. 
Well,  it  had 
been  reborn,  with 
the  marvelous  conve- 
nience that  you  could 
board    your    Pullman 
stateroom    any    time 
between   9:30    in   the 
evening  and  1:30  in  the 
morning.  In  your  cabin 
when  you  arrived  was  an 
aperitif  box,   cheese, 
crackers,  cookies  and  a 
half-bottle    of  white 
wine.  On  reaching  Bal- 
timore the  next  morn- 


ous.  Was  it  your  imagination — or 
'ere  the  engines  unusually  quiet? 
Merely  good  food  can  be  some- 
ing  of  a  bore,  seldom  worth  the 
?ace  to  describe  it.  But  no  palate  is 


I  can't  believe  this  happened  be- 
cause there  aren't  enough  people  who 
need  to  travel  from  New  York  to 
Washington,  would  be  tied  up  late  in 
the  city,  and  didn't  find  it  appetizing 
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hotel  nikko  mexico 


"Where  Unique  Traditions 

of  the  Orient 

Meet  the  'Warmth 

ofMeicican  O-CospitaUty 


4> 


nikko  hotels  international 

SIMPLY  EVERYTHING.  SIMPLY. 


Campos  Eliseos  204,  Polanco 

Mexico  D.F.,  11560 

Tel:  (52  5)  280-1111 

Fax:  (52  5)  280-8965 

Toll  Free  in  Mexico:  91-800-90-888 

n  Nikko  Hotels  worldwide 

North  America 
l-800-NIKKO-US 

New  V     k  •  Atlanta  •  Chicago 

San  I        :isco  •  Los  Angeles 

Hono        •  Mexico  City  . 


accommodations  less  than  the  com- 
muter-shuttlers  charge  for  the  sar- 
dine quarters  on  their  airplane. 

Why?  What  happened? 

When  my  wife  and  I  began  the 
habit  of  spending  February  and 
March  in  Switzerland,  we  traveled 
on  steam  ships.  There  were  several 


How  is  it  that  there  aren't  enougl 
travelers,  either  the  idle,  or  th' 
retired,  or  the  children  with  great  bi; 
eyes  that  want  to  wonder  at  the  sea 
to  sustain  one  liner  during  Januar 
and  February,  making  four  rouni 
trips?  We  are  spoken  of  as  the  larges 
and  most  affluent  community  in  th 


to  choose  from,  and  the  delights  of     world,  but  we  appear  to  disdain  ti 
an  ocean  passage  beckoned,  year     patronize,  or  even  to  notice,  th 


We  are  the  most 

affluent  community  in 

the  world,  but  we 


after  year.  But  the 
liners  were  less  and 
less  full,  and  one 
day,  about  ten  years 
ago,  there  were  no 
more.  Some  gave  up 
the  ghost  entirely. 
Others  made  their 
way  to  the  Carib- 
bean, to  do  the 
cruise  business,  stop- 
ping every  night    overnight  Pullman,  the 

at  an  island  to  be 

blissful  MGM.  Is 


January  liner,  th 
overnight  Pullman 
the  blissful  MGM 
Is  it  our  Puritaj 
roots?  But  peopl 
who  sell  clothes  am 
jewelry  and  booz, 

disdain  to  patronize  the    and  $15,000  Micke 

Mouse  watches  don 
fanuary  liner,  the  seem  to  have  bee: 

hit  by  it,  the  Strang 
insouciance  to  travt 
luxury. 


this  our  Puritan  roots? 


exploited  on  the  fol- 
lowing day,  with 
its  beaches  and  un- 
der water  life.  How 
many  people  cross  the  Atlantic  in 
January  and  February  by  air?  A  mil- 
lion? A  billion?  In  conversation  with 
the  traffic  director  of  Pan  American 
(R.I. P.)  some  years  ago  I  asked  why 
the  airline  had  given  up  its  daylight 
flights  to  Europe,  so  comfortable,  so 
convenient,  so  (relatively)  jet  lag- 
free.  There  were  two  reasons,  he 
said.  The  first  is  that  an  aircraft  leav- 
ing at  10  a.m.  and  landing  in  Paris  at 
10  p.m.  local  time  had,  really, 
nowhere  to  go  until  the  next  morn- 
ing, there  being  less  than  a  hundred 
million  Frenchmen  set  on  boarding 
the  flight  at  n  p.m.  to  visit  the  Mid- 
dle East  or  faraway  India,  or  Myste- 
rious Afrique.  So  the  planes  would 
sit  for  12  hours,  waiting  for  passen- 
gers flying  to  America.  The  second 
reason?  Americans,  he  said,  will 
always  seek  to  maximize  the  length 
of  their  two-week  vacation.  If  they 
spend  the  first  day  traveling,  why, 
Pfft! — they  have  diminished  the 
length  of  their  vacation  by  fiveper- 
cent.  "They  don't  realize  that  travel- 
ing overnight  they'll  have  jet  lag  William  F.  Buckley  Jr.  is  Editot 
and  won't  enjoy  Day  One  of  their  at-Large  o/"National  Review.  H 
vacation."  upcoming  book  is  Brothers  No  More. 


For  all  that  w 
live  in  cyberspac 
informationland,  i 
is  quite  possible  that  you  will  live  i 
years  without  discovering  that  t 
best  pizza  in  America  is  at  the  corne 
bakery.  I  love  the  marketplace, 
swear  eternal  fidelity  to  its  dispens 
tions,  though  none  at  all  to  its  senai 
of  relative  value  (the  marketplac 
knows  everything  about  pricing 
nothing  at  all  about  value).  Wh: 
hurts  is  when  the  marketplace  pass 
a  judgment  based  on  public  igno 
ranee,  which  is  what  I  call  it  whe 
anybody  who  was  willing  to  pa 
First-Class  fare,  New  York-Lo 
Angeles,  did  anything  other  tha 
call  MGM  and,  on  arrival,  feel  hi 
self  benumbed  by  the  sensation  c 
actually  wishing  the  trip  had  bee 
a  little  longer. 

We  don't  have  much  patienc 
with  failed  enterprises  in  Amerie.l 
but  those  of  us  who  had  the  experi 
ence  of  MGM  take  thought,  some  ( 
us,  to  attend  the  memorial  servio 
and  profess  our  sadness  at  the  pass 
ing  of  so  civilized  an  enterprise.  • 


Dunlop  SP&  Sport  8000, 
Performance  that's 
downright  decadent. 


■  ■ 


li  *  \& 


xapyt?* 


\  It's  no  sin  to  demand  ultimate  performance  from 
your  driving  machine.  That's  why  we  created  the 
"Z"  rated  SPm  Sport  8000  radial ...  to  deliver 
relentless  cornering  stability,  merciless  grip  in  wet 
or  dry,  a  velvet  smooth  ride  that's  as  quiet  as  a 
cat  burglar  in  the  night,  and  driver  exhilaration      ' 
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Your  Dunlop  Dealer  has  a  devilish  array  of 
ultra  high  performance  radials.  One  is  designed  to 
perfectly  match  your  driving  desire. 
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Look  in  the  Yellow  Pages  or  call  T -800-548-471 4. 
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TIMIJES 

Driving  To  The  Future 

■ 
• 

i 

For  those  of  us  with  existential  cravings,  March  is  a  gift  frora 
the  void.  Lying  low,  out  of  range  of  February's  short,  punishing  jab 
and  April's  unbalanced,  hormonal  attack,  it's  nowhere:  a  loner,  no 
winter,  not  spring:  31  perfectly  cheerless  days  with  the  circadiai 
clock  stuck  at  4  a.m. 

This  year,  in  fact,  the  month  begins  even  more  promisingly  thai 


usual  with  Ash  Wednesday  and 
(unless  I  am  greatly  mistaken)  a 
colossal  hangover.  It  is  the  ideal 
time — no  doubt  about  that — for  lux- 
uriating in  the  best  of  the  bad:  the 
losers  and  chumps,  the  bottle  blonds, 
crazy  reds  and  simmering  brunettes, 
the  alienated,  betrayed,  obsessed  and 
unshaven,  all  the  ineffable,  enigmati- 
cal impurities  that  constitute  that 
basest  of  alloys,  the  amalgam  called 
roman  noir. 
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Reviews  on  Tape 


A  crime  wave 
of  audio  novels 


By  Katherin:   A.  Powers 
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For  their  own  perverse  reasons, 
Random  House  Audio  Books  has 
been  putting  its  Jim  Thompson 
titles,  the  greatest  on  their  list,  out  to 
pasture.  Fortunately,  two  remain, 
and  my  advice  is  get  them  while  you 
can.  The  brilliantly  chilling  and 
bleakly  comic  The  Killer  Inside  Me 
(3  hours,  $16;  800-733-3000)  is  about 
Deputy  Lou  Ford  who  murders  four 
to  six  people,  depending  how  you 
stack  them.  Lou  is  a  crazy  casuist, 
always  unpacking  the  moral 
druthers  of  his  circumstances. 
He's  also  just  plain  puzzled  by 
the  contrariness  of 
human  nature. 
Why,  he  wonders 
ruefully,  do  people 
come  to  him  to  get 
killed?  "Why  couldn't 
they  kill  themselves?" 
This  adroitly  abridged 
version  is  read  with  con- 
summate creepiness  by 
Will  Patton  whose  genius 
for  getting  across  the  book's  gestalt  is 
so  great  that  one  begins  to  feel  a  little 
nervous  about  being  alone  in  the 
same  room  with  it.  Thompson's 
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other  extant  title,  The  Grifters  0 
movie  fame  (3  hours,  $16),  is  agar 
both  dreadful  and  delightful 
although  here  the  abridgement  is 
little  ham-handed,  and  Tony  Gold 
wyn's  reading  doesn't  achieve  th 
cool,  limber  cynicism  that  this  grea 
work  deserves. 

As  we  scrape  the  bottom  oft 
barrel  of  the  present  millennium,  thil 
boom  business  in  culture  is  to  inves 
what  used  to  be  referred  to  as  "trash 
with  high  intellectual 
merit.    So,   I   ar 
happy  to  report  tha 
Albert    Camus 
L'Etranger  was  in 
spired  by  James  M 
Cain's  The  Postman  Always  Ring 
Twice.  Inexplicably,  however,  tha 
proto-existentialist  pulper  is  n 
longer  available  on  tape.  Fortunate! 
Double  Indemnity  is.  (Caedmo 
Audio,  3  hours,  $17;  800-242-7737 
Told  in  classic  flashback  and  set  i 
California  of  the  1930s,  it  includd 
murder,  greed,  betrayal,  desperation 
a  predatory  female  with  a  sordid  pan 
and  her  too-clever  accomplice — 
patsy  who  thinks  he  knows  the  scoi 
until  he  finds  out  he's  play 
ing  a  mug's  game.  Thr 
abridged  version  is  read  b 
Barry    Bostwick    with 
cheesy  cockiness  that  per 
fectly  suits  the  sensibilitki 
of  the  insurance-salesma 
narrator. 

The  screenplay  for  Dou 
ble  Indemnity  was  written  b 
Raymond  Chandler  who,  it 
worth  noting,  greatly  improve 
on  the  book's  ending.  I  am  glad  t 
say  that  many  of  Chandler's  ow< 
works  are  on  tape.  Dove  Audio  hn 
abridged  versions  of  The  Big  Slee^ 
Farewell,  My  Lovely,  The  Little  Siste 
The    Long    Goodbye,     The    Hig 
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The  Province  of  Beverly  Hills 


)  dine  in  the  world's  most  exquisite  restaurants.  To  shop 
1  the  worlds  most  exclusive  stores.  To  sleep  in  the  worlds 
i  )st  luxurious  hotels.  That  is  the  province  of  Beverly  Hills. 


,  BEVERLY , 
HILLS 


A  safe  haven,  centrally  located  to  all  of  Southern  California, 

yet  so  far  from  the  ordinary.  To  learn  about  the  collection  of 

fine  hotels  in  Beverly  Hills,  please  call  1-800-345-2210. 


It  conquered  AUGUSTA 


as  a  PROTOTYPE. 


NOW  THAT  WE'VE  MADE  A  FEW  IMPROVEMENTS, 


it's  available  to^YOLT. 


P 


We  already  proved  the  new  Burner 
Bubble"  Metalwood*  clubs  could  help  pros 
win.  Now  we  know  it  can  help  any  golfer, 

Its  patented  Bubble  shaft  moves  weight 
down  the  club,  making  it  easier  to  swing.  So  you 
set  faster  clubhead  speed  and  explosive  power.  Without 
rig  harder. 

itched  it  with  a  new  Burner  head.  With  a 
e  that  reinforces  stress  areas  for  solid,  more 


& 


accurate  shots.  In  fact,  every  PGA  pro  who 
used  it  in  '94  improved  his  driving  accuracy. 
Best  of  all,  it  comes  in  a  range  of  lofts  and 
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shaft  flexes.  So  every  golfer  can  hit  longer  and  straighter. 
Of  course,  we  can't  promise  the  new  Taylor  Made 
Burner  Bubble  will  win  you  a  green  jacket.  But  it  can 
definitely  give  you  the  winning  edge  this  weekend. 


URNER   BUBBLE. 


©Taylor  Made 


CAPTURE    the    POWER ." 


For  more  information,  call  1-800-4-BURNER,  Ext.  368. 

idylor  Made  Golf  Company,  Bubble  and  Capture  The  Power  are  trademarks.  Burner,  Metalwood  and  Taylor  Made  are  registered  trademarks  of  the  Taylor  Made  Golf  Company. 
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Window,  The  Lady  In 
The  Lake,  Red  Wind, 
and  Trouble  Is  My 
Business  (i  vs-3  hours, 
sio. 95-516.95;  800- 
328-3683).  It  may 
be  that  abridge- 
ment is  the  only 
way  to  keep  these 
things  from  outstripping 
eryman's  pocket,  but  cutting 
andler  is  a  sad,  even  ruthless  busi- 
;s.  "I  felt  like  a  half-digested  meal 
en  at  a  greasy-spoon  joint,"  from 
\eLong  Goodbye  is  just  one  casualty. 
ere  are  countless  others.  Still,  we 
kst  be  grateful  for  what  remains. 
hat's  more,  Dove  does  provide 
bridged  versions  of  The  Big  Sleep 
'2  hours,  $29.95)  and  Farewell,  My 
wely  (7V2  hours,  $29.95),  arguably 
best  two  novels,  as  well  as  Play- 
It,  his  last,  and  unfinished  work, 
hours,  $24.95).  All  these  novels  are 
d  by  Elliott  Gould  who,  I  am 
ry  to  say,  goes  about  the  job  as  if  it 
re  piece  work,  uttering  the  words 
2  after  another  until  they 
gone. 

The  osmotic 
lationship 
ween  high  cul 
e  and  low  shows 
in  Ernest  Hem 
l^vay.  The  Listen- 
\l  Library  has  an 
ellent  collection  of 
short  stories,  three  of 
ich  are  exactly  what  we 
nt.  (Stories  of  Ernest 
mingway,  5^  hours, 
P..98;  800-243-4504.)  "The  Killers" 
deadly  story  of  fatalism  and 
mie.  "The  Undefeated"  is  moral 
cksand  set  in  the  boxing  ring,  and 
e  Short  Happy  Life  of  Francis 
comber"  is  about  a  rich  man  on 
ari  who  shows  a  yellow  streak 
ore  native  gun-bearers,  a  profes- 
nal  big-game  hunter  and,  worst  of 
,  his  beautiful,  heartless  wife, 
xander  Scourby  reads  all  this  in  a 
:,  resonant,  old-fashioned  voice. 
But  what  have  the  living  to  offer 
All  the  writers  above  are  dead.  Is 
s — fitting  though  it  may  be — a 


requirement  for  noir?  Luckily,  no.  cumbing  to  the  sentimental  luxuries 

In  the  first  place,  there  is  Mickey      of  fair  play  and  mercy.  To  put  it 


Spillane  who  has  been  around  forev- 
er and  still  is  as  of  this  writing. 
Admittedly,  his  ace  sleuth,  Mike 
Hammer,  is  not  exactly  enigmatic. 
He's  a  meat-and-potatoes,  heat- 
packing  boy-o  who  pounds  on  hoods 
and  the  occasional  dame,  chain- 
smokes Luckies,  drives  cars  with 
throaty  growls  and  is  in  a  state  of 
perpetual  ogle.  Still,  you 
have  to  admire  the 
scenery,  as  Ham- 
mer might  say,  the 
women  who   spell 
trouble    to   a   man: 
"She    was    a    blond 
snare  with  a  body  full 
of  playful  curves  that 
held  out  triple  chal- 
lenges, a  body  filled  with 
dares  to  be  taken  up." 
Watch  out,  buster.  This  particular 

hot  tomato  shows  up 
dead  in  Kiss  Me 
Deadly,  an  ab- 
ridged version 
read  with  un- 
relenting tough- 


another  way,  nice  guys  finish  dead. 
How  men  bounce  their  cophood  off 
their  manhood  is  Ellroy's  major 
theme,  out  of  which  he  extracts  every 
nuance.  He  is  a  genius  in  these  nov- 
els, and  Books  On  Tape  (800-626- 
3333)  has  them  all  unabridged. 

The  first,  The  Black  Dahlia  (i6w 
hours,  purchase:  $88;  rental:  $19.50)  is 
read  by  Wolfram  Kandinsky  who 
takes  the  ancient-craftsman 
approach  to  his 
task.  He's  slow.  You 
do  eventually  get 
used  to  the  pace  and, 
who  knows?,  it  may 
lower  your  blood 
pressure.  The  Big 
Nowhere  (18  hours, 
purchase:  $96;  rental: 
$19.50)  is  read  by  Bill 
Whitaker,  and  I  must 
confess  I  have  not  lis- 
tened to  it  because  the  title  made  me 
scared.  Jay  Robertson  sounds  a  trifle 
mystified  reading  L.A.  Confidential 
(15  hours,  purchase:  $80;  rental: 
$18.50).  He  seems  too  nice  a  guy  for 
ness  by  Stacy  this  kind  of  dirty  work:  an  O.K.  Joe 
Keach. (Simon  whom  I  got  to  like  nonetheless. 
8c  Schuster  Audio,  Alexander  Adam's  reading  of  White 
3  hours,  $14.95;  Jazz  (12  hours,  purchase:  $64;  rental: 
800-223-2336.)  $18.50)  is  powerful  and  clear — 

James  Ellroy's  although  a  pesky  Armenian  gives 
him  a  spot  of  trouble  on  the  accent 
front  and  ends  up  sounding  like  a 
stage  Jew. 

Ladystinger  by  Craig  Smith  is  a 
dandy   novel    set    in 

Stories  of 
Er"«fHem/ngMay 


novels  on  the  L.A. 
Police  Department  confirm 
the  view  that  the  needle  has 
fallen  off  the  moral   com- 
pass, that  "honor,"  "duty" 
and  "integrity"  mean  about 
as  much   as   "yummy," 
"creamy"  and  "zesty."  The 
L.A.  Quartet,  as  it  has  been 
called,  is  written  in  stark 
grays  and  black.  Set  in  Los 
Angeles  from  1947  to  1958, 
these  four  novels  take  in 
the  entire  scope  of  that 
city's  dirty  deeds.  Politi- 
cians, police  and  punks  are  fleshed 
out  in  all  their  unloveliness.  Under 


New   Orleans    and 

Jamaica  about  a  couple 

of    real    stinkers. 

(Recorded  Books,  8>4 

hours,  purchase:  $44; 

rental:  $13.50;  800-638- 

1304.)  Maggie  Rohrer  has 

been  making  her  living  by 

rolling  conventioneers. 

Things  take  a  fatal  turn 

when  Jack  Shanks,  a  guy 

she  spots  as  a  mark,  turns  the  tables 


pinning  the  novels  is  one  essential  and  blackmails  her  into  serving  his 
message:  the  good  cop  is  a  bad  man.  nefarious  ends.  Terrible,  gripping 
Bad  because  he  is  ruthless,  not  sue-      events  ensue,  all  narrated  with  terrif- 
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Kowloon  Shangri-La 
Hong  Kong 


Traders  Hotel 
Manila,  Philippines 


Bali  Dynasty  Resort 
Bali,  Indonesia 


Shangri-La  Hotel 
lakarta,  Indonesia 


Shangri-La  Hotel,  Shangn-La's  Tanjung  Aru  Resort, 

Surabaya,  Indonesia  Kota  Kinabalu,  Malaysia 
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Shangri-La  Hotel, 
Singapore 


Shangn-La's  Rasa  Sentosa  p    Traders  Hotel,  Singapore 

Resort,  Singapore  (Opening  April  1995) 
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Shangn-La's  Golden  Sands 
Resort.  Penang  Malaysia 


Shangri-La  s  Rasa  Sayang 
Resort.  Penang   Malaysia 


ngn-La  s  Edsa  Plaza  Hotel, 
Manila    Philippines 


Shangri-La  Hotel. 
Manila,  Philippines 


0 

SHANGRI-LA 


HOTELS  <•<  RESORTS 

For  reservations,  call  your  travel  consultant,  or  USA  &  Canada  toll-free  ( 1  -800)  942  5050 


Q  Opening  So 


T    YOUR    MIND    AT    EASE 


.  could  you  do  so  much 
with  something  so  small. 
And  beautiful. 
An  Olympus 
Microcassette  ™  Recorder 
slips  out  of  your  pocket 
as  easily  as  a  pen, 
yet  captures 
a  conference 
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word  for  word. 

All  with  just  the  touch 

of  your  finger. 

So  consider  the  possibilities. 

At  borne,  on  the  road 

or  wherever 

a  thought  may  strike. 

And  you'll  think  of 

Olympus. 


Heartwinning 
Hand-made  Basketry 


Beauty,  Charm 
&  Elegance  That 
be  A  Sight  To  Behold 


SIAN  HANDICRAFT  DEVELOPMENT  CORPORATION 

.  •'    20.  Jalan  Ipoh-Rawang.  Taman    Rekreasi  Templer.  4X000  Rawang.  Selangor  Darul  Ehsan. 
12   Fax:03-6912181 

frarfe  F  iquiries  Showroom:  Trade  Promotions  Division.  Infokraf  Malaysia.  26  Jalan  Sullan  Hishamuddm. 
JaLumpur   Tel:  03-2934929.  2934920  Fax:  03-2934858 


ic  energy  and  versatility  by  Georg 
Guidall.  The  unsavory  pair  tak 
turns  double-crossing  each  other, 
found  myself  frozen  rigid  as  the  stor 
came  pounding  down  the  home 
stretch,  staring  into  the  tape  player 
little  window,  my  mouth  a  rictus  c 
horror. 

Also  excellently  read  by  Georg 
Guidall  is  Thomas  H.  Cook's  Nig/ 
Secrets,  which  has  Frank  Clemons, 
standard-issue,  dead-inside  privati 
dick  at  its  center.  (Recorded  Book- 
9^  hours,  purchase:  $54;  renta. 
$16.50.)  He  sleeps  on  a  couch  in  h 
New  York  office  and  eats  at  a  rati 
deli.  He  becomes  obsessed  with  tr 
murder  of  an  old  gypsy  when  anotr 
er  gypsy,  this  one  mysterious  am 
beautiful,  is  accused  of  the  crim'i 
There  is  some  good  sleaze  here,  am 
the  plot  is  pretty  snappy.  Still,  IV 
afraid  the  book  doesn't  quite  mak| 
the  grade  as  noir  not  only  because^ 
certain  insidious  optimism  creeps  i  1 
but  also,  horreurs,  Frank's  goto 
Tonto:  Farouk,  who  delivers  gnom 
utterances  on  the  lines  of,  "As  we  ss 
in  Arabic,  'Buying  and  selling  are  tk 
wind  and  the  rain.'" 

Ian  McEwan's  The  Innocent 
ghastly,  amusing  and  something  of 
noir  dark  horse.  Set  in  1955  Berlin, 
is  loosely  based  on  the  joint  CI/j 
MI6  project  to  build  a  tunnel  fro 
West  to  East  as  a  means  of  tappin 
Soviet  intelligence  communication 
Twenty-five-year-old     Leonaiij 
Marnham,  a  British  technician, .  IjT] 
put  on  the  job  and  quickly  ge 
involved  with  Maria,  a  30-year-oc 
German  woman  with  a  past.  Frigh 
ful  circumstances  hand  the  coup- 
the  unpleasant  job  of  disposing  oi 
murdered  corpse.  Joined  in  gruesor 
necessity,  all  Leonard's  wet-behin 
the-ears  weakness  and  Maria's  depi 
vation-forged  strength  poison  th< 
relationship,  transforming  it  in 
classic    noir.    Recorded    Bool 
unabridged  version  is  read  wi 
admirable  Cold  War  weariness  • 
John  Franklyn-Robbins.  (10  hou 
Purchase:  $54;  Rental:  $16.50.)  • 
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"Katherine  A.  Powers  "way 
may  not  be  an  alias. 
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here  are  33  different  products  from 

mWaV  in  thiS  pllOtO.  (The  other  5000  or  so  wouldn't  fit.) 


iway  has  come  a  long  way  since  pioneering  its  first  biodegradable  cleaning  product,  L.O.C.® 
-Purpose  Cleaner  over  35  years  ago.  Now  you  can  find  distinctive  skin  care  and  cosmetic 
H   )ducts,  toothpaste,  mouthwash,  jewelry  fashions  and  more.  In  fact,  virtually  everything 
shown  above  could  be  obtained  through  Amway  -  from  the  Vidal 
Sassoon'  brushes  to  the  sneakers.  There  is  one  thing,  how- 
ever, that  you  can't  see  in  the  photo  above...  Amways 
money-back,  100%  satisfaction  guarantee. 
(But  it's  there.) 


And  you  thought  you  knew  us. 


Find  all  .3.3?  Foi  a Jree  info  packet  which  includes  the  solution  to  this  ad,  mil  1-800-544-7167.  In  (  cmada,  call  1-800-265-5427. 

'Vidal  Sassoon  is  a  trademarkoj  Richardson-Vicks,  Inc.,  Cincinnati,  OH. 

S1995  AMWAY  (  ( 1RI'(  1RATION,  U.S.A. 
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COACH 

AN  AMERICAN  LEGACY 

Edward  Hemingway,  a  painter,  lives  in  Montana.  He's  seen  here  with  his  Kensington  Brief,  No.  5279,  $388. 
The  Kensington  Brief  is  handcrafted  from  the  finest  natural  full-grain  leather  that  over  time  develops  a  rich  patina. 
>rder,  or  for  a  complimentary  catalogue,  call  800  262-2411.  Also  available  at  Coach  stores,  select  department  and  specialty  stores. 
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EXCESSORIES-HERS} 


Double  handbag,  $990, 
by  Judith  Leiber,  at 
Bergdorf  Goodman, 
New  York;  Blooming- 
dale's,  New  York,  Boca 
Raton  and  Palm  Beach 
Gardens;  and  select 
Saks  Fifth  Avenue  and 
Neiman  Marcus  stores. 


-tinted  glasses, 

,  by  Oliver 
Peoples,  at  Oliver 
Peoples,  Los  Angeles; 
Peepers,  Dallas;  and 
Mo  rgen  thai-Frederics 
Opticians,  New  York. 


Pale  pink  high-heeled 
sandal,  $485,  by 
Manolo  Blahnik,  at 
Manolo  Blahnik, 
New  York;  and 
Bergdorf  Goodman, 
New  York. 
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I  You  }ll  be  do  wrapped  up  in  the  dcenery, 
you  *ll  probably  forget  you  xre  even  pedalling. 


Majcjtic  Alountain  Peak,  Northern  Thailand 


*^^S    rom  the  low-lying  paddies,  you  can  ride 
through  lush  foothills  that  lead  into  majestic  ranges 
with  towering  teak  forests  and  cascading  falls, 
valleys  ablaze  with  brilliant  sunflowers  or  sakura 
coming  into  bloom,  You  could  also  run  into  colourful 
hilltribe  villages  or  the  ruins  of  ancient  realms. 

When  it's  time  to  take  a  breather,  you  can  always 
pedal  up  to  one  of  the  world's  finest  mountain  resorts 
or  coast  on  down  to  the  shore  where  you  bask  in  utter 
splendour. 

And  as  you  explore  Thailand's  fun  and  excitement, 
you  will  also  discover  spectacular  natural  splendours 
as  well  as  a  rich  and  colourful  culture. 

So,  please  join  us  as  we  celebrate  the 
Fiftieth  Anniversary  of  His  Majesty's  Accession 
to  the  Throne  throughout  1995-1996. 


TT  IHI  A  I  IL-  ^ 

DISCOVER        the      TREASURES       of 


KINGDOM 


Name 


For  a  FREE  brochure  on  Thailand  s  many  treasures,  fill  in  and  mail  this  coupon  to:  Tourism  Authority  of  Thailand, 

303  East  Wacker  Drive,  Suite  400,  Chicago,  IL.  60601,  or  5  World  Trade  Center,  Suite  No.  3443,  New  York,  NY.  10048 

or  3440  Wilshire  Blvd  ,  Suite  1 100,  Los  Angeles,  CA  90010,  USA 


Address 


USA  /  F08  /  CIB  0395 


Roses.  Paris.  A  glorious  June  day  at  Bagatelle  in  the  sprawlin  I 
Bois  de  Boulogne.  What  could  be  better?  Well,  nothing  actually  I 
For  87  years  this  romantic  two-acre  rose  garden  has  been  the  settin 
for  the  Concours  International  De  Roses  Nouvelles.  Better  know: 
to  American  rosarians  as  the  Paris  Rose  Trials,  it  is  best  describe 
as  Europe's  Kentucky  Derby  for  new  roses. 


ci  1 


The  Rose  Trials  are  sponsored  by 
the  Mayor  of  Paris  on  the  third 
Thursday  of  each  June.  For  the 
breeders  and  their  thoroughbreds 
there  is  more  on  the  line  than  brag- 
ging rights  and  Gallic  pride:  the 
mass  marketing  of  roses  generates 
masses  of  francs  and,  with  the  rapid- 
ly expanding  American  market,  dol- 
lars. "If  a  Meilland  rose  wins  at 
Bagatelle,  you  will  undoubtedly  see 


■'::■  II 


Mother  Earth 


The  War 
Of  The  Roses 


By  Peter  C.  Jones 


it  in  our  catalogue,"  says  Jacques  Fer- 
are  of  the  prominent  North  Ameri- 
can distributor,  Conard-Pyle. 

Let's  get  the  Gertrude  Stein  jokes 
out  of  the  way  early:  not  every  shrub 
rose  is  a  shrub  rose  is  a  shrub  rose. 
"To  win  the  gold  medal  at  Bagatelle 
is  a  very  prestigious 
honor  which  ensures 
a  long  life  for  the 
rose,"  says  five-time 
American  juror 
Stephen  Scanniello, 
Curator  of  America's 
most  prestigious  bed 
of  roses,  the  Cran- 
ford  Rose  Garden  at 
the  Brooklyn  Botan- 
ic Garden.  "When- 
ever I  am  looking  for 
roses  and  find  one 
that  won  at  Ba- 
gatelle, I  always  try 
to  get  it  for  the  collection." 

New  roses  begin  with  cross-polli- 
nation. For  a  rose  breeder,  about 
10,000  crosses  will  yield  100,000  to 
200,000  seeds,  which  ten  to  twelve 
years  later  will  produce  three  to  five 
varieties.  To  be  profitable,  a  rose 
must  prove  itself  within  the  first  few 


years  of  its  17-year  patent.  In 
rough-and-tumble  market,  the  gen 
teel  search  for  Dorothy  Parker 
"One  Perfect  Rose"  to  complet 
one's  garden  has  been  supplanted  b 
the  search  for  100  matching  shru 
roses  to  decorate  one's  yard. 

Like  everything  else,  roses  ar 
subject  to  the  whims  of  fashior 
About  15  years  ago  a  strain  of  cle;        i 
orange-colored  roses  was  develope*     iki 
that  gave  modern  roses  a  bad  namt    rti  )\. 
Why?  Well,  as  the  French  might  sa,    rehired 
they  were  far  more  /aide  than  joli'i  aiuui 
they  were  just  plain  ugly.  Like 
bumper  crop  of  grapes  in  a  rottet   txilkr 
wine  year,  what  seemed  like  a  goa    ku 
idea  at  the  time  turned  out  to  bei- 
massive  surplus  that  nobody  no* 
wants.  Le  tout  Paris,  which,  like  cow  bpd 
ture,  became  le  tout  everywhere  els*  irough ; 
got  hot  instead  for  old  English  roses.'   nnel, rh 

Many  of  today's  chic  "old"  ros« 
were  once  "new"  roses,  such  as  Net 


Dawn,  a  popular  American  pir' 
climber  introduced  in  1930  whic 
thrives  across  town  at  the  Rosera 
de  L'Hay,  Bagatelle's  counterpa 
garden  for  old  roses.  English  breed 
David  Austin  called  it  on  a  dime 
the  late  1960s  when  he  began  bree< 
ing  classic  strains  in  the  publ 
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amain  with  modern  roses  tor  wider  ing  garlands  of  boxwood.   Eric  bush  had  2,600),  the  number  ^ 

)lor  and  repeat  blooms.  He  began  Detretin,  the  Director  of  the  Bois  De  weeks    of    blossoming    (severa 

:leasing  his  creations  in  the  early  Boulogne,  stood  before  an  enormous  bloomed  for  20  weeks  or  more),  and 

os  while  others  were  still  trying  to  blackboard  on  which  the  scorecard  the  number  of  late-season  flowers. 

nd  romance  in  oddities  such  as  was  blown  up  and  described  the  The  Permanent  Commission  judges 

R.osa  A  Clockwork  Orange."  mechanics  of  judging.  The  Mayor's  for  strength  and  regularity,  resistance 

Today  low-maintenance,  disease-  office  provided  a  simultaneous  trans-  to  disease,  the  beauty  of  the  flower 

distant  plants  that  bloom  their  lator  for  Charlotte  even  though  she  and  the  blossom  cluster,  scent,  per- 

eads  off  all  summer  are  the  dernier  speaks  French.  No  one  wanted  any  petual  flowering  ability  and  overall 


i.  To  come  to  grips  with  a  market 
cgj  iat  must  deal  with  varying  soil  and 
rke  limactic  conditions  as  well  as  aes- 
'plj  letics — with  Texas,  that  is,  as  well 
tM  ;  the  Tuileries — international 
shr  articipation  is  emphasized  at 
le  Bagatelle  Trials.  It  was  no 
«i|  ;cident  that  I  was  there:  a  rank 
ihi(  nateur  when  it  comes  to  gar- 
:1  sning,  I'm  a  professional  when 
elo|  comes  to  taking  care  of  Char- 
na  >tte  M.  Frieze — landscape 
jhti  rchitect  with  Robert  A.  M. 
n/s  tern,  author  of  Social  Gardens, 
Lik  agatelle  juror,  and,  not  inci- 
ror  ;ntally,  my  wife. 
a gc  Bagatelle  on  the  morning  of 
toil  le  Rose  Trials  was  every  gar- 
Iv n  ener's  dream  come  true. 
bo  pproaching  the  rose  garden 
ni  irough  a  long,  dark,  verdant 
linn  innel,  the  jurors  were  startled 
fro  y  a  vision  of  the  Orangerie 
asli  cploding  in  the  sunlight.  Set 
:fore  the  Orangerie  were  ban- 
et  tables  covered  in  linen  and 
ystal.  In  the  distance  lay  the 
se  garden  at  peak  bloom,  a 
lonet-esque  fantasy,  with 
mpress  Eugenie's  hillside  Chi- 
;se  pavilion  still  slightly 
rouded  by  the  morning  mist. 
Naturally,    everyone    was 


mistakes. 

Mme.  Nebout  explained  that  each 
year  over  100  roses,  including  shrubs, 


At  the  Paris  Rose  Trials,  bend  and  sniff  (but  no 

scratching!)  became  the  order  of  the  day  as  the 

judges  literally  beat  around  the  bushes. 


"floriferous"  (yes,  it  is  a  word)  quali- 
ties. A  separate  commission  judges 
the  roses  for  characteristics  that  are 
new  and  unique.  Then  with  the  ben- 
efit of  the  already  compiled 
marks — the  technical  marks,  as 
it  were,  if  memories  of  Nancy 
and  Tanya  and  Oksana  are  still 
in  your  mind — the  jurors  judge 
for  aesthetics  and  fragrance. 

While  heroic  music  played, 
Mme.  Nebout  led  the  jury  back 
into  the  sunlight  and  set  them  to 
work.  Bend  and  sniff  (but  no 
scratching!)  became  the  order  of 
the  day  as  the  judges  literally 
beat  around  the  bushes.  If  a  bush 
wasn't  in  bloom,  its  breeder  was 
plain  out  of  luck.  For  the  next 
hour-and-a-half  every  plant  was 
intensely  examined,  as  the  jurors 
balanced  their  knowledge  and 
experience  with  classic  roses 
against  the  realities  of  the  mar- 
ketplace. 

I  in  turn  was  free  to  contem- 
plate a  setting  as  heroic  as  the 
music.  The  splendid  Bagatelle 
was  built  on  a  bet  just  before  the 
French  Revolution.  Marie 
Antoinette's  brother-in-law,  the 
Comte  d'Artois,  was  a  mere  lad 
of  19  when  he  bought  a  broken- 


essed  for  the  occasion.  Hats —  ground  covers,  climbers,  hybrid  teas,  down  hunting  lodge,  rumored  to  be  a 

ipacious  and  flamboyant — were  floribundas  and  miniatures,  are  sub-  trysting  site,  in  1777.  The  Queen 

rerywhere.  Freshly  creased  swells  mitted  by  growers  to  compete.  Each  gave  what  is  now  called  Bagatelle 

rolled  among  the  tables.  Fine  silks  bush  is  planted  at  Bagatelle  for  two  one  glance  and  made  him  a  "Heads  I 

Jttered  like  medieval  pennants  in  years  and  then  moved  to  the  center  of  win,  tails  you  lose"  proposition, 

e  gentle  breeze.  Nervous  breeders,  the  garden  forjudging.  The  Rose  wagering  the  staggering  sum  of 

ere  to  observe,  wore  suits  so  new  Trials  are  actually  the  culmination  of  100,000  livres  that  he  couldn't  erect  a 

1  at  the  jacket  pockets  were  still  a  year  of  judging  by  the  garden  staff,  new  house  in  60  days, 

itched  shut.  the  Permanent  Commission  and,  That  was  apparently  the  kind  of 

President  Jacqueline  Nebout  led  today,  by  the  international  jury  After  challenge  that  profligate  French  aris- 

ie  71  jurors  into  the  Orangerie  for  the  judging,  all  the  roses — even  the  tos  liked.  Nine  hundred  men  pro- 

istruction  on  the  business  of  judg-  losers — remain  in  center  court  until  ceeded  to  work  around  the  clock 

Ig  roses.  As  serious  as  cardinals  at  a  November.  under  the  direction  of  Francois  Josef 

kipal  election,  they  gathered  along  a  The  Bagatelle  garden  staff  first  Belanger,  the  last  of  the  big-league 

[fectory  table  decked  out  in  spiral-  counts  the  number  of  flowers  (one  ancien  regime  architects,  and  deliv- 
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1N0MY  TIP(PLE)S. 


FURTHER 

CONSIDERATIONS  LATELY 

RECEIVED. 


z  At  times 


/— — '  such  as  these, 

it  behoves  us  all  to  practise 
frugality.  Here  is  a  useful 
tip  sent  to  us  by  MRS 
DOORBARR  of  Newcastle 
under  Lyme. 

'When  I  give  my  husband  his 
Macallan  Malt  Whisky,  he  likes  to 
drink  it  neat,  savouring  its  mellow 
sherry-oak  tones  and  flavours.  But 
when  I  announce  that  the  bottle  is 
empty,  he  asks  "Have  you  thrown  it 
out?"  "Yes,"  I  answer.  "It's  too  good 
to  waste,"  says  he.  "Get  it  out  of  the 
bin  and  swill  in  a  little  water.  There's 
a  dram  to  be  squeezed  from  it  yet." 


When  seemingly  empty, 
'  lie  The  Macallan  bottle 
on  its  side.  A  surprising  amount  can 
gather  here.  Tilt  gently  forward  and 
ease  the  residue  into  your  glass. 

Rest  exhausted  bottles, 
'  with  corks  on,  upside 
down,  in  old  flowerpots  or       ]f      ,jj| 
similar  containers.  Every  6      i    \m 
months  or  so,  moisten  tongue 
with  cork  to  recall  golden  days. ' 

Any  other  economy 
notion  you  may  have  will 
be  welcomed  at  the  Distillery.  Those 
we  publish  will  be  rewarded  with  an 
Economy  Size  bottle  (50  ml.)  of  12 
year  old  The  Macallan  to  tip  at  will. 

THE  MACALLAN. 

THE  SINGLE  MALT 

SCOTCH. 

Sole  U.S.A.  Distributor.  Remy  Amerique.  Inc  . 
NY.  NY  Scotch  Whisky  86  Proof.  43<?r  Ale. /Vol.  ©  1995 


ered  the  storybook  chateau  on  time 
at  the  ultimate  cost  of  2,000,000 
livres.  Marie  Antoinette  saw  the 
completion  of  the  garden  in  1786, 
seven  years  before  she  herself  was 
deadheaded  in  1793. 

Bagatelle  suffered  little  damage 
during  the  Revolution  and  fell  into 
the  hands  of  immensely  rich  English 
Francophiles.  The  last  of  these, 
Richard  Wallace,  left  it  to  his  widow, 
who  left  it  to  her  immensely  fat  male 
secretary,  who  was  in  love  with  Lady 
Sackville,  who  sired 
Vita  Sackville-West, 
who  recalled  hang- 
ing garlands  on  the 
stone  nymphs  in 
the  grottos.  The 
gelatinous  secretary 
ultimately  sold 
Bagatelle  to  the  city 
of  Paris  in  1905,  and 
construction  was 
then  begun  on  the 
present  rose  garden. 
From  the  outset 
Bagatelle  was  devot- 
ed to  the  cultivation 
of  modern  roses, 
and  the  Rose  Trials 
began  in  1907. ' 

Not  even  world  wars  have  inter- 
rupted them  and  the  solemn  work 
of  their  judges.  Suspense  was 
mounting  as  the  judges,  exhausted 
from  the  morning's  sniffing, 
returned  to  the  Orangerie.  Would  it 
be  the  seductive  Colette  Thurillet,  a 
hybrid  pink  tea  as  deep-throated  as 
its  literary  namesake?  Would  it  be 
the  perky  Mic  Mac,  a  pink-and- 
yellow  shrub  rose  as  two-toned  as  a 
Fifties  sedan?  Would  a  dark  horse, 
the  elusive  Poustinia,  a  classy,  pale 
pink  floribunda  with  power  to 
spare,  ride  to  victory? 

A  stage  surrounded  by  topiary 
columns  and  festooned  with  roses 
had  been  installed  during  lunch  for 
the  award  ceremony.  Eric  Defretin 
held  each  rose  aloft  like  a  torch  as  the 
breeders  stepped  up  to  the  stage  to 
claim  their  prizes.  Reflecting  market 
trends  that  emphasize  practicality 
over  pure  aesthetics,  a  commoner 
took  the  throne.  The  gold  medal  was 


awarded  to  Golden  Nugget,  a  versa- 
tile yellow  shrub  rose  hybridized  by 
Interplant,  the  Netherlands  rose- 
producing  giant.  (A  rather  modest- 
looking  champion  if  you  ask  me,  but 
who  am  I  to  say?)  Second  prize  was 
awarded  to  a  pink  groundcover  bred  || 
by  Germany's  Hans-Jurgen  Everail 
called  Satina.  (Can  Satina  sheets  be 
far  behind?)  And  after  all  that  careful 
sniffing,  to  the  audible  disappoint- 
ment of  the  judges,  no  award  was 
given  for  fragrance. 


Caddj 

lesemfc 

!o«;'-(i 


Ay,  there's  the  (sh)rub:  "In  the  distance  lay  the  rose  garden 
at  peak  bloom,  a  Monet-esque fantasy " 


Apparently,  just  because  the  com-i 
petition  is  officially  over,  people! 
don't  stop  being  judges.  I  would 
have  thought  that  the  sight  of  4i 
splendid  buffet  and  the  prospect  of: 
unlimited  Champagne  would  have 
taken  my  wife's  mind  off  the  flowers. 
It  certainly  did  mine.  But  no.  Glass- 
es in  hand,  Charlotte  Frieze  and 
Stephen  Scaniello  strolled  back  tor 
center  court  to  inspect  the  winners' 
in  the  golden  afternoon  light.  Their 
conversation  ranged  from  wonder- 
ing how'the  roses  would  fare  iri 
America,  to  worrying  about  mildew 
in  damper  climates,  to  complaining 
about  the  lack  of  fragrance,  to 
remarking  on  the  incredible  prolifer- 
ation   of   blossoms.    Not    ever 
Gertrude  Stein,  I  think,  could  have 
diverted  them.  • 


Peter  C.  Jones,  a  writer  anc 
president  of  High  Tide  Press,  lives  M 
New  York. 
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KNOW  YOUR  ROSES! 

Hybrid  Teas — three  to  five  feet; 
the  Rolls  Royce  of  roses,  lots  of 
class  but  a  bit  staid;  flowers  are 
large,  beautifully  proportioned 
and  often  fragrant. 

Grandiflora — five  to  eight  feet;  a 
Caddy  limo  that  can  closelv 
resemble  a  hybrid  tea;  flowers  are 
long-stemmed,  singly  or  in  clus- 
ters; like  your  limo,  they  add  a  cer- 
tainje  ne  sais  qnoi  to  the  driveway. 

Floribundas — three  to  five  feet;  a 
BMW  known  for  its  neat,  com- 
pact habits;  these  roses  are  born  in 
clusters  of  several-to-many  flow- 
ers; built  low  to  the  ground  they 
corner  well  in  low  borders. 

Climbing  Roses — 10  to  30  feet;  a 
Porsche  for  social-climbing  gar- 
deners, who  will  be  amazed  to 
discover  that,  like  their  motorcar, 
these  vigorous  roses  are  more  than 
a  mere  status  symbol. 

Ramblers — 10  to  40  feet  with  a 
spread  of  up  to  50;  no  longer  man- 
ufactured in  Detroit  because  it  is 
usually  a  no-repeat  bloomer,  this 
classic  arching  rose  rambles  in 
large  trees  (such  as  apple)  or  cov- 
ers unsightly  buildings  (such  as 
your  neighbor's  house). 

Miniature  Roses — six  to  18  inch- 
es; unlike  miniature  golf  where 
you  get  the  green  but  not  the  fair- 
way, this  perky  Honda  Civic  is  in 
all  respects  (foliage,  buds,  flowers) 
a  pint-size  version  of  larger  roses, 
perfect  for  the  garden. 

Shrub  Roses — two  to  nine  feet;  a 
Ford  Bronco;  known  as  roses  for 
the  masses,  these  are  sometimes 
called  "Clinton  Roses"  because 
they  can  grow  as  wide  as  they  are 
tall  and  are  useful  when  hedging. 

Ground  Covers — 10  to  18  inches; 
a  Mustang  known  for  dense,  low 
growth  that  is  designed  to  prevent 
yupsters  who  like  to  hit  the 
ground  running  from  doing  so  in 
bare  feet. 


THE  PLAYFUL  SIDE  OF  PARADISE. 

Eat.  Drink.  Play  (tennis  &  golf  schools  plus  a  championship  course).  Swim.  Dance.  Sail.  Scuba. 
Snorkel.  Horseback  riding.  Disco.  Exercise.  Don't  exercise  (this  is  your  vacation,  not  ours).  And  chill  out 
because  absolutely  everything  at  Jamaica  Jomaica  is  included  in  one  single  price.  No  tipping  allowed. 

SuperGubs 

Vi\e  Caribbean's  Onhj  Super-Inclusive"  Resorts. 
For  0  complete  brochure  or  more  information,  call  your  travel  ogent  or  SuperClubs  toll-free  at  1-800-859-SUPER/Ext.  330. 


For  complete  store  listing  and  illi  len  Shoe  Company,  Dept.  31  5F,  Middleborough,  MA  02346,  1-800-325-4252. 
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ONE  CAN  SEE  MORE  CLEARLY 
THAN  WHEN  LOOKING  INTO 
THE  EYES  OF  A  CHILD.  YOU  CAN 
SEE  THERE  THE  IMPORTANCE  OF 
FINDING  CURES  TO  ILLNESSES 
THAT  SHADOW  THE  LIFE  THAT 
LIES  AHEAD. 

Glaxo 

Research  &  Medicines 

AT  GLAXO,  WE  MAKE  MEDICINES. 
BUT  OUR  REAL  JOB  IS  TO  FIND 
THEM.  AND  OUR  SEARCH 
CONTINUES.  RELENTLESSLY. 
UNCEASINGLY.  THROUGHOUT 
THE  GLAXO  NETWORK  OF 
SCIENTISTS  COMMITTED  TO 
FINDING  ANSWERS.  AND 
MEDICINES.  AND  KEEPING  THE 
LIGHT  IN  THE  EYES  OF  OUR 
CHILDREN. 


"Once  you  understand  the  basic  swing,  it's  just  a  matte 
of  adapting  it  to  different  situations  " 


David  Leadbetter 


Whether  it's  the  proper  routing  of  the  full 
swing,  or  escaping  a  deep  greenside  bunker, 
David  Leadbetter  has  always  had  a  unique 
ability  to  help  golfers  visualize  and  master 
the  proper  technique. 

His  gift  as  a  communicator  and  his 
adaptability  make  Leadbetter  one  of  golf's 
most-sought-after  teachers.  His  student  list 
includes  many  of  the  world's  top  players 
because  instead  of  shaping  the  golfer  to  fit 
the   game,    he   shapes   the   game   to   fit 


the  golfer.  For  Leadbetter,  golf  instructi ! 
is   more  art  than  science.  "When  I  first  I 
someone,"  he  says,  "I  have  a  vision  of  how 
like  to  see  that  person  play.  Everything  I 
works  toward  that." 

For  a  master  teacher  who  has  devoted  li 
career  to  helping  golfers  build  consister. 
dependable  swings,  it's  hardly  surprising  tl 
he  has  long  favored  a  timepiece      \\I// 
remarkable  for  its  consistent  ^ 

s|     performance.  Rolex.  ryt]l  I  i  Ti   | 
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Rolex  Oyster  Perpetual  Day-Date  Chronometer  in  18kt  gold  unth  matching  concealed  clasp  President  bracelet. 

Write  for  brochure  Rolex  Watch  US  A ..  Inc.,  Dept   535  .  Rolex  Building.  665  Fifth  Avenue,  New  York,  NY  10022  5383 

Rolex.  #,  Oyster  Perpetual,  Day-Date  and  President  are  trademarks 


I  sat  in  the  sunny  clubhouse  at  the  famed  Stadium  Course  at 
PGA  West  one  morning  last  fall,  and  listened  while  one  of  the 
young  executives  of  KSL  Recreation  Corp.  explained  to  me  how  his 
company  had  acquired  the  assets  of  PGA  West,  that  expansive 
resort  real  estate  community  in  La  Quinta,  California,  once  the 
centerpiece  of  the  far-flung  Landmark  Land  empire. 
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Landmark,  of  course,  had  fallen 
afoul  of  the  savings  and  loan  crisis, 
and  most  of  its  assets — in  the  form 
of  six  golf-oriented  properties — were 
eventually  auctioned  off  at  the  end  of 
1993  by  the  Resolution  Trust  Corp. 
KSL  did  some  fancy  footwork  at  that 
auction,  bidding  on  some  of  the 
other  Landmark  properties,  even 
though  it  onlv  coveted  PGA  West 
and  La  Quinta. 

In  the  end,  KSL  paid  $140  million 
for  PGA  West  and  $136.4  million  for 
the  La  Quinta  Resort.  KSL  also 
ended  up  with  South  Carolina's 
Kiawah  Island  resort,  which  it  deftly 
handed  off,  for  $45.1  million,  to  the 
AMF  Companies,  which  had  been 
one  of  its  bidding  partners. 

As  someone  who  had  always  had 
trouble  with  plane  geometry,  my 
head  began  to  spin  after  a  while  at  all 
this  talk  of  bidding  strategies  and 
flying  dollars,  and  I  found  myself 
asking,  silently,  but  what  does  this 
have  to  do  with  golf? 

As  it  turns-out,  quite  a  bit. 

That  golf  has  become  big  business 
will  be  a  revelation  to  no  one.  The 
annual  sales  of  clubs,  balls,  shoes  and 
shirts  runs  to  billions,  and  has  given 
birth  to  some  of  Wall  Street's 
shootingest  stars  in  recent  years. 

But  companies  like  KSL  are 
beginning  to  take  a  look  at  the  busi- 
ness of  golf  courses  themselves,  with 
a  new  appreciation  for  the  profits 
and  cash  flow  that  such  facilities  rep- 
resent. The  days  of  a  typical  private 
country  club,  owned  by  the  member- 
ship and  operated  by  an  elected  com- 
mittee of  officers  for  the  general  fun 
and  fellowship  of  all,  are,  if  not  passe 
quite  yet,  certainly  doomed. 

The  question  which  remains  to  be 
answered  is,  is  this^ood  or  bad  for 
golf-  Will  there  be  a  net  gain  or  loss 
as  we  transform  our  golf  courses  into 


corporate  entities?  Will  country 
clubs  become  profit  centers  at  the 
cost  of  losing  their  value  as  respites 
from  the  rest  of  the  world? 

While  KSL  is  just  one  of  several 
players  in  this  new  industry,  it  should 
be  of  no  surprise  that  the  company  is 
enamored  of  sophisticated  financial 
instruments.  The  "K"  in  KSL  is  the 
wily  and  well-known  Wall  Street 
investment  brokerage  firm  of 
Kohlberg  Kravis  Roberts.  The  other 
partners  are  Mike  Shannon  and 
Larry  Lichliter,  both  of  whom 
helped  build  Vail  Associates,  the  jug- 
gernaut of  the  ski  business. 

What  is  most  significant  in  KSL's 
entry  in  the  golf  course  ownership 
business  (the  company  has  also 
acquired  the  venerable  Doral  Golf 
Resort  &  Spa  in  Miami  and  has  an 


The  Golf  Bag 

80%  ownership  position  in  The  Fair-  ^^  ^*"""^ 

ways  Group,  a  Virginia-based  opera- 


tor of  private  and  daily- fee  courses 
on  the  Eastern  seaboard),  is  that  it 
viewed  the  seven  golf  courses  in  the 
Palm  Springs  desert  as  the  main  part 
of  the  deal.  They  were  more  impor- 
tant than  the  allure  of  owning  the 
fabulous  La  Quinta  Resort,  getaway 
for  movie  stars,  or  the  millions  of 
dollars  of  potential  real  estate  sales 
on  the  dusty,  scorpion-infested  lots 
alongside  the  fairways.  To  compa- 
nies like  KSL,  a  golf  course  is  itself  a 
money-making  asset,  not  just  an 
amenity  to  be  used  to  attract  buyers. 
"Golf  used  to  be  viewed  as  land- 
scaping," Mike  Shannon  says.  "It 
was  one  of  the  amenities  around 
which  people  built  homes.  Today, 
the  emphasis  is  on  guest  service  more 


Golf  Inc.: 

the  war  for 

golfs  soul 


By  James  Y.  Bartlett 
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wandering  cartoon  characters  ration  of  America  has  done  the  san 

and  nurseries  for  children,  and  thing,  working  instead  mainly  wi 

even  a  tour  and  travel  agency  on  private  clubs  of  various  kinds, 
site  to  help  re-book  the  flight  David  G.  Price,  chairman  ar 

home.  Does  this  mean  we  can  CEO  of  American  Golf  Corr 

expect  Disney  characters  to  be  recalls  that  when  he  took  over  tl     lteC] 

prancing  in  the  rough  at  the  Yorba  Linda  Country  Club  in  Yorl     ;•! 

Stadium  Course  at  PGA  West,  Linda,  California,  27  years  ago,  "V 

or  see  the  ninth-hole  snack  hut  didn't  know  what  the  hell  we  we 


than  condo  development.  We're  in 
the  memory  business:  if  the  golfer 
enjoys  himself  here,  hopefully  he'll 
want  to  own  that  experience  forever. 
For  decades,  real  estate  developers 
just  didn't  understand  the  experience 
of  golf  and  how  important  it  is." 

In  fact,  in  its  first  year  of  owner- 
ship at  PGA  West,  KSL  spent  the 
vast  majority  of  its  time  and  effort 
on,  as  the  executive  said,  "maximiz- 
ing the  assets" — the  seven  golf 
courses — and  relatively  little  on  real 
estate  development.  It  also  had  to  do 
some  fast  tap  dancing  with  the  1,700 
or  so  members  of  the  club,  a  group  of 
whom  had  tried  to  put  together  a 
financial  package  to  buy  the  place  for 
themselves. 

Despite  some  ruffled  feathers, 
KSL  has  managed  to  keep  almost 
everyone  happy, 
switching  one 
resort  course  to 
private  and  one 
private  course  to 
the  resort,  and 
beginning  work  on 
a  brand-new  Tom 
Weiskopf-designed 
course  to  be  for 
members  only. 

In  many  ways, 
Shannon  is  export- 
ing some  of  the 
same  tactics  that 
helped  make  Vail  a 
success  in  the 
competitive  ski 
business.  Just  one  mountain  in  a  state 
filled  with  great  ski  hills,  Vail  differ- 
entiated itself  by  becoming  more 
things  to  more  people:  in  addition  to 
well-groomed  ski  trails,  Vail  offered 
fine  restaurants,  sophisticated  shops, 


replaced  by  a  chic  California 
cafe  serving  angel  hair  pasta 
with  sun-dried  tomatoes? 
Hardly.  But  Shannon  knows  that 

if  his  customers,  whether  a  PGA 

West  member,  a  guest  of 

the  La  Quinta  Resort  or 

just  a  drive-by  golfer,  are 

going  to  continue  to  pay 

up  to  $200  to  play  a  round 

of  golf  on  the  Stadium 

course,  they're  going  to 

have  to  feel  like  they  got 

their    money's    worth. 

That  means  adding  value 

to  the  golfing  experience 

with   everything  from 

valet  parking  to  good 

quality  range  balls  to  fre- 
quent visits  from  the  bev- 
erage cart  to  angel  hair 

pasta    with    sun-dried 

tomatoes  for  lunch  after 

the  round.     * 


doing! 

But  he  did  know  that  somethii 
was  wrong  in  golf  management.  Pi 
vate  clubs  were  run  by  committees 
the  members  on  a  part-time  basi 
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(From  top)  The  Dora/  Blue  Monster; 

the  Stadium  Course  at  PGA  West;  and  the 

Mountain  Course  at  La  Quinta.  Will 

corporate  ownership  spoil  these  splendid  tracks; 


And,  a  golf 
course  kept  in 
top  condition, 
with  fast  greens, 
raked  bunkers 
and  good  grow- 
ing grass  every- 
where. 

This  formula 


and  public  courses  were  run  larg< 
by  municipalities'  parks  and  rec 
ation  departments. 

"All  we  started  doing  was  runni 
a  golf  course  like  a  business,"  Pri 
says.  "We  started  budgets,  a 
upgraded  customer  service,  ^ 
trained  employees  and  we  put  m 
agers  in  place  to  manage.  We  fou 
out  that  golf  professionals,  for  exar 
pie,  were  good  at  some  things,  li 
teaching  golf  and  interacting  wi 
people,  but  were  not  good  at  runni 
value  to  the  golf  food  and  beverage  operations,  doi 
experience  for  marketing  or,  God  forbid,  accour 
years,  and  have  ing!  So  we  put  operations  people 
made  millions  operations  jobs,  with  everythi 
doing  so.  The  from  the  pro  shop  to  members!) 
Santa  Monica-based  American  Golf  sales.  And  even  though  we  did 
Corp.  has  largely  focused  on  buying,  quite  know  what  we  were  doing, 1 
leasing  and  operating  public,  munic-  stumbled  into  a  formula  that  workt 
ipal  and  daily-fee  courses  and  I'd  like  to  take  credit  for  bein£ 
upgrading  them  for  fun  and  profit;  genius,  but  I  can't!" 
while  the  Dallas-based  Club  Corpo-  Still,  something  must  ha 


is  not  a  new 
one.  Two  other 
companies  have 
been    adding 
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'Arorked,  because  American  Golf  With  its  management  expertise 

':oday  operates  more  than  190  golf  and  immense  purchasing  power  in 

rourses  nationwide.  The  bulk  of  that  everything  from  triplex  mowers  to 

Is  in  daily-fee  courses  and  resorts,  french  fryers,  ClubCorp  can  quick- 

Ijut  American  Golf  is  moving  into  ly  turn  deteriorating  situations 

irivate  club  management  as  well.  around. 

That  ground  had  been  pretty  much  But  ClubCorp  is  far  from  being 

le  territory  of  ClubCorp.,  which  has  just  the  bloodless  Wal-Mart  of  the 

lated  total  assets  of  $3  billion  and  golf  business.  Several  years  ago,  the 


nual  revenues  of  $1.2  billion.  The 

mpany  owns  or  manages  more  than 
,50  private  country  clubs,  city  athletic 

ubs,  dining  clubs,  golf  resorts  and 

ublic  courses.  It  all  began  in  1957 
en  company  founder  Robert  Ded- 

an,  a  young  Dallas  lawyer,  decided 
:o  build  the  Brookhaven  Country 

lub.   He   offered   memberships 
or  just  $280,  despite  the  fact  that 

e  going  rate  at  the  fancy  Dallas 

ountry  Club  across  town  was 

0,000. 
By  running  his  club  wisely, 

'edman's  enterprise  flourished, 

nd  today  Brookhaven,  with 
ome  5,000  members,  is  one  of 

ie  world's  largest  private  clubs. 
"Most  clubs  are  managed  like 
nobody's  business,  because  they 
are  nobody's  business,"  Dedman 

kes  to  recite.  "What  does  an 
1  amateur  golfer  who  serves  on  his 
club's  committee  know  about 
soft-goods  sales  or  agronomy? 
They're  only  guessing  when  it 
comes  to  making  important  deci- 
;  sions  in  running  their  club." 

Dedman  instituted  common  poli- 
cies and  procedures  at  all  his  clubs, 
including  using  the  same  financial 
■report  for  every  ClubCorp  facility. 

We  know  if  electricity  payments  at  a 
club  have  increased  year  to  year,"  he 
said.  "And  if  so,  we  want  an  explana- 
tion. By  keeping  a  numerical  score  in 
'  every  department,  you  don't  kid 
lyourself  with  adjectives.  It's  like  golf: 
•Vhen  a  professional  finishes  a  round, 
the  only  thing  that  determines  how 
he  did  is  a  number,  and  lowest  num- 
ber wins.  It's  that  simple." 

ClubCorp  has  made  a  killing  pick- 
ing up  after  real  estate  developers  in 
the  last  40  years  who,  once  the  lots 
are  sold,  either  neglect  the  golf  course 
and  club  or  turn  it  over  to  the  mem- 
bers, those  ill-informed  amateurs. 


Ml 


company  acquired  and  resuscitated 
the  historic  Pinehurst  Resort  6c 
Country  Club  in  North  Carolina, 
and  two  years  ago  agreed  to  bail  out 
the  Ingalls  family,  four-generation 
owners  of  The  Homestead  resort  in 
Hot  Springs,  Virginia. 

In  a  scenario  that  is  likely  to  be 
repeated  again,  the  family  just  didn't 


Some  Wharton-trained genius  uoiU 

come  up  with  the  realization 

that  all  the  bunkers  on  his  course  are 

of  different  shapes  and  sizes. 

Why  not  make  them  all  of  a  shape 

that's  not  only  uniform, 

but  one  that  can  be  quickly  and 

efficiently  raked  every  morning? 


have  the  resources  available  to  keep 
the  aging,  vastly  sprawling  and  his- 
toric old  place  competitive. 

ClubCorp  does. 

One  can  expect  the  corporate- 
ization  of  golf  to  continue  apace  for 
years  to  come.  There  are  some 
14,000  golf  courses  in  the  land,  and 
as  David  Price  observes,  "There  are 
probably  several  hundred  hotel 
management  firms,  but  maybe  less 
than  20  golf  course  management 
companies.  The  industry  is  in  its 
infancy." 

ClubCorp  is  looking  abroad  for 
new  management  and  ownership 
opportunities.  And  Mike  Shannon 
says  KSL  Recreation  continues  to 
"pursue  selectively  new  opportuni- 
ties in  destination  resorts,  looking 
for  economic  downturns  and 
opportunities  to  purchase.  We're 
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settlers,  not  pioneers.  The  pioneers 
get  to  dodge  the  arrows,  the  settlers 
end  up  with  the  land." 

And  what  do  we  golfers  get?  Well, 
the  rising  tide  of  increased  competi- 
tiveness among  golf  courses  at  all 
price  points  should  mean  better-con- 
ditioned tracks,  better-run  opera- 
tions and  more  frequent  appearances 
by  the  beer-cart  lady. 

On  the  other  side  of  the  coin,  one 
can  expect  an  ever-increasing 
upwards  creep  of  the  greens  fee,  as 
more  and  more  "maximizing  the 
assets"  takes  place. 

And  there  is  a  nagging  little  voice 
at  the  edge  of  the  psyche,  saying  that 
with  the  bean-counters  in  charge, 
there  will  be  a  drift  towards  stan- 
dardization in  the  game,  with  a 
very  commensurate  sacrifice  of 
personality  and  character. 

After  all,  Pebble  Beach  is  not 
Oak  Hill;  The  Broadmoor  is 
different  from  La  Costa.  Here  is 
the  danger:  as  a  growing  army  of 
MBAs  marches  into  pro  shops 
around  America,  demanding 
better  bottom-line  results  each 
quarter,  some  Wharton-trained 
genius  will  come  up  with  the 
brilliant  realization  that  all  the 
bunkers  on  his  course  are  of  dif- 
ferent shapes  and  sizes.  Why 
not  make  them  all  of  a  shape 
that's  not  only  uniform,  but  one  that 
can  be  quickly  and  efficiently  raked 
every  morning?  The  Wharton  guy 
will  do  a  color  pie-chart  showing 
tremendous  savings  in  man-hours 
per  week,  and  get  approval  to  stan- 
dardize the  bunkers.  After  six 
months  of  increased  man-hour  effi- 
ciencies, the  policy  will  be  extended 
to  all  courses  in  the  region,  and  then, 
once  the  regional  vice  president  wins 
promotion  to  the  national  headquar- 
ters, every  golf  course  in  the  corpo- 
rate realm  will  have  the  same  shape 
and  size  bunkers,  which  can  be  raked 
out  in  48.7  seconds  each. 

And  then  some  Ph.D.  will  posit 
that  by  increasing  the  diameter  of  the 
hole  to  six  inches,  approximately  42% 
more  putts  will  be  made,  thereby 
shortening  the  time-per-round  co- 
efficient and  allowing  an  additional 
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Now  for  the  first  time  ever! 


Get  More  Of  A  Workout  In  Less 

Time  —  On  The  New  StrengthAerobics 

Exerciser  From  NordicTrack. 
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A  StrengthAerobics  exerciser 
gives  you  both  a  strength  and 
total-body  aerobic  workout, 
which  experts  recommend  for 
more  balanced  fitness. 

This  revolutionary  fitness 
machine  starts  by  exercising 
both  your  upper  and  lower 
body  in  a  continuous,  natural 
motion.  This  gives  you  a  total- 
body  aerobic  workout  — 
the  most  effective  way  to 
strengthen  your  cardio- 
vascular endurance 

Next,  ergonomically 
designed  arm  poles, 
bolstered  by  patented 
twin-cam  adjustable  resistance, 
provide  vital  strength  conditioning 
for  your  upper  body  where  65% 
of  your  muscles  are  located. 


STRENGTH  aerobics 
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A  StrengthAerobics"'  exerciser 
shapes  and  tones  your  mus- 
cles, builds  your  endurance 
and  cardiovascular  fitness, 
boosts  your  energy,  and 
burns  calories  and  sheds 
weight.  And  you  can  do 
it  so  effectively,  efficiently 
and  quickly  —  it's  unlike 
any  other  in-home  fitness 
machine  you  can  own! 

Choose  from  three  models  — 

Skier  (shown),  Treadmill  or 

Multi-Trainer. 

The  World's  Most  Dynamic 
Total-Body  Exerciser! 

Call 

1-800-441-3405 

Ext  U3KC5 

or  write: 
NordicTrack  StrengthAerobics,  Depl.  U3KC5 
104  Peavey  Road,  Chaska,  MN  55318-2355 

Best  of  all,  it's  from  NordicTrack, 
A  CML  Company. 
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seven  foursomes  per  day  to  tee  ofi 

And  so  on. 

Okay,  perhaps  I  sound  like  a 
emotional  Luddite  inveighing  againsl, 
the  onslaught  of  the  Industrial  Revo- 
lution, and  perhaps  we  will  nevei 
hear  the  loudspeaker  at  the  golf 
course  blaring  out  "Attention  K-Mart 
golfers... there's  a  hole  open  on  Aisle 
Four!"  Perhaps  the  new  corporate 
wave  will  only  bring  greater  efficien- 
cies to  our  game,  and  not  the  loss  oi 
the  individuality  that  lies  at  its  heart. 

But,  what  if  "maximizing  the 
assets"  means  different  things  at  dif- 
ferent times? 

All  the  statistics  seem  to  indicate 
that  golf's  explosive  growth  shows  no 
sign  of  slowing  down  anytime  soon. 
Yet,  Mike  Shannon,  David  Price  and 
Bob  Dedman  all  agree  that  the 
National  Golf  Foundation's  oft-tout- 
ed standard  that  we  need  to  open  a 
golf  course  a  day  for  the  rest  of  the 
century  to  keep  up  with  growing 
demand  is  so  much  balderdash.  In 
fact,  the  Golf  Inc.  executives  say,  ini;  ■■} 
many  parts  of  the  country  golf  is  in 
grave  danger  of  being  over-built. 

If  that  is  so,  and  there  is  no  real 
reason  to  think  it  isn't,  who  would  be 
less  hesitant  to  make  the  decision  to 
plow  up  the  fairways  of  the  ill-used 
Gentle  Zephyr  CC  for  either  condos 
or  soy  beans:  the  executive  vice  presi- 
dent of  Golf  Inc.  or  the  elected  boardtj  ^.L 
of  the  club?  And  while  maybe  Gende 
Zephyr  will  be  missed  only  by  its  400 
members,  who  would  not  feel  pain  at 
the  loss  of  Pinehurst  No.  2,  Upper 
Cascades,  the  West  course  at  Hershey 
CC,  or  Doral's  Blue  Monster? 

And  was  that  a  tone  of  wistfulness 
I  heard  when  Mike  Shannon  talked 
about  the  pioneers  of  skiing,  those 
who  woukd  strap  their  skis  to  their 
backs,  hike  up  a  mountain,  have 
lunch  from  their  rucksack  and  swoop 
down?  He  compared  that  to  today's 
skiers  who  enjoy  computerized  ski 
lifts,  well-groomed  slopes  and 
gourmet  restaurants. 

But  who,  I  wonder,  had  the  most 
fun?  • 
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James  Y.  Bartlett  tends  to  like 
things  just  the  way  they  are. 


■  can 


You've  just  heard  that  you've  got  only  24  hours  to  come  up 
with  a  competing  bid  for  a  big  contract;  the  guy  ahead  of  you  at  the 
ank's  ATM  is  painstakingly  going  through  his  financial  transac- 
:ions  for  the  last  three  weeks  in  four  different  accounts;  your  first 
>erve  on  a  match  point  at  the  club's  tennis  round-robin  just  went 
3ver  the  fence;  your  spouse  is  complaining  that  you  two  never  go 
nit  anywhere  anymore.  And  that's      instance,  a  lion  has  just  taken  a  large 


\h 


ust  today's  woes. 

It's  the  world  of  stress,  a  much 
ralked  about,  widely  lamented,  but 
intil  now,  little  understood  part  of 
:he  human  condition.  Gallons  of  ink 
nave  been  spent  discussing  stress  on 
he  job,  stress  at  home,  stress  in  rela- 
tionships, and  the  toll  it  takes  on  the 
numan  mind,  body  and  soul.  An 

1    equal  amount  of  verbiage  has  been 

1  ledicated  to  prescribing 
dealing  with  stress  by 
;liminating  it,  by  calm- 
ng  down,  chilling  out  or 
getting  mellow. 

Yet  while  new  re- 
search shows  that  stress  can  indeed 
ay  waste  to  your  vitals,  other  studies 
suggest  that  the  cure  for  stress  may 
hot  necessarily  be  simply  ratcheting 
pour  brain  down  to  a  notch  just 
ibove  a  blissful  stupor.  For  not 
everyone  suffers  the  slings  and 
arrows  of  outrageous  fortune  in  the 
;ame  way.  Some  people  actually  like 
stress:  the  same  stressful  situation 
that  produces  a  foggy  brain  and  lead- 
en legs  in  some  can  be  an  invigorat- 
ing tonic  to  others,  focusing  the 
mind  and  revving  the  bodv.  The  dif- 
ference between  rising  to  the  occa- 
jsion — having  what's  called  the  "chal- 
lenge response" — and  having  the 
"choking"  or  "tanking"  response  that 
numbs  mind  and  body  has  a  lot  to  do 
with  a  person's  biochemistry,  argue 
scientists.  The  precise  mix  of  that 
jbiochemical  cocktail  is  partly  depen- 
dent on  one's  parents,  partly  on 

■experiences,  and  ultimately,  on  one's 
ttitude.  But  most  important,  it  can 
e  changed:  when  the  going  gets 
ough,  it  appears,  the  tough  actually 
;et  tougher. 

Stress  is  nature's  way  of  putting 

our  body  on  red  alert — something 

that  can  come  in  handy  if,  for 


chunk  out  of  your  backside.  Your 
body  responds  to  these  kinds  of 
calamities  with  a  one-two  punch:  the 
adrenal  gland,  which  sits  atop  the 
kidneys,  pumps  epinephrine  and 
norepinephrine  (nee  adrenaline)  into 
your  body,  giving  it  turbopower  by 
increasing  heart  rate,  releasing  sugar 
into  the  blood  stream,  and  firing  up 
the  muscles  to  get  out  of  there.  The 


Second  Opinion 


second  response  involves  a  different 
part  of  the  adrenal  gland,  and  it 
spews  out  a  different  hormone  called 
Cortisol.  Cortisol  has  a  longer  effect 
and  helps  boost  a  person's  endurance 
by  releasing  sugars  in  the  body.  Cor- 
tisol has  a  psychological  effect,  too: 
studies  show  that  people  injected 
with  the  hormone  become  more 
tense  and  anxious.  Both  kinds  of 
stress  responses  evolved  over  the 
eons  to  perform  a  useful  role 
depending  on  the  circumstances, 
says  psychologist  Richard  Dienstbier 
of  the  University  of  Nebraska.  The 
first  reaction  is  dandy  for  a  hard- 
charging,  breakneck  sprint  across  the 
savannah.  The  second,  panic-filled 
reaction  can  be  helpful  if  you  are  a 
rabbit  who  smells  a  fox,  for  instance, 
and  must  stay  quietly  and  intensely 
vigilant  to  the  impending  danger  for 
a  long  time — even  though  the  fox 
can't  be  seen  or  heard. 

Like  someone  who  must  suddenly 
cash  in  his  life  savings  to  pay  off  a 
gambling  debt,  these  biochemical 
shock  treatments  in  response  to 
stress  divert  the  body's  resources 
away  from  normal  activities  and  con- 
centrate them  on  what's  needed  to 
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deal  with  the  trouble  at  hand.  Blood 
vessels  constrict,  raising  blood  pres- 
sure to  feed  hungry  muscles  with 
oxygen;  blood  is  also  diverted  from 
more  pedestrian  activities  such  as 
digesting  food;  and  the  immune  sys- 
tem downshifts  into  low  gear.  But 
like  the  unfortunate  who  must  spend 
his  life  savings  in  an  emergency,  the 
body,  too,  pays  a  dear,  long-term 
price  for  its  hormonal  binge.  Pro- 
longed stress  can 
make  your  guts  go 
crazy,  stunt  your 
growth,  raise  your 
blood  pressure, 
screw  up  your  sex 
life  and  eat  away  at 
your  brain.  It  can 
lead  to  anxiety  and 
depression. 

Because  stress 
suppresses  the 
immune  system,  it 
can  also  make  you 
sick.  In  one  recent 
study,  for  instance, 
couples  were  asked 
to  come  into  a  labo- 
ratory and  try  to 
resolve  a  long- 
standing dispute  in 
their  relationship. 
Monitoring  the 
blood  of  the  participants  over  24 
hours,  scientists  found  that  the  more 
stressful  the  argument,  the  more 
both  people's  immune  system  abili- 
ties dropped.  Studies  show  that  peo- 
ple under  great  stress  are  more  sus- 
ceptible to  colds  and  other  maladies, 
and  scientists  also  have  uncovered  a 
link  between  high  stress  and 
increased  growth  rates  of  cancer. 


performed  the  best  jumps  had  high 
levels  of  stress  hormones — but  only 
of  the  adrenaline  variety,  indicating 
they  had  a  "challenge"  response  to 
the  jump;  their  Cortisol  hormone  lev- 
els were  low.  Conversely,  those  sol- 
diers at  the  bottom  of  the  class  who 
jumped  poorly  were  found  to  have 
high  levels  of  Cortisol  in  their  blood, 
reflecting  an  anxiety-filled  "tanking" 
or  "choking"  response.    Similar 
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The  difference  between  rising  to  the  occasion — having  what's  called  the 

challenge  response" — and  having  the  "choking"  or  "tanking"  response  that 

numbs  mind  and  body  has  a  lot  to  do  with  a  person 's  biochemistry. 


results  have  been  found  in  students 
taking  crucial  exams  for  their  studies 
and  in  U.S.  military  in  basic  training. 
Studies  of  our  primate  cousins 
suggest  that  part  of  how  one 
responds  to  stressful  situations  is 
rooted  in  the  genes.  In  his  research 
on  monkeys  at  the  National  Institute 
of  Child  Health  and  Human  Devel- 


keys  typically  are  the  offspring  ofj 
those  parents  in  the  group  who  arel 
also  uptight.  Yet  genetics  is  not  nec-j 
essarily  destiny:  Suomi  has  foundl 
that  taking  a  normally  "laid  back"! 
monkey  infant  and  putting  it  into  al 
"foster  home"  of  other  orphaned! 
monkeys  will  produce  a  high-l 
stressed  individual. 

Research  suggests  that  repeated, 
short-term  bouts  of  stress  can  actual- 
ly "toughen  up"  a| 
person  by  boost 
ing  the  chemical 
reaction  charac- 
terized by  the 
challenge  re- 
sponse. In  one 
study,  rats  were 
repeatedly  han- 
dled, shocked  or 
dunked  in  a  cold 
water  bath  for 
short  periods 
during  the  course 
of  their  develop- 
ment.  When 
given  the  "final 
exam"  of  the 
experiment — an 
indefinite  stay  in 
the  chilly  water — 
those  rats  who 
had  been  previ-' 
ously  exposed  to  bouts  of  stress' 
proved  to  be  far  tougher,  swimming*  %fo 
longer  than  other  rats  in  the  experi- 
ment who  had  led  cushy,  non- 
stressed  lab  lives. 

If  a  regime  of  ice  baths  or  shock 
therapy  seems  too  harsh,  you  might 
simply  try  exercise,  suggests  the  Uni- 
versity of  Nebraska's  Dienstbier.  His 
new  research  hints  that  regular  phys 
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opment,    psychologist    Stephen 
Many  of  these  horrible  effects  of     Suomi  has  found  that  some  20%  of     ical  training  can  later  lead  to  anJ 


stress,  however,  are  the  result  of  the  his  simian  charges  can  be  character- 
gush  of  biochemicals  accompanying  ized  early  in  their  lives  as  being 
the  "tanking"  and  "choking"  kind  of  "uptight,"  meaning  that  the  monkeys 
stress  response,  not  the  challenge  consistently  respond  to  changes  in 
response.  And  whether  you  have  one  their  environment  or  social  chal- 
or  the  other  depends  on  who  you  are.  lenges  with  far  greater  negative  reac- 
In  one  study,  for  instance,  Norwe-  tions,  characterized  by  a  gush  of  cor- 
gian  soldiers  in  basic  training  to  be  tisol  in  their  system.  Suomi  has 
paratroopers  were  tested  for  their  found  that  this  trait  persists  into 
level  of  stress  hormones  as  theyprac-  adulthood.  What's  more,  says  the 
ticed  their  jumps.  Scientists  found  researcher,  these  personality  types 
that  those  soldiers  who  consistently  appear  to  be  inherited:  uptight  mon- 


increased  biochemical  "challenge"] 
response  to  non-physical  stressorsl 
such  as  a  puzzle  or  exam.  The  reasonl 
this  has  not  been  noticed  before,  he 
says,  is  that  athletically  fit  folks  tend 
to  have  lower  resting  levels  of  the] 
hormones  in  the  first  place,  so  it; 
takes  a  prolonged  bout  of  stress  for 
the  biochemical  machinery  to  kick] 
into  gear. 

But  just  as  in  athletics,  where  too 
rigorous  or  too  long  training  can  tip 
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the  scales  from  an  elite  athlete  to  an 
overtrained  burnout  victim,  the 
bouts  of  stress  must  be  short  and  not 
too  strong  to  produce  a  toughening 
effect.  (A  catastrophic  stress  such  as 
the  loss  of  a  parent  early  in  life,  for 
instance,  often  has  the  opposite 
effect,  producing  anxiety  and  depres- 
sion.) More  important,  bouts  of 
stress  must  be  counterbalanced  by 
periods  of  "recovery"  in  between.  For 
ordinary  people,  that  translates  to 
"work  hard — but  play  hard,  too," 
says  Dienstbier.  "The  person  who 
spends  his  vacation  simply  vegetat- 
ing probably  isn't  doing  himself  any 
favors,"  he  says. 

Taking  tiny  "recovery"  breaks  dur- 
ing a  stressful  time  can  have  an 
immense  effect  in  increasing  perfor- 
mance, says  psychologist  James 
Loehr,  author  of  Toughness  Training 
For  Life.  Loehr,  who  has  helped  train 
tennis  greats  such  as  Martina 
Navratilova  and  Jim  Courier,  says 
that  his  key  insight  into  toughness 
came  when  he  examined  what  the 
best  tennis  players  do  during  the 
roughly  20-second  snatch|Of  time 
between  points  during  a  match. 
Loehr  found  that  mediocre  players 
often  spend  that  short  period 
between  serves  reacting  to  the  previ- 
ous point — scolding  themselves  after 
a  botched  volley,  for  instance.  But 
the  best  players,  says  Loehr,  use  that 
time  to  prepare  for  the  next  point: 
relaxing,  planning  their  strategy,  giv- 
ing themselves  a  short  pep  talk.  By 
focusing  on  the  future,  says  Loehr, 
these  champions  are  able  to  use  that 
tiny  bit  of  time  to  help  recover  from 
the  last  bout  of  stress  and  prepare  for 
the  next  one.  Loehr  says  its  a  lesson 
that  can  be  taken  to  the  boardroom, 
too:  in  the  "toughness  training"  sem- 
inars he  teaches  for  executives,  he 
prescribes  short  bouts  of  exercise  or 
rest  every  few  hours  of  the  day,  along 
with  breaks  where  you  take  stock  of 
what  you  want  to  accomplish  that 
day,  and  how  you've  done  so  far. 

In  a  larger  sense,  being  "stressed 
for  success"  is  a  lot  like  being  physi- 
cally fit,  says  Stanford  University 
psychologist  Robert  Sapolsky,  author 
of  the  recent  Why  Zebras  Don't  Get 


Ulcers.  Like  a  finely-tuned  Lam- 
borghini, a  fit  person  has  the  bodily 
machinery  to  marshal  all  the  physical 
systems  needed  to  quickly  go  from 
zero  to  60 — and  just  as  quickly  put 
on  the  brakes  when  it  is  no  longer 
needed.  Unfit  folks,  on  the  other 
hand,  take  far  longer  to  warm  up  into 
action,  are  far  less  efficient  when 
they  finally  do  get  going,  and  take  far 
longer  to  cool  down.  The  stress 
response  is  similar,  says  Sapolsky: 
people  whose  stress  response  is  opti- 
mally tuned — quintessential  "tough 
guys" — are  not  those  who  experience 
little  or  no  stress  response.  Rather, 
they  are  people  who  can  marshal  the 
appropriate  biochemistry  to  deal 

Quintessential  "tough guys" 
can  marshal  the  appropriate 

biochemistry  to  deal 
with  the  stress  at  a  moments 

notice,  creating  a  big 
boost  of  helpful  hormones  for 

the  task  at  hand,  and  then 
just  as  quickly,  turning  it  off. 

with  the  stress  at  a  moment's  notice, 
creating  a  big  boost  of  helpful  hor- 
mones for  the  task  at  hand,  and  then 
just  as  quickly  turn  it  off. 

Ultimately,  whether  you  have  a 
challenge  response  or  a  tanking 
response  has  a  lot  to  do  with  your 
attitude.  The  miracle  of  the  human 
mind  is  that  merely  thinking  in  neg- 
ative or  positive  ways  actually 
changes  the  biochemistry  of  the 
brain,  producing  a  physical  response 
that  affects  how  you  perform  at  a 
task.  You  don't  have  to  be  a  Zen  mas- 
ter to  change  your  thinking  patterns, 
says  Loehr.  One  simple  exercise  at 
the  next  golf  game  or  road  race  is  to 
simply  vow  that  as  soon  as  negative 
thoughts  pop  into  your  head  you'll 
turn  them  off  and  think  positive 
thoughts — call  it  the  Pollyanna 
paradigm.  The  surprising  thing,  says 


Loehr,  is  that  such  "positive  self  talk" 
actually  works. 

The  key  to  producing  a  "chal- 
lenge" response  to  a  stressful  situa- 
tion is  creating  a  feeling  of  control. 
Experiments  with  mice  show  that 
those  rodents  who  are  able  to  push  a 
button  to  turn  off  a  random  shock 
react  far  less  stressfully  than  those 
who  have  no  control  over  their  fate 
but  receive  the  same  shocks.  Scien- 
tists used  to  marvel  at  how  executives 
who  daily  juggle  a  billion  dollars 
worth  of  business  avoid  a  stress  over-i 
load,  but  it  turns  out  that  it  is  no 
these  executives  who  feel  stressed,  it' 
their  lowly  assistants  who  feel  little 
control  of  their  day-to-day  workday 
lives.  Focusing  on  those  aspects  of  a 
stressful  experience  that  you  can  con 
trol — even  if  it's  only  making  a  list  of 
the  things  that  will  be  pounding  you 
through  the  week — wins  back  a  bit 
of  that  feeling  of  control,  and  helps, 
boost  the  challenge  response. 

Ultimately,  the  biggest  way  to 
boost  your  challenge  response  is  to 
not  dwell  on  the  stresses  great  and 
small  over  which  you  have  no  con- 
trol. It  turns  out  that  the  classic 
"Type  A'"  personalities  don't  get 
heart  disease  because  of  their  quick 
reaction  to  a  challenge.  Rather  it  is 
only  those  people  who  have  what  the 
doctors  call  "free  floating  hostility" — 
angry  at  everything  and  anything 
Those  excruciating  moments  waitin 
behind  some  knucklehead  at  th 
ATM?  Use  them  to  take  a  mental 
break  for  organizing  your  thought 
or  relaxing  with  a  fond  remembrana 
of  a  piquant,  moist  moment.  Th 
problem  with  modern  life  is  that  wi 
have  been  blessed  with  a  physiologi 
cal  legacy  perfect  for  running  from 
lions — but  it  is  often  wasted  on  puss) 
cats.  Next  time  some  bozo  cuts  you 
off  at  an  intersection,  keeps  you) 
waiting  at  a  table  in  a  restaurant,  01 
misses  an  appointment,  try  ta 
remember  that  one  day,  you're  going 
to  want  those  stress  hormones  foi 
something  that  really  matters.  And 
have  a  nice,  challenging  day.  • 

William  F.  Allman  stays  cool in\ 
Chevy  Chase,  Maryland. 
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Italian  Classics.  The  Quality  of  Life. 
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The  elegant  red  wine  with  the 
osso  buco  and  saffron  rice  is  a 
Chianti  Classico  from  Tuscany. 
We  could  as  easily  have  chosen 
a  Torgiano  from  Umbria  or  a 
Donnas  fromValle  d'Aosta.  After 
all,  the  20  regions  of  Italy  produce 
more  varieties  of  fine  wine  than 
any  other  country.  And  they  go 
with  any  foods  in  America. 
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Verona  Is  For 


vers 


Or  so  JOHN  TiERNEY  thought — until  the  operas  began 
Illustrations  By  Jimmy  Holder 

t  was  only  after  I  got  the  tickets  for  the  Verona  opera  festival  that  I  began 
p  have  doubts.  Until  then  it  had  sounded  like  the  perfect  vacation  for  a 
:ouple  at  that  delicate  stage  of  a  relationship  when  helpful  friends  are  start- 
ng  to  ask,  "So,  any  marriage  possibilities?"  Verona  offered  such  superb 
>rospects  for  romance:  locally  produced  wines  and  arias  to  be  enjoyed  under 
the  summer  moonlight,  timeless  operas  performed  in  a  Roman  arena  sur- 
rounded by  medieval  streets  and  Renaissance  palaces.  But  then  I  looked  at 
[he  festival  program  and  contemplated  the  lovers'  fates  in  the  five  operas: 
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One  is  strangled  to  death  in  a  fit  of  misplaced  jealousy 
by  her  partner,  who  realizes  his  mistake  and  fatally  stabs 
himself.  (Verdi's  Otello.) 

One  dies  of  tuberculosis,  leaving  behind  a  grief-strick- 
en lover  and  a  household  impoverished  by  her  health- 
care expenses.  (Puccini's  La  Boheme). 

Two  are  buried  alive  in  an  Egyptian  tomb  and  use  up 
the  last  bit  of  oxygen  proclaiming  their  joy.  (Verdi's 
Aida.) 

Two,  after  their  love  affair  not  only  displeases  their 
families  but  also  leads  to  the  destruction  of  the  temple  of 
Jerusalem,  enter  Babylonian  captivity  and  commence  a 
new  career  as  slaves.  (Verdi's  Nabucco.) 

Two  happily  leap  together  into  the  raging  flames  of  a 
funeral  pyre.  (Bellini's  Norma.) 

As  if  this  mayhem  on  stage  weren't  enough,  we  were 
going  to  be  watching  it  in  a  town  best  known  for  an  event 
that  could  be  summed  up  by  a  tabloid  headline,  "CLAN- 
FEUD  LOVERS  IN  DOUBLE 
SUICIDE  AT  CRYPT."  Romeo 
and  Juliet  were  not  my  idea  of 
role  models.  Given  Verona's  sat- 
uration of  media  violence,  I  sug- 
gested to  Dana  that  we  set  our- 
selves a  modest  goal  for  the 
vacation:  "Let's  try  to  keep  our 
relationship  as  non-lethal  as 
possible." 

Verona's  great  attraction, 
besides  the  opera  festival,  is  its 
status  as  a  beautiful  Italian  town 
blessed  with  relatively  few  art 
masterpieces.  This  means  that 
it's  not  quite  as  mobbed  with 
tourists  as  Venice  or  Florence  or 
Rome.  Even  more  important,  it 
means  you  can  while  away  an 
afternoon  without  feeling  guilty  about  skipping  the  three 
churches  and  two  Michelangelos  that  every  civilized  per- 
son must  see.  There  are  museums  and  churches  if  you 
want  them,  but  you're  free  to  save  your  aesthetic  energy 
for  the  opera.  You  can  spend  your  days  wandering  from 
piazza  to  piazza  searching  for  the  perfect  espresso  and 
gelato.  You  have  the  leisure  to  cultivate  new  tastes.  Our 
first  day  in  Verona,  I  found  it  odd  to  hear  Dana  admiring 
the  decrepit  brown  stucco  walls  on  Verona's  buildings.  By 
the  end  of  the  week /was  the  one  exulting:  "Look — peel- 
ing plaster!  What  a  shade  of  ochre!"  Verona  makes  you 
appreciate  antiquity.  You  begin  to  realize  how  many  gen- 
erations of  people  it  takes  to  produce  a  truly  pleasant 
vacation  spot. 

At  the  Piazza  dei  Signori,  for  instance,  the  first  thing 
you  notice  is  a  statue  of  Dante,  celebrated  here  for  his 
role  as  an  ideal  houseguest.  During  an  exile  from  Flo- 
rence he  stayed  at  the  palazzo  on  the  square,  and  in  grat- 
itude he  extolled  the  family  patriarch  in  The  Divine  Com- 
edy. Near  the  statue  you  can  walk  on  the  stones  that  made 
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Verona  famous:  part  of  the  pavement  laid  by  Romar 
highway  engineers,  who  arrived  in  the  first  century  B.C 
Verona  became  a  crossroads  of  Europe,  the  strategic  spoi 
at  the  edge  of  the  Italian  plain  where  the  road  from  the 
Alps  intersected  with  routes  to  Rome,  Milan  and  Venice 
It  was  such  a  nice  location,  nestled  against  the  hills  on  i 
bend  in  the  Adige  River,  that  a  succession  of  barbarians 
swooped  down  over  the  centuries — Ostrogoths,  Franks 
Lombards,  Austrians,  French  and  Germans. 

When  they  were  not  repelling  foreigners,  the 
Veronese  had  a  habit  of  fighting  among  themselves,  anc 
their  bloody  family  feuds  inspired  the  local  legend  thai 
Shakespeare  turned  into  Romeo  And  Juliet.  The  historica 
particulars  of  the  tale  are  suspect:  nitpickers  have  arguec 
that  the  Montagues  and  Capulets  were  actually  allies — 
and  therefore,  from  today's  perspective,  tragic  victims  o: 
media  hype.  But  the  Veronese  do  not  let  the  facts  inter- 
fere with  a  good  story.  They  have  designated  a  13th-cen- 
tury building,  supposedly  asso- 
ciated with  the  Capulet  family 
as  Juliet's  House.  When  I  askec 
the  proprietor  of  the  restauran 
in  the  courtyard  whether  th( 
real  Juliet  had  actually  stood  01 
this  balcony,  he  shrugged  anc 
looked  at  me  a  little  wearily,  as  i 
to  plead:  why  do  you  want  t( 
spoil  the  fun,  buddy?  Then  h< 
smiled  and  gave  a  diplomati 
reply:  "Si  dice. "  So  they  say. 

The  Veronese  have  beei 
teaching  tourists  to  lighten  uj 
ever  since  Goethe  had  a  midlif 
crisis  and  produced  a  classic  o 
travel  literature,  Italian  Journey 
In  1786,  at  age  37,  he  abruptl; 
left  his  job  in  Weimar  an< 
hopped  in  a  coach  for  Italy.  As  he  crossed  the  Alps,  leav 
ing  behind  German  weather  and  Germanic  tempera 
ments,  he  exulted  at  Italy's  sun  and  fresh  fruit  and  grap 
trellises.  "If  someone  who  lives  in  the  south  or  was  bon 
there  were  to  overhear  my  enthusiasm  at  all  this,  h 
would  think  me  very  childish,"  Goethe  wrote. 

On  his  way  to  Verona,  Goethe  stopped  just  west  of 
city,  at  Lake  Garda,  and  his  favorable  report  inspired 
tradition.  His  compatriots  have  been  flocking  to  Gard 
ever  since,  and  whatever  you  may  think  of  vacationin 
among  German  windsurfers,  you  can't  fault  them  fo 
their  taste  in  lakes.  Garda,  Italy's  largest  lake,  offer 
refreshing  breezes  and  a  dramatic  landscape  of  Alpin 
cliffs  and  foothills.  The  shore  is  a  series  of  small  resoi 
towns,  the  most  unusual  of  which  is  Sirmione.  To  reac 
it,  you  drive  out  a  narrow  peninsula  until  you  come  to 
walled  settlement  protected  by  a  moat  and  an  array  c 
mighty  towers  capped  with  a  distinctive  type  of  mer 
Ion — which,  by  the  way,  is  a  useful  word  for  any  travek 
to  Europe.  When  you  look  at  the  series  of  notches  alon 
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A  simple,  "Get  a  load  of  those  merlons!"  will  do  anywhere,  although  it  is  more  subtle  to 
mention  the  "delicate  yet  robust  merlonic  motif  of  the  crenellated  parapet. " 


jthe  top  of  a  castle  wall,  the  merlons  are  the  little  protru- 
berances  that  the  defenders  would  hide  behind  while 
dumping  boiling  oil  out  through  the  adjoining  spaces 
(which  are  called  crenels,  another  useful  word).  Once  you 
have  mastered  this,  you  will  never  be  at  a  loss  for  words. 
A  simple  "Get  a  load  of  those  merlons!"  will  do  any- 
Iwhere,  although  it  is  more  subtle  to  mention  the  "delicate 
yet  robust  merlonic  motif  of  the  crenellated  parapet."  At 
Sirmione  you  should  take  note  of  the  curved  tops  by 
casually  murmuring,  "If  I'm  not  mistaken,  those  are  Ghi- 
jbelline  merlons." 

After  crossing  the  bridge  over  the  moat,  you  discover 
."what  Sirmione's  walls  are  protecting:  a  medieval  town 
•turned  into  a  shopping  mall.  The  narrow  streets  are 
imobbed  with  Germans  buying  T-shirts,  sunglasses  and 
ati — not  always  a  pretty  sight,  but  trying  to  drive 
fthrough  them  makes  for  an  unforgettable  motoring  chal- 
lenge. And  when  you  get  beyond  the  town,  you  can  tell 
'ourself  that  the  experience  has  been  a  form  of  purgatory, 
because  you  come  to  a  fairly  good  approximation  of  the 
.eavenly  gates.  They  are  massive  iron  portals,  mysteri- 
usly  operated  by  an  unseen  hand  somewhere  high 


above,  that  swing  open  to  the  grounds  of  a  magnificent 
resort.  A  winding  road  takes  you  up  a  hill  to  the  Villa 
Cortine  Hotel,  a  19th-century  villa  surrounded  by 
cypresses  and  olive  trees,  gardens,  statuary,  fountains, 
tennis  courts,  a  beach  and  terraces  with  spectacular  views 
of  the  lake  in  both  directions.  On  the  grounds  is  a  house 
where  Maria  Callas  once  lived — the  kind  of  detail  that 
means  everything  in  these  parts,  as  we  discovered  during 
a  driving  tour  of  the  region  around  Verona. 

This  is  music  country,  dotted  with  landmarks  like  the 
humble  stone  house  near  Busseto  where  Verdi  was  born 
and  the  large  villa  a  few  miles  away  that  he  built  after  the 
royalties  started  coming  in.  The  nearby  town  of  Parma  is 
renowned  for  having  a  splendid  opera  house  frequented 
by  the  world's  most  critical  audiences.  Cremona  has  a 
wonderful  exhibit  at  the  Palazzo  Comunale  where  you 
can  see  and  hear  the  violins  made  by  locals  like  Stradivar- 
ius.  Mantua  is  worth  a  visit,  too,  particularly  if  you  can 
arrange  to  drive  into  it  with  the  cassette  player  blaring 
the  final  scene  from  Rigoletto — in  which  an  innocent 
lover  follows  operatic  tradition  by  bleeding  to  death 
while  the  evil  Duke  of  Mantua  walks  back  to  his  palace 
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whistling  cheerfully.  We  took  a  tour  of  that  palace, 
which  turned  out  to  be  a  fairly  boring  place  until  the  last 
stop,  a  bridal  chamber  tucked  away  in  a  tower,  whose 
walls  are  covered  with  some  of  the  most  glorious  frescoes 
of  the  Renaissance,  the  masterpieces  of  the  painter 
Mantegna.  (Advice  to  the  impatient:  try  to  bribe  the 
guards  to  let  you  skip  the  mandatory  tour  and  go  straight 
to  the  frescoes.)  We  were  considering  visiting  another 
home  in  Mantua,  one  marked  on  the  map  as  the  House 
of  Rigoletto,  until  we  thought  to  ask  a  local  man 
whether  a  hunchbacked  jester  had  ever  really  lived  there. 

"Si  dice, "  he  replied  with  a  familiar  shrug. 

We  took  care  to  blend  the 
musical  tour  with  the  other 
aspects  of  local  culture.  The  vine- 
yards near  Verona  produce  excel- 
lent soave,  bardolino,  and  valpoli- 
cella  wines,  as  well  as  a  special 
variant  known  as  amarone.  It's 
made  from  the  best  valpolicella 
grapes,  which  are  dried  for  six 
months,  pressed,  and  then  aged 
for  three  years  to  produce  a  wine 
with  some  of  the  lushness  of  port.  An  Italian  friend, 
Gianfranco  Maraviglia,  instructed  us  in  both  the  wines 
and  in  the  proper  technique  for  choosing  a  good  restau- 
rant in  the  Italian  countryside:  "All  you  have  to  do  is  find 
a  pharmacist  and  ask  him  where  he  eats.  There's  always  a 
pharmacy  in  these  villages,  and  the  pharmacist  will  be  a 
person  with  some  education  and  money."  The  only  prob- 
lem with  this  technique  is  that  you  have  to  speak  Italian.  I 
had  thought  that  my  study  of  opera  libretti  had  properly 
prepared  me,  but  I  found  myself  stymied  at  key  moments. 
I  would  want  to  ask  directions,  and  the  only  phrase  that 


The  piazza  in  Verona 
is  a  public  space  so  friendly  that,  for 

the  first  time  in  my 

life,  I  actually  enjoyed  watching  the 

performance  of  a  mime. 


came  to  mind  was,  "If  you  betray  me,  I  will  extinguish 
with  blood  the  evil  flame  that  burns  within  you." 

But  that  vocabulary  came  in  handy  in  the  evenings  at 
Verona's  Arena,  which  must  be  the  world's  most  congenial 
environment  for  opera.  It  sits  on  one  edge  of  a  huge  piaz- 
za bordered  by  outdoor  restaurants  and  cafes,  a  public 
space  so  friendly  that,  for  the  first  time  in  my  life,  I  actu- 
ally enjoyed  watching  the  performance  of  a  mime.  The 
Arena,  one  of  the  largest  Roman  amphitheaters  in  exis- 
tence, is  an  open-air  oval  that  has  been  used  since  1913 
for  the  summer  opera  festival.  The  singers  perform  with- 
out microphones,  and  the  remarkable  thing  is  that  their 
unamplified  arias  actually  reach 
the  upper  seats — a  tribute  to 
Roman  acoustical  engineering  as 
well  as  to  the  miraculous  human 
voice.  The  technical  quality  was 
generally  good — the  staging  was 
a  little  stiff  at  times,  and  the 
singing  wasn't  as  consistent  as 
what  you  hear  at  the  Metropoli- 
tan Opera,  but  the  Arena's  other 
virtues  more  than  compensated. 
Other  opera  houses  strive  to  create  the  illusion  of  classic 
grandeur;  Verona  starts  out  with  an  enormous  Roman 
monument  and  builds  a  spectacle  on  top  of  it. 

Each  night,  just  as  darkness  set  in,  the  overture  would 
begin,  and  devout  operaphiles  throughout  the  audience 
would  hold  up  candles — partly  to  read  their  libretti,  but 
mainly  to  edify  one  another  with  the  sprinkling  of  lights. 
The  moon  would  do  its  part  by  rising  over  the  Arena  as 
the  plot  unfolded.  Legions  of  extras  would  appear  at  the 
top  rim  of  the  Arena,  above  the  towering  backdrops  of 
the  sets,  and  proceed  all  the  way  down  to  the  stage  filling 


Va  Bene  In  Verona 


Verona's  1995  opera  festival 
runs  from  July  7  through 
September  3.  Tickets  are  often 
available  at  the  box  office  the 
day  of  the  performance,  and 
you  can  always  turn  to 
scalpers  or  a  well-connected 
concierge,  but  it's  best  to 
order  ahead  from  the  box 
office.  (No  credit  cards;  pay- 
ment must  be  mailed.  For 
details  and  availability,  call: 
39-45-800-5151;  fax:  39-45- 
801-3287.)  Top-priced  orches- 
tra seats  are  closest  to  the 


stage,  but  you'll  hear  best 
from  the  "numerata  di  gradi- 
nata"  seats  just  above  the 
Arena's  floor.  The  1995  reper- 
tory features  Rigoletto,  A'ida. 
Carmen,  Turandot.  and  the 
double  bill  of  Cavalleria  Rusti- 
cana  and  I  Pagliacci. 

It's  a  good  idea  to  book  your 
hotel  by  early  spring.  In 
Verona  you  can  emulate  Mozart 
and  Goethe  by  staying  at  the 
Due  Torri  (39-45-595-044). 
You'll  find  less  elegant  but 
comfortable  lodgings  at  the 


Accademia  (39-45-596-222) — 
Maria  Callas  is  said  to  have 
favored  room  360 — or  at  the 
Victoria  (39-45-590-566).  You 
can  commute  to  the  opera  from 
the  shores  of  Lake  Garda,  most 
luxuriously  from  the  Villa  Cor- 
tine  in  Sirmione  (39-30-916- 
021),  which  will  arrange  tick- 
ets and  transportation.  For 
less  celestial  accommodations 
and  prices,  try  the  nearby 
Hotel  Ideal  (39-30-990-4245), 
which  offers  spare  modern 
rooms  and  a  beautiful  garden. 
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ti  One  night,  under  the  influence  of  a  full  moon  and  an  emptied  bottle  ofamarone,  I  disregarded  all  of  Verona's  cautionary 
lessons  and  gave  Dana  an  engagement  ring.  I  dutifully  warned  her  that  ive  might  soon  find  ourselves 
•  enslaved,  stabbed  to  death,  or  buried  alive,  but  she  dismissed  the  dangers  by  casually  shrugging  and  replying,  "Si  dice." 


)ne  end  of  the  amphitheater's  floor.  One  evening,  during 
/erdi's  Nabucco,  200  extras  and  nearly  200  singers  filled 
le  stage  for  "Va,  pensiero,"  the  famous  haunting  chorus 
which  the  Israelites  sing  from  their  exile  in  Babylonia 
)f  the  joys  of  their  homeland.  As  the  voices  slowly  faded 
!mt  at  the  end,  the  hush  of  the  Arena  was  broken  by  a  few 
leophytes  clapping  a  couple  of  seconds  too  soon — a  for- 
jiveable  offense  in  most  opera  houses,  but  not  here  so 
tlose  to  Verdi's  home.  The  applauders  were  silenced  by 
leir  neighbors'  angry  "Shhhh."  Then,  to  the  delight  of 
le  purists,  the  conductor  stopped  the  action  and  had  the 
lasses  on  stage  perform  an  encore.  This  time  the  audi- 
ence got  it  right:  all  15,000  people  listened  in  rapt  silence 
intil  the  last  pianissimo  note  faded  into  the  night. 

It  was  a  lovely,  lovely  moment,  although  I  realized  that 
Something  was  missing  for  me.  The  reason  you  go  to  the 
jpera,  aside  from  the  pleasure  of  letting  the  music  wash 
}ver  you,  is  to  experience  that  occasional  moment  when 
/ou  have  suspended  disbelief — when  you  have  over- 
looked the  wretched  excess  and  forgotten  how  silly 


everyone  looks — and  come  to  empathize  completely  with 
the  singer.  The  Israelites'  lament  could  not  have  sounded 
more  achingly  beautiful,  but  at  the  moment,  sitting 
under  the  stars  in  the  Arena  3,500  miles  from  home,  I 
couldn't  really  empathize  with  anyone's  longing  for  his 
homeland.  If  this  was  exile,  exile  seemed  just  fine.  In  fact, 
it  seemed  so  consistently  fine  throughout  our  visit  that 
one  night,  under  the  influence  of  a  full  moon  and  an 
emptied  bottle  of  amarone,  I  disregarded  all  of  Verona's 
cautionary  lessons  and  gave  Dana  an  engagement  ring.  I 
dutifully  warned  her  that  we  might  soon  find  ourselves 
enslaved,  stabbed  to  death  or  buried  alive,  but  she  dis- 
missed the  dangers  by  casually  shrugging  and  replying, 
"Si  dice."  We  somehow  managed  to  leave  Verona  on  good 
terms,  and  as  of  this  writing  we  are  both  still  alive.  Even 
more  surprising,  the  two  families  seem  to  be  getting 
along  reasonably  well.  • 

New  York  Times  columnist  John  Tierney  and  Dana 
Groseclose  will  be  married  this  fune. 
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An 

Impregnable 

-Yet  Cozy- 

Casa  Blanca 


By  Bruce  McCall 

A  Billion-Dollar  Makeover 

Ensures  One  First  Family's 

Domestic  Peace  of  Mind 

Barely  visible  to  the  visitor  in  the 
moody,  nay,  Stygian  gloom  of  a  recep- 
tion room  freshly  refenestrated  in 
four-inch-thick  solid  metal  billets,  the 
first  lady  of  the  house  toys  with  the 
dimly  green-glowing  keys  of  her  lap- 
top missile  launcher  and  reflects  on  the 
makeover — bulletproof  Brunschweig 
chintzes  here,  flame-resistant 
Porthault  sheets  there,  bombproofing 
everywhere — that  has  lately  cast  a  new 
serenity  on  this  Federal-style  urban 
Washington  home-cum-office.  And 
on  its  perceptibly  less  antsy  chatelaine. 
"Raw  prestressed  concrete,  lots  and 
lots  of  metal  grillwork,  no  daylight 
except  for  the  gunports — the  concept 
team  at  the  NSC  had  very,  very  definite 
ideas  about  what  ought  to  be  done  with 
this  house.  It's  a  new  look  alright,  but  it's 


1 


one  we  can  live  with,  if  you  catch 
my  drift."  Her  voice  rises,  as  if  to 
drown  out  the  sound  of  the  Huey 
landing  on  the  roof  overhead. 

"Not  that  we  ever  intended  to 
simply  ash-can  the  aesthetic  side," 
warbles  she,  handing  her  guest  one 
of  the  Kevlar  flak-deflecting  hel- 
mets strewn  about  like  so  many 
chafing  dishes.  "For  example,  wed 
planned  to  have  local  schoolkids  in, 
to  finger-paint  designs  on  all  those 
concrete  retaining  walls."  A  pause 
here,  a  fumbling  to  regain  compo- 
sure quivering  on  the  brink.  "But 
you  see,  none  of  them... well,  let's 
just  call  it  a  security-clearance 
impasse,  shall  we?" 

"Those  gilded  picture 
frames,  all  that  Hepplewhite 
and  Chippendale,  had  to 
go."  The  NSC's  Arts  and 
Armaments  Liaison  Officer, 
Commander  Baxter  ("Biff") 
Gonad  speaking.  "That  stuff 
would  splinter  into  a  million  bits 
under  any  mortar  attack.  And 
metal  chairs.  Stuffed  upholstery  is 
a  fire  hazard,  you  know." 

Arch-traditionalists — and 
Washington  was  teeming  with 
them,  long  before  Congressman 
Gingrich  toddled  into  town — 
might  carp  about  the  wholesale 
removal  of  200  years'  worth  of 
accumulated  national  heirlooms 
and  knick-knacks  in  favor  of  the 
lean-and-mean,  hunkered-down, 
bunkered-down  new  Post-Sur- 
vivalist  look.  Why  the  decision  to 
re-do  this  grand  old  bone-white 
manse  into  what  joshing  Washing- 
ton chums  have  taken  to  calling 
the  Khaki  Cave? 

Our  hostess  glances  askance  at 
the  TV  monitor  ceaselessly 
sweeping  the  grounds  before 
answering  and,  reassured,  trades 
her  laptop  launcher  for  a  custom- 
designed  single-shot  .410  hand- 
bag cannon — "my  Bill  Blast,"  as 
she  kiddingly  calls  it,  lovingly 
kneading  the  smooth,  cold  ammo 
clip  as  if  it  were  a  darned  egg. 

"Simple  hospitality,"  she  finally 


declares.  "Nothing  puts  the  kibosh 
on  an  elegant  state  dinner  quite  as 
fast,"  she  muses,  echoing  perfec- 
tionist hostesses  everywhere,  "as 
enfilading  AK-47  fire  pumping  six 
rounds  a  second  into  the  Cherries 
Jubilee  from  a  hundred  feet  away. 

"And  then  there  are  the 
kamikazes,"  she  continues,  enunci- 
ating all  four  syllables  of  a  word 
that  clearly  means  "icky"  in  this 
lady's  argot.  "Just  try  catching  40 
winks  when  you're  half-expecting  a 
Cessna  nightcap!  Plus,  it  plays 


Raw  prestressed  concrete, 

lots  and  lots  of  metal 

grillwork,  no  daylight 

except  for  the  gunports. . . 

absolute  hob  with  the  rooftop 
radar  to  have  airplanes  landing 
without  proper  clearance,  so  to 
speak.  I  mean,  we  love  the  job  the 
FAA  is  doing,  but...." 

It  is  a  wistful  voice  that  trails  off, 
just  in  time  for  the  wall-mounted 
Klaxon  horn  to  signify  an  unautho- 
rized entry  into  Socks  the  cat's  cor- 
ner of  the  family's  nearby  private 
quarters.  No  matter:  the  instant 
flash  of  red  and  green  lights,  the 
distant  thunder  of  boots  on  Axmin- 
ster,  the  muffled  crump  of  semi- 
automatic fire,  are  the  living  sound- 
track of  another  domestic  crisis 
quelled  amid  this  laid-back  yet 
take-no-prisoners  lifestyle  where 


the  dominant  color  is  Code  Red. 

With  that  "what-next?"  frown 
so  common  to  harried  hostesses 
everywhere,  our  dainty  tour  guide 
rises  to  switch  off  the  perfect 
dummy  replica  of  herself  parading 
in  circles  around  the  room  as  a 
decoy  target  for  would-be  assas- 
sins. "Darn  thing's  radio-con- 
trolled," she  trills,  "and  it  keeps 
tripping  the  nerve-gas  dispenser. 
They  say  you  can't  get  a  plumber 
on  a  Saturday  night?  Try  getting 
hold  of  the  CIA!" 

The  thought  has  turned  her 
pensive,  and  a  guest  feels  an  empa- 
thetic  surge:  for  what,  after  all, 
could  more  completely  mar 
the  glee  of  afternoon  tea 
with  Mrs.  Byelorussian 
Defense  Minister  than  a 
chandelier-mounted  canis- 
ter showering  down  toxic 
mist  enough  to  turn  the  baked 

Alaska  into  a  Chernobyl 
meringue?  The  lady  hath  a  point. 

But  plumbing  mishaps  or  no, 
lackaday,  the  life  of  state  must  go 
on.  And  so  that  it  can,  so  must  we, 
chivvied  exitward  with  that  oh-so- 
gentle  yet  unmistakably  urgent, 
snug  yet  bowel-loosening  .410  gun 
barrel  in  the  small  of  the  back  that 
few  hostesses  can  bring  off — or 
would  fain  even  try. 

"Gift  of  the  Saudi-Arabian 
people,"  she  gushes  as  we  wait  for 
the  electronic  door  lock  to  buzz 
open,  hefting  an  exquisite  porce- 
lain dove  like  a  new  bride  preening 
over  a  Hummel  figurine.  "Hand 
grenade.  Tear  a  man  apart  from 
ten  paces." 

At  last  the  buzzer  and  bells 
sound,  the  bolts  are  loosed,  the 
armed  escort  seizes  us  under  the 
armpits.  Stumbling  out  onto  Penn- 
sylvania Avenue  a  few  moments 
later,  one  is  all  a-tingle:  our  hostess' 
stimulating  guided  tour,  or  our 
escort's  stimulating  electric  cattle 
prod?  Alas,  no  time  for  idle  ponder- 
ing. Not  with  the  armored  personnel 
carrier  bearing  down  on  one  side, 
and  the  Abrams  tank  on  the  other!  • 
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4UDEMARS  PIGUET 

The  master  watchmakers. 


-Cnhance  your  profile! 
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Exquisitely  chiselled.  Faultlessly  polished.  And  the  authority, 
confidence  and  elegance  of  the  world's  most  distinctive  watch.  The 
exclusive  octagonal  dial,  secured  to  the  case  by  eight  hexagonal 
bolts  in  white  gold.  Unmistakable.  The  Royal  Oak,  hand- 
assembled  and  superbly  finished  down  to  the  smallest  detail 
by  a  single  master  Swiss  watchmaker  of  Audemars  Piguet. 


Classic 
Designs 


325  Glendale  Galleria     GlendalE.  Ca  91210     818  546  2919    1800  383  8838     fax  546  1002 
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f  you  can  make  it  in  from 
the  airport  to  south 
Beach  without  getting  shot,  Miami 
might  be  the  most  fun  city  in  north 
America.  Let  the 
media  carp  about 
drive-by  shoot- 
ings, drug  smug- 
glers, phony  land 
ventures,  and  a 
few  armed  revo- 
lutionaries, to  a  casual  visitor 
with  survival  skills,  it's  always 
Saturday  in  Miami,  and  the  Human 
Condition  is  nowhere  else  as 
visually  pleasing  year-round.  llke 

AN    OUTLANDISH    STEW    OF    St.    TrOPEZ, 

Soho  and  Havana,  Miami  may  not 
make  sense,  but  then  common  sense 
is  not  what's  being  appealed  to  here. 


There  are  many  Miamis,  spread  across  16  islands. 

tome  you  don't  want  to  know  about,  much  less  explore; 

tome  no  longer  seem  compelling,  like,  say,  Jackie  Glea- 

mi's.  The  one  everyone  gets  in  a  lather  about  today  lies  at 

■he  southern  end  of  it  all,  a  national  historic  register  area 

Inown  as  South  Beach,  or  even  SoBe.  The  square  mile 

[com  6th  to  23rd  Street  is  the  largest  Art  Deco  district  in 

|rie  world,  with  about  800  "important"  buildings  dating 

com  1923  to  1943.  Ten  years  ago  they  wrote  it  off  as  the 

lost  faded  of  God's  waiting  rooms;  now  it's  a  pulsating, 

reamlined  heaven,  if  your  vision  of  the  afterlife  means 

lsa,  margaritas,  a  gaggle  of  modeling  agencies,  the  glare 

If  sunlit  sand  and  little  sleep. 


ylear  the  Decos: 
be  main  drag 
fthe  largest 
]rt  Deco  district 
\i  the  world. 


OThe  most  direct  approach  to  South  Beach  is  sim- 
ply to  cab  it  to  the  News  Cafe,  drink  yourself 
S  legless  on  iced  cappuccinos,  watch  the  beauties  go 
by  with  the  beach  glittering  behind,  and  read  Carl 
Hiassen's  Tourist  Season,  a  carefree,  bloody  romp  about  a 
Florida  crocodile  with  a  voracious  love  for  out-of-staters. 
To  get  maximum  enjoyment  out  of  Miami,  however,  it 
helps  to  have  a  Cuban  companion  with  plenty  of  time  on 
his  hands.  Like  my  old  friend  Jorge. 

I  had  warned  him  that  for  this  visit  I  had  only  a  day. 
"So  what's  the  mystery?"  says  Jorge  (a  professional  vio- 
linist), collecting  me  at  the  airport.  "Take  off  your  jacket 
and  leave  the  rest  to  me." 


'Hood  ornament: 
a  tres  glam  period  vehicle. 


As  you  speed  across  the  Macarthur  Causeway  the  first 
sight  of  South  Beach's  Ocean  Drive  will  astonish  you: 
gone  is  geriatric  Miami.  Instead  you're  cruising  a  film  set 
with  real  palm  trees,  water  and  gorgeous  young  people. 
You  head  a  block  inland  and,  if  you're  lucky,  park. 

A  f\  The  1 1th 

j  L     1  Street 

JL  V_y  Diner 

is  a  chrome-and- 
formica  1946  relic 
made  more  authentic 
through  a  loving 
restoration:  two  old 
dining  cars  mashed 
into  one  structure,  a 
collision  that  was 
an  improvement,  as 
one's  a  bar  now. 
(Their  milkshakes  and  malts  are  famous  as  the  best  on 
the  beach.)  The  menu  boasts  standard  Miami  fare: 
macaroni,  tofu,  omelettes,  marinated  dolphin,  cheese- 
cake, smoked  salmon  and  bagels.  Though  the  diner's 
consistently  voted  the  best  place  for  late-night  eats, 
Jorge  insists  we  gather  our  energies  there  with  breakfast. 
"You  want  me,  or  you  want  good  service?"  says  our 
waitress. 

In  Miami  double  entendres  are  often  the  preferred 
gambit. 

"Don't  ask  me 
these  philosophical 
questions,"  says 
Jorge. 

UA  few 
doors 
down  we 
look  into  a  good 
general  food  and  bar 
joint  called  Lulu's. 
"My  temple  of  art," 
Jorge  insists,  refer- 
ring not  to  the 
downstairs  devoted 
to  American  kitsch 
(service  station 
signs,  old  Coca- 
Cola  ads)  but  the 
upstairs  devoted  to 
the  King — Elvis 
carpets,  film  stills,  guitar  clocks,  license  plates,  street 
signs,  lamps,  statues,  busts,  plates  and  a  reproduction  of 
the  first  dollar  he  ever  earned  (April  1951).  If  Elvis 
were  currently  making  movies,  this  would  be  a  primo 
setting:  Viva  South  Beach! 

There  is,  of  course,  the  beach  itself,  a  long,  broad 
stretch  of  hard  sand,  surprisingly  clean,  surprisingly  top- 


less, with  free  wooden  lounge  chairs.  Freighters  and  th 
occasional  sailboat  awaken  the  horizon,  but  you're  no 
really  watching  them  anyway.  A  bronzed  man  in  pea! 
condition  is  meditating  upside-down  in  a  yogic  posture 
without  warning  he  upends  and  dashes  into  the  gleamin:) 
water,  past  two  naked  Scandinavian  masterpieces  dis 
cussing  Ibsen.  The  sea  is  warm  and  very  clean — unbe 
lievable,  to  be  able  to  swim  so  easily  right  in  a  U.S.  ci 
like  a  weird  new  definition  of  civilization. 

Through  the  palms,  the  pastel,  rectangular  Art  Deo 
skyline  of  whites,  blues  and  yellows  seems  too  low  fo 
this  century.  Volleyball  is  played  seriously  on  the  san< 
the  beauty  of  the  conception,  as  Jorge  puts  it,  is  you  we 
as  little  as  you  want,  and  who  notices? 
"No  one  but  you,"  I  suggest. 

"Now  listen,  amigo,"  says  Jorge.  "You're  new  in  tow: 
so  I'm  going  to  offer  you  a  choice.  For  lunch  we  ca 
either  stop  by  my  apartment,  hustle  up  a  little  tuna  fisJ 
sandwich,  some  mustard,  some  mayo,  catch  a  game  shov 
Or  else  we  stick  to  fabulous  Miami  Beach,  we  check  ou 
one  of  the  important  structural  achievements  in  wha 
they  call  the  Art  Deco  idiom  where  I  happen  to  know 
bartender  almost  personally,  and  you  can  eat  four-sta> 
food,  a  little  wine,  and  experience  the  supreme  beautifi 
female  genius  of  the  world  strutting  back  and  forth  lik 
targets,  man,  in  a  holy  shooting  gallery,  you  know  wha 
I'm  saying?  So  I'm  giving  you  the  choice." 
"I'll  take  the  shooting  gallery,"  I  say. 

And  along  Ocea 
Drive  they  do  wal 
past,  as  if  paid  by  th  1 
hour:  models  o<  I 
rollerblades,  in  san;  J 
dais,  in  bikinis,  arm 
in-arm  in  conspirac 
against  a  gaping  mal 
world,  occasionall 
passed  by  a  hen 
windsurfing  alon 
the  esplanade  on 
skateboard-cum-sai. 
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"The  way  of  all  flesh, "  is  surely  in  front  of  the  News  Cafe 


■it 

At    Ih. 
Colon* 

(its  triple 
sided  neon  sign  on-' 
of  night's  icons  i 
South  Beach)  a  new 
comer  is  downrigh 
grateful  for  the  fierc 
air-conditioning  that  enables  him  to  better  appreciat 
pastel  walls,  half-globe  lights,  enormous  potted  palm: 
marble  tables  and  a  great  '30s  painting  of  a  jungle  scen< 
Best  of  all  is  the  food  in  such  a  lavish  setting  (the  restau 
rant  fronting  a  hotel,  by  the  way):  lobster  gazpacho,  pan 
fried  crab  cakes,  a  mango  creme  brulee  in  a  "hurricane"  c 
fruit  sauces.  While  you're  debating  coffee,  a  madma 
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named  Jorge  starts  screaming  that  it's  time  for  a  Madrid 
newspaper. 


J 


A  minute's  walk  up  Ocean  Drive  you  reach  the 
\   News  Cafe,  the  epicenter  of  the  social  earth- 
quake that  shook  Miami  a  decade  ago.  A  man  of 
eason,  unencumbered  by  Jorge,  has  lit— 
le  to  do  except  plonk  himself  alfresco 
and  wait  as  only  people  in  tropical  cli- 
mates can,  for  all  the  beauty  and  for- 
eign press  of  the  world  to  arrive. . .. 


The  mural  of  the  story,  at  the  nth  Street  Diner. 


A 
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Buddy  boy,  we're  wasting  time 
l  here,"  said  Jorge,  and  yanks  me 
off  towards  Coral  Gables — 
where  the  wealthy  traditionally  built 
heir  mansions.  The  grandest,  right 
>eside  Madonna's  recent  multi- million- 
dollar  acquisition,  is  Vizcaya,  an  Ital- 
an  Renaissance  villa  with  gardens  built 
n  WWI  for  James  Deering,  who  co- 
bunded  International  Harvester.  The 
gardens  took  five  years;  the  entire  180- 
icre  enterprise  employed  a  tenth  of 
Miami's  population,  and  involved  cut- 
ing  back  tropical  jungle  and  putting  in 
i  railroad,  a  dairy,  a  poultry  farm,  a 
mule  stable;  fruit,  vegetable,  flower  gar- 
lens;  tennis  courts  and  canoe  water- 
ways. Following  Deering's  death  in  1925  (he  had  a  brief 
)eriod  of  enjoyment  after  it  was  finished),  his  heirs  sold  it 
:o  Dade  County.  A  museum  now,  it's  become  what  Deer- 
ng  evidently  intended:  his  living  monument,  a  latter-day 
jquivalent  of  Cheops'  Pyramid. 


nntn  of 
%etihow% 
Int.'*  little  to 
do  lutl  trail 
f  ofc  all  the 
freitttttj  and 
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Jorge  takes  dinner  money  off  me  and  suggests  we  eat  early. 
"You  want  to  lose  again,  we  can  come  back  at  4  a.m." 

For  dinner  Amano  is  still  the  place,  if  you  can  afford 
it,  in  ultra-modern  decor  in  the  only  non-Deco  building 
on  Ocean  Drive.  The  menu  is  a  schizophrenic  local 
melange  of  nouvelle  Miami:  macadamia-crusted  soft 
shell  crab  with  soba  noodles  and  Thai 
curry  butter  sauce,  followed  by  almond, 
black  pepper  salmon  and  citrus  cous- 
cous, or  Chinese  B.B.Q^  chicken  with 
plantain  mash  corn  flan,  and  a  passion- 
fruit  cheesecake  with  raspberry  sauce. 
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After  all  this  highbrow  culture  my  nerves  are  a  bit 
frayed,  so  we-  roar  back  to  South  Beach  to  The 
Sterling  Club,  a  swank  pool  room  with  a  per- 
iod bar,  where  12  superb  tables  are  just  getting  underway. 


Jorge  has  raved  about  The 
Stephen  Talkhouse 

all  day — an  ideal-size  music 
club,  with  a  courtyard  bar  in  back.  He 
says  they  consistently  offer  world-class 
salsa,  and  when  they  don't,  Lario's  On 
the  Beach  does. 

"And  tonight,  my  friend,  is  no 
exception,"  said  Jorge.  "We  are  talking 
about  a  monumental  event  in  Miami 
salsa.  A  hot  local  band  named  Abasi 
with  two  unbelievable  guests.  Both 
legends  in  Havana.  Cachao  on  bass — 
an  inventor  of  the  mambo  who  revolu- 
tionized salsa  back  in  1959  with  one 
historic  jam  session.  And  on  congas, 
Patato.  I  don't  know  when  they  came  over,  but  this  night 
you  won't  forget." 

He  isn't  exaggerating  either.  Cachao,  an  enormous 
man  with  a  brooding  forehead  (like  a  mulatto  bull  ele- 
phant in  suspenders),  attacks  the  bass  as  if  it  were  a  per- 
cussion instrument,  pulling  the  rest  of  the  band  (piano, 
drums,  chiquita  singer)  into  his  riffs.  Patato  is  his  oppo- 
site— a  small,  dapper,  mahogany  man,  mustached,  in 
Borsalino  hat,  tie  and  jacket,  approaching  70.  Not  much 
bigger  than  his  four  congas,  he  treats  them  like  disobe- 
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coffee  like  jet  fuel. 

Now  that  we're  awake,  a- 
one  in  the  morning  we  neecl 
a  drink,  and  out  of  too  manjl 
chic  bars  Jorge  chooses  i\ 
fancy,  low-key  bar-restau- 
rant, The  Strand — grand 
in  scale,  spacious,  high- 
ceilinged,  with  latticecj 
lights,  marbled  archesf 
great  red  sofas,  mosaicecl 
columns,  and  great  hangind 
urn  lights  in  domes,  with  ! 
good  menu  as  well.  Accord-] 
ing  to  the  pretty  bartender! 
the  crowd  is  always  "lot:[ 
and  lots  of  models  and  I 
few  lecherous  men — yoil 
guys  stand  a  very  good 
chance."  As  to  which  one| 
she  doesn't  specify. 
Tempting   as    it   is 

dient  children,  admonishing,  instructing  and  com-  overnight  at  the  sleek,  black,  modernist  rooms  of  th> 
manding;  instead  of  a  blitzkrieg  of  speed  he  controls  the  Century  Hotel  on  Ocean  Drive,  I  feel  I  need  a  breal 
attention  with  a  few  whacks  that  bring  people  to  their      from  South  Beach,  so  I  get  Jorge  to  drop  me  at  th<| 


Loud  and  lively  at  The  Stephen  Talkhouse. 


feet.  It  is  incandescent,  joyous  music,  and  at  intermis- 
sion Patato  goes  from  table  to  table  getting  his  picture 
taken  with  females  of  all  ages.  My  favorite  is  a  volup- 
tuous young  woman  in  a  slinky  black  dress  who,  pro- 
pelled by  the  music,  does  a  sexual  shimmy  through  the 
club  that  has  the  musicians  sweating  and  the  crowd 
roaring.  She  turns  out,  naturally,  to  be  a  feature  journal- 
ist for  The  Miami  Herald. 

^[    fy   After  so  much  music  we're  both  hungry,  so  at 

J        J     midnight  Jorge  and  I  end  up  at  one  of  the 

I    t\mj  best  Cuban  restaurants  in  town,  the  Puerto 

Sagua,  which  looks  like  a  New  York  coffee  shop  except 

for  the  3-D  mural  of  Havana's  Plaza  de  Catedral  in  the 

back.  A  fried  bisteco palomilla  gets  me  moving,  along  with 


majestic  Grand  Bay  over  in  Coconut  Grove,  Miami' 
only  true  five-star  hotel.  I  am  surprised,  by  this  poind 
that  they  let  us  stagger  in. 

"Don't  worry  so  much,  amigo,"  is  Jorge's  final  mesj 
sage,  as  he  delivers  me  to  the  airport  the  next  morning 
"Never  forget:   in 

Miami      the      sun         A  midnight  refresher  course. 
always  shines  for  the 
cool."  Here  endeth 
the  sermon.  • 


Anthony  Weller 

is  currently  shivering 
in  Gloucester,  Mas- 
sachusetts. 
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1 1th  Street  Diner,  nth  Street  and  Washington 

Avenue.  305-534-6373. 

Lulu's.  1053  Washington  Avenue  at  nth  Street. 

305-532-6147. 

Colony  Restaurant  (and  Hotel).  736  Ocean  Drive. 

305-673-0088. 

News  Cafe.  800  Ocean  Drive.  305-538-6397. 

Vizcaya  Museum  and  Gardens.  3251  South 

Miami  Avenue.  305-250-9133. 

The  Sterling  Club  Poolroom.  1242  Washington 

Avenue.  305-531-2114. 


Amano.  1440  Ocean  Drive.  305-531-6266. 

The  Stephen  Talkhouse.  616  Collins  Avenue. 

305-531-7557. 

Lario's  On  the  Beach.  820  Ocean  Drive, 

305-532-9577. 

Puerto  Sagua.  7th  and  Collins  Avenue.  305-673-1115. 

The  Strand.  671  Washington  Avenue.  305-532-2340. 

The  Century  Hotel.  140  Ocean  Drive. 

305-674-8855. 

The  Grand  Bay  Hotel.  2669  South  Bayshore 

Drive,  Coconut  Grove.  305-858-9600  or  800-327-2788. 
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Allen-Edmonds  Lifestyles™  casual  shoes.  I  hey  re  nol  jn>i  the  most  comfortable  shoe! 
we  make  Imt  the  mosl  comfortable  shoes  ever  made.  The^  come  in  \  A.  B,  I).  E 


ami  EEE  widths.  ;ni<l  lik«'  most  Ulen-Edmonds.  they  can  be  recrafted. 
Trj  on  the  only  casual  shoes  thai  live  up  to  our  name.  1-800-235-2348.  (mcp) 


Allen 
.3dmonds 


Sigma 

8x22  Elite  Binoculars 

Enjoy  sharp,  bright  images  and  breathtaking 
optical  detail.  Features  advanced  technologies 
optics,  pocket  size  ergonomic  design.  an< 
anti-UV  Red  Optics. 

$1199 


Gontax  Gl  35mm  Rangefinder 

luto/manual  focus  center-weighted  average  metering  and  four  awi 
C-arl  Zeiss  I    lenses. 

I  ontax  (.1  Bod)   $1  195 

(  arl  Zeiss  Hologon  T*  16mm  f/8.0  lens $2,295 

Carl  Zeiss  Planar  T*  45mm  f/2.0  lens 

Carl  Zeiss  Biogon  I  *  28mm  f/2.8  lens $495 

Carl  Zeiss  Sonnar  T*  90mm  f/2.8  lens $495 

TLAHOFlash..  $175        ^IllhUIlgELXl 

TBBB    Camera  Kii 

World's  first  fully  automatic,  ultra  i  effl 
38-1 40mm  zoom  camera.  Remote  operal 
panoramic,  landscape  modes  and  much 

ErgolloniicalK  designed  li\  world  famuli 

Porsche,  comes  w  itli  earn  ing  case  and  d 

$36995 


Leica  Mini  Zoom  Kit 

This  super-compact  camera  is  fully  automatic 
ami  packed  with  features.  Exclusive  \  \RIO- 
F.I.MAR  35-70mm  leu-  captures  Leica  ultra- 
sharp,  brilliant  image.''.  Comes  with  collectable 
Swiss  Army  watch  and  date  back. 

$42995 


OUGH 
BUY'S 


Ricoh  Rl 

l  Itra-thin  compact  with  built-in  flash  wi 
jusl  5  oz..  yet  retains  all  the  critical  fane 
you  need  to  lake  great  photos:  24mm  pa 
ma  wide-angle  lens,  and  30mm  standan 
$21995 


An  innovative  protective  Hup  Nip-  open  ti 
reveal  this  "case  free   ultracompact  camera. 
Beautiful  form  combines  with  a  lull  comple- 
ment of  sophisticated  functions,  including 
auto  macro,  focus  lock,  self-timer,  and 
red-eve  reduction  flash. 

$179* 


Konica  Limited 
Edition  HEXAR 
Rhodium 

with  HX-14  electronic  Ha>b.  fast  f/2.0  lens  an 
array  of  exposure  modes  and  the  first  ever 
infrared  3-eye  active  AF  system. 

850 


For  the  best 
burs  around, 
I  here's  no  place 
like  Willoughby's, 
where  you'll 
find  top  quality 
products  at  the 
right  price.  Call 
toll-free  or-  visit 
our  New  York 
Showroom. 


Pentax 

IQ  Zoom  140 

With  a  press  of  the  button,  this  extraordi 
camera  transforms  itself  from  an  ultras 
to  a  140mm  telephoto  ultra-zoom.  Featu 
include  passive  live-point  autofocus.  six- 
ment  multi-pattern  metering,  and  red  ey 
reduction. 

s329"5 
Minolta  Maxxum  300si 

with  a  35-70mm  zoom  lens.  Stunning  pictures  are  your! 
lessly  in  lull  automatic  mode.  Choose  a  setting  from  the 
Program  Selection  mode  and  vour  great  shots  are  even  I 
$35900 


Minolta  Maxxum  TOOsi 

with  35-70mm  zoom  lens.  No  other  camera  ever  won  these  top 
award-  in  one  year:  Japan's  Camera  Grand  Prix  1994,  Australia  s 
Camera  of  the  Year  1(>C'4.  The  European  Camera  of  the  \ear 
1994-95  and  TII'A  Besl  SLR  Camera  in  Europe  (>4-<):,.  Wow! 

s749',:> 


$ 


mi 


1-800-EST-1898 


136  IV.  32nd  St,  NYC 


212-564- 


BETTER   LIVING   THROUGH   TECHNOLOGY) 

Labs  nf\r      &tern  Plo  Imagine 
^aos  of  Vancouver  Canard   • 
^  service  that  scans  ^  " 

can  then  be  filled  bvfegap 
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We  Expect  To  See  A  Lot  Of  Players  Wearing 
Cross  Creek  At  The  U.S.  Open.  You  Could  Be  One  Of  Them 


Win  the  Cross  Creek  U.S.  Open  Sweepstakes  and  see  the  pros  in  action  at 
Shinnecock  Hills,  Southampton,  New  York.  Or  win  one  of  1 50  other  prizes  and  just 
feel  like  a  pro — enjoying  the  exceptional  quality  and  full-cut  comfort  of  a  Cross  Creek 
shirt.  So  enter  today.  And  you  could  be  looking  good  this  summer. 


Win  A  Trip  To  The  U.S. Open 


Name  _ 

Address 

City 


Entry  Form 


Age 


State 


Phonef     ] 
Mail  entry  to: 


Zip 


Cross  Creek  Apparel 
U.S.  Open        FYI 
Post  Office  Oraiuer  11 07 
Mount  Airy,  North  Carolina  27030 


No  purchase  necessary.  You  must  be  2 1  ye; 

will  be  selected  by  a  random  drawing.  Winners  must  sign  an  affidavit  of  eligibility  and  release  c 

publicity  or  an  alternate  winner  wilfbe  selected.  All  taxes  will  be  responsibility  of  winner.  Odds  of  winning 


r  older.  Entries  must  be  received  by  May  2j.  1995-  Winners 
^davit  of  eligibility  and  release  of  liability/ 
e  responsibility  of 
ilv  of  Russell  Corp 


determined  by  number  of  entries  received.  Employees  and  family  of  Russell  Corporation  and  its  advertis- 
ing agencies  not  eligible.  All  prizes  guaranteed  to  be  awarded. 


FYI 


Register  To  Win 

Grand  Prize:  All-expense-paid  trip  for  two  to  the  U.S.  Open 
June  15-18, 1995.  Includes  airfare,  accommodations  (5  days, 
nights,  double  occupancy),  meals,  ground  transportation,  rw 
rounds  of  golf,  and  tickets  to  all  four  days  of  the  tournament. 

2nd  Prize:  Cross  Creek  all-cotton  knit  shirt  and  coordinated 
V-neck  sweater  (50  prizes). 

3nd  Prize:  Cross  Creek  all-cotton  knit  shirt  (100  prizes). 


CrossQeek9 

Pro  Col  lection 


Made  in  the  USA 


The  Exceptional  Shirt 


Ladies  and  gentle- 
men." 
Huh?  You  mean 
or? 
Sullenly  separated  for 
one  sunny  Saturday  from 
their  Game  Boys  and  Topsy 
Styling  Tools,  the  assembled 
children  survey  Judith  Re, 
self-proclaimed  directrice  of 
the  Academie  for  Instruc- 
tion in  the  Social  Graces, 
with  understandable  suspi- 
cion. After  all,  during  her 
day-long  course  on  "Social 
Savvy"  at  Boston's  Ritz- 
Carlton  Hotel,  the  elegantly 
attired  Ms.  Judith  intends  to 
succeed  where  all  parents 
have  failed:  teaching  man- 
ners to  children. 

But  not  to  worry,  dear 
reader.  Ms.  Judith  knows 
what  she  is  about.  (The  sur- 
name is  Portuguese,  by  way 
of  Holyoke,  Massachusetts. 
The  whole  French  thing  is 
kind  of  a  pose.)  She  learned 
her  own  Old  World  man- 
ners at  her  parents'  dinner 
table,  and  during  visits  to 
European  relatives.  Several 
years  ago,  while  watching  a 
pair  of  ill-mannered  urchins 
ruin  their  parent's  restau- 
rant meal,  Re  realized:  "In 
busy,  two-career  families, 
nobody's  at  home  long 
enough  to  teach  their  chil- 
dren manners."  So  for  the 
past  eight  years,  shuttling 
among  Boston,  New  York, 
Cleveland  and  Los  Ange- 
les, Ms.  Judith  has  been 
doing  it  for  them. 

Can  Ms.  Judith  turn 
nose-fingering,  suburban 
ducklings  into  socially 
savvy  swans?  I  enrolled  my 
eight-year-old  son  Chris- 
topher, who  blew  off  the  group's  early-morning  tour 
in  favor  of  a  pressing  soccer  commitment.  Sweaty  and 
a  tad  surly,  he  caught  up  with  his  class  of  two  other 
boys  and  six  girlsjust  in  time  for. ..flower  arran- 
ging. Naturellement. 


Enfants 
Not-So- 
Terribles 


Those  children  of  yours 

need  a  coat  of  varnish? 

a  little  more  "finishing" 

than  they  currently  possess? 

Here's  one  way  to  get  it 

By  Alex   Beam 


I.    LES    FLEURS 

Yes,  flower  arranging.  The 
Ritz  has  laid  out  nine  bulb- 
shaped  vases  and  a  panoply 
of  freesia,  iris  and  Queen 
Anne's  lace  for  the  children 
to,  uh,  dispose  of  as  they 
see  fit.  After  15  minutes, 
Ms.  Judith  sidles  up  to  the 
long  table  and  comments 
on  her  pupils'  creations. 

Generally  speaking,  the 
girls  have  fashioned  har- 
monious combinations — 
something  tells  me  they've 
done  this  before — and  the 
boys  have  jammed  the 
stalks  in  helter-skelter. 
Future  Florists  of  America 
they're  not.  "Each  one  of 
these  reflects  your  person- 
alities," Ms.  Judith  coos, 
tactfully  ignoring  the  psy- 
chological farrago  revealed 
in  the  tangled  underbrush. 
Commenting  on  one  boy's 
design  that  pays  homage  to 
Phyllis  Diller's  hairdresser, 
Ms.  J.  says:  "That  looks 
like  something  from  the 
jungle."  She  knows  the 
child  will  take  this  as  a 
compliment,  and  he  does. 


II.    LA   TABLE 

Shortly  before  noon,  the 
children  buckle  down  to 
some  serious  etiquette 
training.  The  Ritz  has 
laid  out  ten  place  settings, 
complete  with  silver, 
china  plates  and  fan-fold- 
ed linen  napkins,  around  a 
table  for  them.  Ms.  Judith 
identifies  the  various 
utensils,  endures  the 
inevitable  groans  at  the 
mention  of  the  salad  fork 
("SAL-ud?  We're  having 
SAL-ud?"),  and  then 
summons  the  children  to  the  table. 

Gastronomically  speaking,  the  lunch  surges  over 
the  top.  The  hotel's  award-winning  kitchen  has  pre- 
pared a  shrimp  hors  d'oeuvre  ("SHREY-imp! 
Yuck!"),  a  chicken  breast  cooked  in  Champagne  and 
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caviar  sauce — a  far  cry  from  the  children's  habitual 
McFare.  Towards  the  end  of  the  repast,  the  wait  staff 
presents  a  palate-clearing  papaya  sorbet.  This  passes 
muster  with  the  finicky 
McKids,  because  it  tastes  like 
ice  cream,  sort  of. 

Undaunted  by  the  sotto 
voce  complaining  and  one 
basso  pro  fun  do 
belch,  Ms.  Judith 
cheerily  imparts 
useful  knowledge: 
always  look  the 
server  in  the  eye;  use  the  "power  finger"  (in 
her  world,  the  index  finger;  in  their  world, 
the  Bird)  when  cutting  and  when  spearing 
with  the  fork.  If  you  must  burp,  "sometimes 
you  can  do  it  with  your  lips  close  together," 
although  leaving  the  room  is  preferable. 
When  finished  with  your  meal,  leave  your 
silverware  in  a  4:30  position  (facing  down 
and  to  the  right)  so  the  servers  will  know 
you  are  done.  Against  all  odds,  some  of  this 
is  actually  sinking  in. 


III.  LE  SMALL  TALK; 
LE  MACAULAY  CULKIN 

Small  talk  is  hard  to  explain  to  boys  and 
girls  under  12  years  old,  because  their  con- 
versation is  by  definition  quite  Lilliputian:  Beavis's 
latest  mot,  correct  use  of  the  Creepy  Crawlers  oven; 
will  the  red  Power  Ranger  ever  return?  Ms.  Judith 
likens  chat  to  volleyball:  the  point  is  to  keep  the 
bladder  in  the  air.  "Steer  away  from  politics  and  reli- 
gion," she  says.  "Don't  talk  about  what  it  was  like 
when  the  Berlin 
Wall  came  down." 
(Little  enough 

chance  of  that,  don't 
you  think?)  "Ladies 
and  gentlemen,  just 
because  you're  young 
doesn't  mean  you 
don't  have  anything 
to  say  for  your- 
selves." 

Well,  yes  and  no. 
As  an  acceptable 
subject  for  conversa- 
tion, Ms.  Judith  sug- 
gests table  mishaps. 
My  ordinarily  lacon- 
ic son  tells  his  mess 
mates  how  his  moth- 
er's hair  once  caught 


fire  in  a  Prague  restaurant.  (Funny,  I  don't  remember 

visiting  Prague )  Dizzy  with  success,  he  regales  his 

new  friends  with  stories  of  his  father  being  fed  dog 
biscuits  as  a  child.  Polite  tittering  ensues. 

A  brief  etiquette  module  features  introductions 
and  greetings,  and  the  correct  formulas  for  introduc- 
ing important  people,  e.g.  your  parents,  to  less  im- 
portant people,  e.g.  your  friends.  This  won't  be  a 

problem  should 
you  meet  with 
the  President, 
Ms.  Judith  ex- 
plains, because 
he  has  his  own 
staff  of  profes- 
sional introduc- 
ers. One  boy 
poses  a  stumper: 
what  if  Mac- 
aulay  Culkin 
visited  your 
home?  Isn't  he 
more  important 
than  your  par- 
ents? Absolute- 
ly not,  Ms. 
Judith  replies. 
Clearly,  no  one 
believes  her. 


Small  talk  is  hard  to  explain  to  boys  and  girls 

under  12 years  old,  because  their  conversation 

is  by  definition  quite  Lilliputian. 


Art  appreciation  ?  After  a  turn 

with  Ms.  Judith,  nothing  is  too  far-fetched 

for  parents  to  imagine. 


IV.    LES    PATISSES; 
LE   TELEPHONE;    LE   FITNESS   CLUB 

While  digesting  their  four-star  chow,  Ms.  Judith's 
wards  are  force-fed  a  potpourri  of  new  information. 
Minions  wheel  in  a  cart  piled  high  with  delicate  pas- 
try shells,  fresh  strawberries  and  melt- 
ed chocolate.  Then  the  Ritz's  pastry 
chef  Paw  Mikkelsen  shows  the  chil- 
dren how  to  decorate  "Boston 
Swans."  They  watch  in  rapt  attention, 
as  if  this  might  show  up  on  the 
Groton  admissions  test. 

Then  it's  on  to  telephone  etiquette, 
taught  at  dummy  phone  consoles  sep- 
arated by  a  screen.  "Joshua,  what  do 
you  do  if  you'get  a  crank  call?"  Ms. 
Judith  asks  the  class  cut-up  who, 
Christopher  tells  me,  has  been  show- 
ing off  some  salty  language  in  the 
men's  room.  True  to  form,  Joshua 
answers:  "If  you  know  who  it  is,  you 
crank  call  them  back."  Mais,  bien  sib; 
Mme.  la  Directrice! 

When  his  turn  comes,  Christopher 
fields  a  call  from  Alexis,  a  tall,  willowy, 
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ii-year-old  fox  hailing  from  one  of  the  region's  more 
desirable  zip  codes.  "Is  Christopher  Beam  in?"  she 
asks.  "No,"  he  replies,  "Christopher  is  in  the  shower." 
I  upbraid  him  later, 
sharing  my  own  life 
experience.  Whatsa 
matta  wif  you!  You 
think  the  foxes  call 
every  day? 

In  the  late  after- 
noon, Ms.  Judith  has 
scheduled  a  strategic 
visit  to  the  hotel's 
health  club,  to  let  the 
children  work  off 
excess  energy  on  the 
Stairmaster  before 
changing  into  eve- 
ning attire  for  the 
Grand  Finale 


"That  one  looks  like  something  from  the  jungle, " 

Ms.  Judith  tells  one  boy.  She  knows  he  will 

take  this  as  a  compliment,  and  he  does. 


V.    LA   DANSE 

"Sometimes        the 

ladies  and  gentlemen 

can  be  a  bit... nervous  before  a  dance,"  Ms.  Judith 

says,  standing  in  front  of  a  trembling  Joshua,  who  is 

about  to  pay  dearly  for  his  earlier  imitation  of  Sir 

Toby  Belch. 

Earlier,  Ms.  J.  told  me  that  "her" 
children  wax  most  inventive  when 
dreaming  up  excuses  not  to  partici- 
pate in  the  dance  lesson.  Young 
girls  evoke  the  scourge  of  flesh-eat- 
ing bacteria;  old  athletic  injuries 
tend  to  flare  up  in  io-year-old  boys. 
A  touch  of  the  vapors;  that  flushed 
feeling — could  it  be  Lyme  disease? 
Any  ailment  can  break  out  when 
the  children  march  into  a  small 
banquet  room  after  dinner,  and  spy 
the  waiting  tape  deck  and  the 
miniature  parquet  dance  floor,  and 
grasp  the  full  horror  of  the  Danc- 
ing Lesson. 

But  Christopher's  group  is — 
dare  I  say  it — well-behaved?  Yes, 
the  boys  cringe  in  a  corner,  slurping 
their  ice  cream  sundaes,  hoping 
against  hope  that  the  dreaded 
music  will  never  begin.  But  when 
Ms.  Judith  calls  them  forward, 
they  face  their  fate  like  men. 

The  Fearless  Leader  seizes 
Joshua,  claps  his  right  hand  around 
her  waist,  and  snatches  his  left 


The  gentle  thunder 

of  Strauss  rolls 
through  the  room, 


hand  in  hers.  Waiting  for  "Blue  Danube"  to  swell  its 
banks,  she  calls  out:  "Get  ready,  here  it  comes."  Then 
the  gentle  thunder  of  Strauss  rolls  through  the  room, 
and  the  "ladies  and  gentlemen"  stum- 
ble back  and  forth  in  graceless,  triple 
time.  They  don't  protest,  they  don't 
chafe;  there  is  even  an  undercurrent 
of  small  talk  audible  in  the  room: 
"Where  were  you  when  the  Berlin 
Wall  came  down?"  (Well,  not  quite.) 
Needless  to  say,  I  am  amazed.  The 
wild  horses  have  been  broken;  the 
domestication  process  has  begun.  A 
few  minutes  later,  their  parents  swoop 
in  to  fetch  the  children  back  to  exur- 
bia,  where — in  spite  of  their  underage 
selves — the  lessons  of  the  "power 
finger,"  proper  phone  conversation, 
and  of  the  dance  floor,  will  never  be 
entirely  expunged. 

Now,  when  grasping  for  squishy 
bags  of  ketchup  at  fast-food  emporia, 
Christopher  always  says,  "Please." 
The  last  time 
he  capsized  his  brother's  Super 
Size  Diet  Coke  in  an  effort  to 
steal  some  McChow,  I  thought 
I  heard  him  say,  "Excuse  me." 
The  specter 
of  Ms.  Judith 
hangs  over 
us,  like  a 
frie  ndly  — 
and  exquisitely  mannered — ghost. 


why?-, 
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AND  THE     LADIES  AND 

gentlemen"  STUMBLE 

back  and  forth  in 
graceless  triple  time. 

They  don't  protest, 

they  don't  chafe.... 

The  wild  horses 

have  been  broken; 

the  domestication 


PROCESS  HAS  BEGUN. 


Model  parent  Alex  Beam  neither 
spares  the  rod  nor  spoils  the  child. 

Judith  Re  teaches  Social 
Savvy  seminars  to  children 
each  year  at  the  Ritz  Hotels 
in  Boston,  New  York  and 
Cleveland;  and  at  the  Century 
Tower  in  Los  Angeles;  the 
Four  Seasons  in  San  Francis- 
co and  Seattle,  and  the  Wind- 
sor Court  in  New  Orleans. 
Cost:  $i75-$25o.  Her  Acad- 
emie  ("academy"  makes  it 
sound  like  a  karate  school,  she 
explains)  is  located  at  182 
Beacon  Street,  Boston,  Mass. 
02116;  617-267-0107.  Tell 
them  Christopher  sent  you. 
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My  Day  With  Ms.  Judith 

By  Christopher  Beam 


One  Saturday 
last  fall  I 
went  to  a 
Social  Savvy  class  at 
the  Ritz-Carlton 
Hotel  in  Boston. 
Judith  Re  was  the 
teacher.  She  was  a 
very  nice  person.  She 
asked  us  to  call  her 
"Ms.  Judith"  in  the 
thank-you  notes  we 
wrote  to  her,  so  that's 
what  I'm  going  to  call 
her  now.  Ms.  Judith 
really  wanted  us  to 
remember  the  man- 
ners that  she  taught 
us.  As  I  said,  she  is  a 
very  nice  person. 

My  favorite  things 
that  we  did  were  aer- 
obics in  the  health 
club  and  learning  how  to  eat  your  food.  The  Ritz's 
health  club  was  not  very  big,  but  I'm  sure  all  the  kids 
liked  it.  It  had  a  stair  climber  that  shows  you  how 


many  calories  you 
burned,  how  many 
stairs  you  climbed 
and  even  how  many 
floors  you  went  up. 

I  don't  know  why  I 
liked  eating  lunch  so 
much.  I  just  thought 
it  was  fun  learning 
how  to  cut  your  food. 
Some  people  didn't 
like  the  shrimp  and 
olives.  I  thought  the 
shrimp  was  okay,  but 
the  olives  were  a  little 
bit  too  salty. 

I  think  the  kids 
were  plenty  well 
behaved,  although 
some  of  the  kids 
were  getting  a  little 
hyper  at  the  end  of 
the  day.  I  think  that  I 
might  have  been  one  of  them.  The  course  is  very 
interesting,  and  if  you  have  kids,  you  might  want  to 
send  them  to  it  when  Ms.  Judith  holds  it  again. 


What  To  Do?  Ask  Ms.  Judith 


You  are  at  a  wonderful  dinner  party  and  suddenly  you 
realize  you  are  about  to  pass  gas,  break  wind,  etc. 
Try  to  hold  it.  But  if  it  has  to  happen  excuse  yourself  and 
go  to  the  bathroom. 

At  someone  else's  house,  you  accidentally  break  a 
pretty  vase  that  belongs  to  your  hosts. 
Apologize.  Clean  up  the  mess.  If  it  can  be  replaced,  do  so. 
If  it  cannot  be  replaced,  do  your  best  to  select  another  vase. 

You  want  to  negotiate  your  allowance. 

Work  up  a  budget.  Sit  down  with  your  parents  and  explain 

what  your  needs  are.  Don't  mention  college  tuition. 


A  tiny  piece  of  food  is  caught  in  your  braces. 
First,  try  to  use  your  tongue.  If  this  doesn't  work,  wait  for 
a  pause  between  courses  and  go  to  the  bathroom.  There, 
you  can  use  whatever  implement  you  like:  finger,  tooth- 
pick, etc. 

You  are  allergic  to  dogs,  you  haven't  brought  your 
medicine,  and  two  cocker  spaniels  greet  you  at  a 
friend's  home. 

You  have  several  choices.  If  the  medicine  you  need 
is  sold  without  a  prescription,  you  could  apologize  for 
being  unprepared  and  ask  if  someone  might  accompany 
you  to  the  nearest  drugstore.  Or  you  could  throttle 
the  spaniels.  • 


(Freely  adapted  from  Social  Savvy  by  Judith  Re  with  Meg  R  Schneider.  Summit  Books,  New  York,  N.Y.) 
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\e  grand  tour  used  to  ta\e  young  aristocrats  of  the  1700s  on 
Itntal  trips  to  soaf{  in  some  culture  and  to  buy  up  as  much  art  as 
for  the  stately  pile  bac\  home. 

The  grand  tour  travelers  of  that  era  might  be  surprised  to  learn  that 
now  it  is  the  British  Isles  that  are  rich  in  highbrow  pickings.  The 
cultures  of  jaunty  Scotland,  bountiful  England  and  beguiling  Ireland 
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are  enriched  by  centuries  of  tradition  and  all  offer  wonderful  things  to  do  and 
wonderful  places  to  stay.  And  this  year  especially,  there's  the  chance  of  a  life- 
time to  savor  Britain  at  its  best,  for  the  British  Tourist  rT(T  V/A  J  .'. 
Authority  has  sparged  up  to  a  thousand  events  in  England         ADTC 

/\K  )anc 

and  Scotland  as  part  of  its  1995  Festival  of  Arts  and  Culture.         /[   I  Tj  I  [S  ["" 


)/     here's  a  heady  list  of  contenders  for  the  starting 
•       /    point  of  a   1995  grand  tour,  but  the  Edinburgh 

International  Festival,  August  13-September  2,  must 
win  top  place  for  Scotland  under  any  arts  and  culture 
banner.  The  Festival  Fringe  alone  rates  as  the  largest  arts 
festival  in  the  world,  with  more  than  1,000  companies 
putting  on  12,000  performances  in  180  venues.  At  the 
heart  of  the  Festival  season  will  be  the  city's  newly 
opened,  state-of-the-art  Edinburgh  Festival  Theatre. 
Playing  host  to  the  Scottish  Ballet  and  the  Scottish 
Opera,  the  theater  boasts  the  largest  stage  in  Britain  and 
will  be  a  number  one  venue  for  the  Festival. 

Guests  taking  the  Edinburgh  Festival  package  at  the 
Gleneagles  hotel  will  be  chauffeured  in  style  to  Festival 
events.  Set  in  dramatic  countryside  some  50  miles  north 
of  Edinburgh,  Gleneagles  has  frequent  link-ups  witb  the 
capital's  cultural  scene,  and  provides  year-round 
packages  to  help  guests  enjoy  the  new  theater. 

The  exploits  of  swashbuckling  hero  Rob 
Roy'  MacGregor  were  romanticized  by  Sir 
Walter  Scott,  and  inspired  the  movie,  Rob  Roy, 
starring  Liam  Neeson,  due  for  release  in  April 
At  Gleneagles,  Rob  Roy  packages  take  guests  on 
the  outlaw's  carousing  and  cattle-rustling  trail  as 
well  as  to  the  Rob  Roy  Heritage  Centre  in 
Callander. 

leneagles  is  part  of  The  Leading  Hotels 
^/  of  the  World,  which  has  many  world- 
famous  members  throughout  the  British  Isles. 
Famous  for  its  golf  courses,  it  hosted  the  Bell's 
Scottish  Open  in  1994.  It  also  wins  accolades 
for  its  food.  'Scottish  cuisine  is  among  the  best 
in  the  world,'  says  the  hotel's  celebrated  execu- 
tive chef  Alan  Hill   Though  a  Sassenach  (born 
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and  bred  south  of  the  Scottish 

border)    by    origin,    Alan    was 

ready  to  demonstrate  his  claim  on  U.S.  television's  Food 

Network  by  serving  haggis  in  a  sauce  with  a  kick'  made 

from  Talisker  whisky 

nother  leading  hotel,  the  Caledonian,  will  be 
right  in  the  thick  of  the  Festival  events.  With 
its  prime  location  on  Edinburgh's  famous  Princes 
Street,  the  hotel  offers  views  of  Edinburgh  Castle  from  its 
Pompidou  Restaurant  and  from  70  of  its  bedrooms.  It  is 
conveniently  placed  for  the  Edinburgh  Military  Tattoo, 
which  takes  place  August  4-26. 

This  year,  the  Tattoo's  massed  bagpipe  bands  and 
drums  at  the  Castle  will  pay  tribute  to  the  royal  house  of 
Stuart  and  celebrate  the  250th  anniversary  of  the  Jacobite 
Uprising  when  Bonnie  Prince  Charlie  ral- 
lied the  clans  in  a  bid  to  regain  the  twin 
thrones  of  Scotland  and  England. 

Edinburgh's  latest  shindig  is  a  three-day 
festival  centered  on  traditional  New  Year's 
Eve  Hogmanay  celebrations,  with  a  torch- 
light procession,  a  bonfire,   fireworks,  a 
carnival,  concerts,  and  a  Hogmanay  ball. 
In   the   two  years  since  this  'Edinburgh 
Hogmanay'  Festival  was  launched  it  has 
become  the  biggest  street  party  in  Europe. 
Having  won  a  'best  breakfast  of  the  year 
award'  recently,  the  Caledonian, 
or  The  Caley'  as  it  is  affection- 
ately  known   by   the   locals, 
offers    positive    recuperative 
measures   for  the   morning  of 
Ne'er  Day'  as  the  first  day  of  the 
New  Year  is  known  here.  It  joins  in 
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the  city's  revels  with  its  own  year-end  party  featuring 
Scottish  dancers,  a  piper  and  a  dance  band 

ot  to  be  outdone  by  Edinburgh,  Glasgow 
stages  'Mayfest,'  its  International  Arts  Festival, 
between  April  28  and  May  20,  an  annual 
International  Jazz  Festival  between  June  30  and  July  I ,  and 
the  World  Pipe  Band  Championships  on  August  12.  The 
city's  tribute  to  the  Jacobite  Uprising  is  Charlie's  Year,'  an 
exhibition  at  the  Kelvingrove  Gallery  running  between  June 
3  and  August  27. 

Glasgow  has  been  named  the  UK  City  of 
Architecture  and  Design  for  1999  and  is  already  basking 
in  its  glory,  with  plans  to  kick  off  in  1 996  with  the  largest- 
ever  retrospective  exhibition  about  Charles  Rennie 
Mackintosh.  The  Scottish  designer-architect's  striking  art 
nouveau  buildings  and  stunning  but  simple  furniture 
designs  are  to  be  found  throughout  the  Glasgow  region. 
In  stark  contrast  to  the  over-fussy  tastes  of  the  day, 
Mackintosh's  controversial  ideas  were  a  great  influence  on 
European  design 

The  city  also  has  a  wealth  of  Victorian  architecture, 
which  spills  over  into  the  countryside  with 
grand  hotels  like  the  white- 
walled  Edwardian  Turnberry, 
on   the   dramatic   southwest 
coast,  just  53  miles  away.  The 
hotel      is      linking     up      with 
Glasgow's  events  to  give  its 
guests  a  choice  of  Leading 
Hotels     of     the     World 
three-night  special  pack- 
ages in  conjunction  with 
American  Express. 


The  packages  are  based  on  specific  events,  with  the 
first  starting  May  17,  centered  on  the  opera  The  Marriage 
of  Fiifaro  on  May  19.  The  second  begins  July  4,  with  a 
concert  by  Jessye  Norman  on  July  6,  and  the  third 
October  1,  with  a  concert  by  the  St.  Petersburg 
Philharmonic  Orchestra  on  October  3.  Included  in  the 
packages  is  one  spa  treatment  or  a  round  of  golf  on  the 
hotel's  challenging  Ailsa  course,  the  venue  of  the  1994 
British  Open.  Dinner  is  served  in  a  choice  of  restaurants, 
including  one  with  breathtaking  views  of  the  islands  of 
Ailsa  Craig  and  Arran. 

A  MACKINTOSH  CHAIR  (LEFT],  ONE  OF  MANY  OF  HIS 
DESIGNS  THAT  HAVE  COME  TO  SYMBOLIZE  A  REBIRTH 
OF  THE  ARTS  IN  GLASGOW 

THE  EDINBURGH  TATTOO  'BELOW)  WITH  THE  CASTLE  IN 
THE  FOREGROUND 
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cross  the  Irish  Channel,  Ireland's  quirky  person- 
ality makes  for  many  a  congenial  evening  of 
anecdotes  among  the  locals.  The  Irish  don't 
have  a  word  meaning  manana,  they  like  to  tell  you  over  a 
pint  at  O'Donoghue's,  one  of  Dublin's  many  live  music 
pubs.  What  they  do  have  is  the  craic,  which  is  Gaelic  for 
a  mix  of  chat,  stories  and  humor,  to  be  enjoyed  in  almost 
any  Irish  pub. 

The  Irish  Tourist  Board  delights  in  showing  an  ad 
with  a  signpost  pointing  to  Galway  in  three  different 
directions.  Little  wonder,  then,  that  Dublin's  best  place  to 
stay  turns  out  to  be  not  one  but  two  leading  hotels:  The 
Berkeley  Court  and  The  Westbury  Both  boast  fine 
antiques  and  paintings  as  well  as  modern  luxurious  facili- 
ties. The  Berkeley  Court  is  located  in  the  exclusive 
Embassy  area  of  Dublin,  just  ten  minutes'  walk  from  the 
town  center.  The  Westbury  is  in  the  heart  of  the  city, 
right  next  to  the  fashionable  shopping  district. 

Both  The  Berkeley  Court  and  The  Westbury  can 
arrange  tickets  for  numerous  events,  including  the  Dublin 
Horse  Show,  August  7-12,  and  the  Leopardstown  race 
meetings,  from  July  to  November  and  at  Christmas,  as 
well  as  for  other  major  race  meetings.  Transfers  to  the 
events  are  arranged  for  hotel  guests  who  have  access  to  a 
reserved  enclosure  once  they  arrive. 

here    is   certainly    nothing    livelier   than  'the 

/    Dublin  entertainment  scene.  Film  makers  adore  the 

city  and  countryside.  At  events  like  the  annual  Dublin 

Film   Festival,   March  7-16,   international   directors  rub 

shoulders  with  homegrown  talent,  such  as  Neil  Jordan, 

director  of  The  Crying  Game  and  Interview  with  a  Vampire. 

The  Dublin  Theatre  Festival  takes  place  between 


October  2-14,  and  the  Dublin  Grand  Opera  Society's 
winter  season  runs  at  the  Gaiety  theater,  from  November 
to   December.    Both   The   Berkeley 
Court  and  The  Westbury  can 
arrange     tickets     for     their 
guests,  subject  to  avail- 
ability  They  will  also 
organize   chauffeur- 
driven  half-day  tours 
of   the   city    or    full-day 
tours  of  the  countryside. 


astings  of  the  local 
scene  are  on  offer  all  year 

round.  The  art  of  writing  makes 
a  good  theme  for  enjoying  the  city,  from  the  8th-century 
Book  of  Kells  in  Trinity  College  library,  to  the  Dublin 
Writers'  Museum,  which  includes  recent  authors  in  its  dis- 
plays on  Irish  literary  history.  The  Literary  Pub  Crawl  vis- 
its places  frequented  by  James  Joyce,  Brendan  Behan  and 
Samuel  Beckett.  The  Dublin  Footsteps  Walks  take  in 
medieval  or  Georgian  Dublin. 

A  three-hour  parade  marks  the  high  point  of  St. 
Patrick's  Day,  March  17.  On  Bloom's  Day,  June  16,  cos- 
tumed enthusiasts  re-enact  the  day  described  by  the  hero 
of  James  Joyce's  Ulysses. 

ver  in  England,  a  grand  tour  itinerary  has  particular 
cachet  when  Royalty  is  in  attendance. 
During  Cowes  Week  Regatta  on  the  Isle  of  Wight, 
Her  Majesty's  yacht  Britannia  is  usually  moored  offshore, 
and  this  year's  event,  July  29-August  5,  is  likely  to  be  no 
exception. 

Prince  Philip  frequently  sails  aboard  a  friend's  yacht, 
often  with  ex-King  Constantine.  He  takes  part  in  first- 
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class  racing  on  the  Solent,  the  shel- 
tered channel  between  the  Isle  of 
Wight  and  the  mainland,  which  has 
the  challenging  depths  and  tides  of  a 
miniature  sea    Princess 
Anne,     President     of 
the      Royal      Yachting 
Association,     may     well 
drop  by  for  a  race  or  two 
against  the  backdrop  of 
the  island's  white  cliffs 

he  mainland  county 
facing  the  Isle  of  Wight 
is  Hampshire,  where  the 
Chewton  Glen  hotel  offers  a  charming  inland  base  for 
guests  on  its  five-night  Cowes  Week  package,  which 
includes  breakfast  and  table  d'hote  dinner.  The  hotel,  an 
elegant  18th-century  country  house,  has  its  own  cultural 
theme,  for  a  previous  owner  was  Captain  Frederick 
Marryat,  author  of  Children  of  the  New  Forest,  and  its  decor 
echoes  this  literary  motif. 
Cowes  is  about  an  hour 
away,  including  the  ferry 
crossing. 


ditional  four-day  Christmas  is  recreated  here  exactly  as  it 
was  described  in  her  writings. 

The  hotel's  375  landscaped  and  woodland  acres  rank 
as  one  of  the  country's  top  gardens  to  visit.  They  are  now 
owned  by  the  National  Trust,  which  celebrates  its  centen- 
ary this  year  with  a  jam-packed  program  of  events  up  and 
down  the  country  including  concerts,  outdoor  opera, 
open-air  theater,  regattas,  craft  fairs  and  flower  shows. 

uintessentially  English'  is  a  fitting  description 
of  the  countryside  settings  of  Cliveden  and 
Chewton  Glen  but  it  is  also  an  expression  often 
used  about  the  elegant  Georgian  city  of  Bath,  unique  in 
Britain  for  its  hot  spring  water  still  flowing  into  the 
Roman  baths  complex.  The  Bath  International  Music 
Festival,  May  19-June  4,  uses  this  and  other  architecturally 
striking  venues  for  its  concerts. 

The  city's  honey-colored  stone  buildings  form  a  stun- 
ning backdrop  to  the  opening  night  of  the  Festival,  when 
the  street  lights  are  off,  and  a  lighted  candle  shines  in 
every  window  The  Bath  Spa  Hotel  arranges  for  chauf- 
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'weeping  vistas 
add  delight  to  any 
grand  tour.  Cliveden, 
a  hotel  that  was  once  the 
Astor  family  home  and 
made  headlines  with  the 
Profumo  affair  in  the 
1960s,  overlooks  the 
river  Thames  from  a  hill- 
top  in   Berkshire.   Once 

the  stately  home  of  dukes  and  a  Prince  of  Wales,  Cliveden 
was  designed  for  entertaining  Its  grand  rooms  are  now  a 
background  to  the  hotel's  special  events,  like  the  soirees, 
with  music  and  readings,  organized  by  the  managing 
director's  wife,  actress  Jenny  Agutter.  The  comedienne 
Joyce  Crenfell  was  related  to  the  Astor  family,  and  a  tra- 


feur-driven  cars  to  take  guests  to  the  many  Festival  events 
and  to  its  own  sponsored  concert  on  May  28,  when  the 
Nash  Ensemble  is  performing  in  the  Assembly  Rooms. 
The  hotel  is  a  lovingly  restored  19th-century  mansion  set 
in  seven  acres  of  gardens,  with  individually  decorated 
rooms,  some  furnished  with  four-poster  beds 


COWFS  WEEK  (LEFT),  WITH  HMS  BR1TTANIA  IN  ATTENDANCE 

RACING  IN  DUBLIN  (ABOVE).  AND  THE  EXQUISITE  FOUNTAIN  IN  THE  GARDENS  OF  CLIVEDEN  (RIGHT) 
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nglish  country  house  style  has  been  the  inspiration 
for  the  redecoration  of  the  bedrooms  and  suites  at 
The  Dorchester  in  London,  which  reopened  in  1991 
after  a  comprehensive  two-year  renovation.  The  canopy 
bed  used  by  General  Eisenhower  during  World  War  II  is 
still  the  focal  point  of  the  suite  named  after  him. 

Celebrities  like  staying  here  -  according  to  Charlton 
Heston  the  tub  in  the  marble  bathroom  of  his  suite  is  the 
only  one  he  has  come  across  on  his  travels  big  enough  for 
him  to  get  his  knees  under  water. 

Centrally  located  overlooking  Hyde  Park,  The 
Dorchester  is  a  self-contained  world.  "Calling  The 
Dorchester  a  hotel  is  rather  like  calling  champagne  a  fizzy 
drink,  or  caviar  a  sandwich  spread,"  said  one  ecstatic 
guest.  Others  never  leave  the  premises,  preferring  to 
enjoy  free  use  of  the  Spa,  with  its  gymnasium,  sauna, 
steam  room  and  aromatherapy,  hydrotherapy  and  other 
stress-reducing  treatments,  or  spending  their  time  shop- 
ping in  the  arcade  and  attending  dinner-dances  in  The 
Terrace,  one  of  the  three  restaurants.  Such  pampering  is 
the  essence  of  a  Romantic  Weekend  Break. 

sense  of  occasion,  part  of  the  'grand  tour' 
philosophy,  applies  to  everyday  life  in  England. 
Even  afternoon  tea  is  a  special  event,  and  nobody 
does  it  better  than  a  top  hotel  celebrating  a  birthday. 
London's  Four  Seasons  Hotel  is  25  years  old  and  its 
Anniversary  Afternoon  Teas  this  year  are  notable  events, 
thanks  to  Sam  Twining,  from  the  ninth  generation  of  the 
famous  tea-exporting  family.  Sam  has  devised  a  special 
anniversary  blend  of  tea,  as  well  as  selecting  an  appropri- 
ate blend  for  each  season  (this  summer  will  feature  Rose 


Pouchong,  for  example).  The  hotel's  executive  chef  has 
matched  these  with  lour  sorbets,  served  in  pastry  cups,  and 
four  jams.  Christian  Pol-Roger  of  the  renowned  French 
champagne  firm  has  also  created  a  limited  edition  cuve'e 
champagne  to  celebrate  the  event.  This  is  an  essential 
ingredient  of  the  Sterling  Silver  cocktail 

Arts,  music,  fashion,  food  and  wine  are  highlights  of 
the  hotel's  calendar  this  year,  including  Celebratory 
Weekend  packages.  And  if  you're  getting  married  this 
year  -  or  got  married  in  1970  -  then  the  Silver  Night 
package  would  make  a  romantic  occasion,  complete  with 
a  chauffeur-driven  limousine  tour  of  London  and  accom- 
modation in  a  sumptuous  suite. 

hakespeare  has  obligingly  contributed  a  special 
event  for  the  BTA's  festival  theme.  This  year  is  the 
400th  anniversary  of  A  Midsummer  Nicjbt's  Dream,  one 
of  the  highlights  of  the  season  for  the  Royal  Shakespeare 
Company  at  its  London  base,  the  Barbican  Arts  Centre, 
from  March  1995  to  January  1996. 

There  is  also  a  special  Shakespearean  treat  in  store 
for  fans  of  the  Bard  this  year.  An  Elizabethan  theater  is 
being  built  by  the  Thames,  the  first  timber-framed  and 
thatched  building  to  be  erected  in  London  since  the  Great 
Fire  of  1 666.  This  is  an  exact  replica  of  the  Globe  Theatre 
which  once  stood  nearby  and  for  which  Shakespeare 
is  said  to  have  written 
Hamlet, Othello, 


OPENING  NIGHT  OF  THE 
BATH  INTERNATIONAL 
MUSIC  FESTIVAL  (THIS  PAGE). 
STREET  ENTERTAINER  AT 
COVENT  GARDEN  (ABOVE), 
AND  DANCER  AT  ROYAL 
OPERA  HOUSE  (RIGHT). 
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King  Lear  and  Macbeth. 

The  recreation  of  the 
Globe  will  be  a  dream- 
coming-true  for  the  late 
*  American  director-actor 
Sam  Wanamaker,  who  set 
out  to  build  this  memori- 
al. As  part  of  the  Festival 
of  Arts  and  Culture,  it  is 
planned  for  workshop 
performances 
to  be  staged 
here  during 
the  summer. 
An  unusual 
souvenir  is 
also  on  offer  - 
your  name  in 
'  history'  -  or 
your  name  engraved  on  one  of  the  flagstones  that  will 
pave  the  piazza  surrounding  the  theater,  alongside  those 
already  sponsored  by  actors  John  Cleese  and  Sir 
Anthony  Hopkins. 

^^ —  ondon  can  still  enchant  visitors  with  such  off- 
/  /  beat  corners,  but  the  mainstream  events  never  lose 
j^  their  appeal,  especially  when  enhanced  with  an 
anniversary  celebration.  A  Verdi  Festival  will  be  held  at 
the  Royal  Opera  House,  Covent  Garden,  June  12-July  15, 
the  start  of  a  seven-year  marathon  to  present  all  28  of  the 
composer's  operas  before  the  centenary  of  his  death  in 
2001 .  The  whole  Covent  Garden  quarter  is  en  fete  all  year, 
thanks  to  street  theater  events  and  the  myriad  street 
entertainers,  whose  favored  spot  is  in  front  of  St.  Paul's 
church,  where  Professor  Higgins  met  Eliza  Doolittle  in 
the  film  My  Fair  Lady. 

At  the  Royal  Albert  Hall,  the  Henry  Wood 
Promenade  Concerts,  or  The  Proms,'  celebrate  their 
100th  season.  Among  the  venues  hosting  Purcell  ter- 
centenary concerts  is  Westminster  Abbey,  where  the 
composer,  who  was  once  its  organist,  is  buried. 

The  Chelsea  Flower  Show,  May  23-26,  is  a  much- 
loved  fixture  in  the  social  calendar,  but  a  relative  new- 
comer to  the  scene,  the  Hampton  Court  Palace  Flower 
Show,  July  5-9,  is  now  the  largest  such  event  in  Europe, 


with  seven  interconnecting  marquee  tents  of  floral  dis- 
plays. Its  background  is  the  sumptuously  decorated 
palace,  a  half-hour  train  ride  from  central  London 
Costumed  entertainers  regularly  perform  in  the  William 
and  Mary  rooms  and  actors  recreate  Henry  Vlll's  court  in 
the  Banqueting  Room. 

/  s  tennis  fans  make  headlines  for  record-breaking 
consumption  of  strawberries  and  cream  at  the 
Wimbledon  Lawn  Tennis  Championships,  June 
26-July  9,  top  players  battle  on  the  courts  for  a  much 
prized  trophy,  presented  by  The  Duke  and  Duchess  of 
Kent  in  often  emotionally  charged  ceremonies.  Princess 
Diana  is  a  frequent  spectator  at  the  famous  Centre 
Court  here. 

The  heady  combination  of  fixed  social  'musts'  of 
the  season,  a  steady  supply  of  anniversaries  ready  for 
plucking  from  an  eventful  history,  local  festivals 
galore,  and  any  number  of  impromptu  celebrations 
means  'grand  tour'  travelers  will  always  find  plenty  to 
explore  in  the  British  Isles. 
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he  British  Tourist  Authority  could  have  chosen  no  more  fitting  a  theme  to  promote        PESTIVALof 
for  1995  than  arts  and  culture.  And  the  Leading  Hotels  of  England,  Scotland  and  Ireland       ARISand 
will  keep  coming  up  with  ideas  to  ensure  that  the  Festival  will  be  savored  in  style.  (I 

I  01  youi  information  pad  on  Britain,  V^^ 

call  The  British  Tourist  Authority  TOLL  FREE    800-873-503  3 

The  Leading  Hotels  of  The  World 

in  England,  Scotland  and  Ireland 


For  reservations,  call  The  Leading  Hotels  of  the  World 
TOLL  FREE     800-223-6800        New  York  City     212-838-3 
SCOTLAND  IRELAND  LONDON 

Caledonian  Hotel 


An  Edinburgh  landmark, 
with  classical  architecture 
and  spacious  rooms  boasting 
luxurious  fittings.  French  and 
traditional  Scottish  cuisine 
are  served  in  the  Pompadour 
Restaurant,  which  boasts 
views  of  Edinburgh  Castle. 

Princes  Street,  Edinburgh 

TEL:  011  44  131  225  2433 
FAX:  011  44  131  225  6632 

Gleneagles 

Set  in  its  own  830-acre 
estate,  the  hotel  has  two 
world  famous  golf  courses  as 
well  as  a  new  championship 
course,  the  Monarch  s  Its 
Country  club  has  an  indoor 
pool,  a  health  spa,  tennis, 
squash,  falconry,  croquet  and 
bowls.  There  is  a  shooting 
school  and  equestrian  centre. 

Auchterarder,  Perthshire 

TEL:  011  44  1764  662231 
FAX:  Oil  44  1764  662134 

TURNBERRY  HOTEL 

Set  in  an  extensive  private 
estate  on  the  dramatic  west 
coast,  the  hotel  offers  cham- 
pionship golf  courses,  a  luxuri- 
ously appointed  spa  and  fine 
restaurants  offering  classic 
Scottish  and  French  cooking 
or  informal  lifestyle'  cuisine 

Turnberry,  Ayrshire 

Tel:  Oil  44  1655  33IOOO 
Fax:  Oil  44  1655  331706 


The  Berkeley  Court 

Luxury  prevails  at  this  hotel, 
set  in  the  former  botanical 
gardens  of  Trinity  College, 
Dublin,  and  finely  furnished 
with  antiques.  There  is  an 
indoor  swimming  pool, 
sauna,  boutiques  and  excel- 
lent restaurants.  Near  Dublin 
city  center  in  the  business 
district,  it  is  often  the  choice 
for  Royalty  and  heads  of  state. 

Lansdowne  Road 
Ballsbridge,  Dublin 

TEL:  011  353  I  660  1711 
FAX:  011  353  1  661  7238 

Westbury  Hotel 

In  the  heart  of  Dublin,  this 
elegant  and  charming  hotel 
has  well-appointed  rooms,  a 
mini-gymnasium  and  a 
superb  restaurant  as  well  as 
the  Terrace  Lounge,  a  popular 
meeting  place  for  drinks  and 
afternoon  tea.  The  Sandbank 
Oyster  and  Stout  Bar  also 
serves  meals,  with  emphasis 
on  local  fish  and  seafood 

Grafton  Street,  Dublin 

TEL  011  353  1  679  1122 
FAX:  011  353  1  679  7078 


The  Dorchester 

Overlooking  Hyde  Park  in 
London's  Mayfair  district, 
the  hotel  has  252  individual- 
ly decorated  rooms  and 
suites  in  English  country 
house  style  and  provides 
attentive  service  backed  by 
the  latest  technology  It  has  a 
full  service  health  spa  and 
three  renowned  restaurants 
Park  Lane,  London 


TEL:  011  44  171  629 

FAX:  Oil  44  171  409  0114 

Four  Seasons  Hotel 

In  the  heart  of  Mayfair,  over- 
looking Hyde  Park,  the  hotel 
has  elegantly  appointed  bed- 
rooms, two  celebrated  rest- 
aurants and  a  fitness  club, 
exclusively  for  the  use  of 
guests,  as  well  as  special 
amenities  for  children 

Park  Lane,  London 

TEL:  011  44  171  499  0888 

FAX:  011  44  171  493  1895 


G 


THE 


RAM) 


Tour 


V         I 


I  10 

ENGLISH  COUNTRY 
The  Bath  Spa  Hotel 

Overlooking  one  of  England  s 
most  beautiful  cities,  the  hotel 
is  a  converted  19th  century 
mansion,  with  a  ballroom  that 
is  now  an  elegant  restaurant. 
There  is  a  health  and  leisure 
spa  with  swimming  pool, 
gymnasium  and  beauty  treat- 
ment rooms  as  well  as  out- 
door tennis  and  croquet. 

Sydney  Road,  Bath 

TEL  011  44  1225  444424 
FAX:  01  I  44  1225  444006 

The  Chewton  Glen 

This  beautiful  Georgian 
country  house  in  60  acres  of 
parkland  has  an  outstanding 
restaurant,  a  health  and  beau- 
ty club,  indoor  tennis  courts 
and  a  snooker  room  as  well  as 
an  outdoor  swimming  pool, 
tennis  and  croquet  Golf,  rid- 
ing, fishing,  shooting  and 
sailing  facilities  are  nearby. 

New  Milton,  Hampshire 
TEL:  01  I  44  1425  275341 
FAX:  Oil  44  1425  272310 

Cliveden 

Britain's  only  stately  home  to 
have  become  a  hotel,  Cliveden 
commands  views  across  the 
River  Thames,  yet  is  only  25 
miles  from  central  London 
and  20  minutes  from  Heathrow 
Airport.  Guests  enjoy  horse 
riding,  squash,  indoor  and  out- 
door tennis  and  indoor  swim- 
ming pool  and  spa  facilities. 

Taplow,  Berkshire 

TEL  011  44  1628  668561 
FAX:  011  44  1628  661837 
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Dogged 
Pursuits 


In  the  field  where  the  world's  finest  pointing  dogs  go  nose  to  nose 


'-■                            *                        St. 

■ft 

*m                                           /A 

i 

- 

C  " » 

IT  WAS  A  FINE 
morning  for 
pointing  dogs. 
Cool  enough 
that  they  could  run 
without  getting  tired 
and  with  the  ground 
a  little  damp  so  the 
scent  would  hold. 
A  big  high-pressure 
system  was  parked 
out  over  the  Gulf  so 
the  weather  wouldn't  change  much.  At  dawn,  you 
needed  a  jacket,  but  by  noon  you  would  be  down  to 
shirtsleeves. 

Driving  into  Horseshoe  Plantation,  outside  of  Tal- 
lahassee, I  admired  the  way  the  piney  woods  looked, 
here  in  the  Florida  Panhandle.  The  tall,  almost  magis- 
terial long  leaf  with  the  understory  of  small  oak  and 
dogwood.  The  occasional  vast  live  oak,  which  seemed 
to  spread  more  than  grow.  And  the  clean  places  under 
the  pines  where  the  ground  was  covered  by  tawny 


brown  broomweed. 

It  was  fine-looking 
country,  even  beauti- 
ful to  my  eyes  but, 
then,  I  had  grown  up 
in  it.  To  some,  I  sup- 
pose, it  might  look  a 
little  flat,  monochro- 
matic, monotonous 
and  poor.  Since  the 
boll  weevil  killed  the 
cotton  late  last  centu- 
ry, this  country  hasn't  been  good  for  much  but  scratch 
farming,  turpentine,  a  little  timber... and  quail. 

The  quail  hunting  around  these  parts  might  be  the 
best  in  the  country.  But  the  little  partridge  is  ubiqui- 
tous, and  that  is  not  an  easy  case  to  make.  What  is 
beyond  argument  is  that  nowhere  in  the  world  has 
quail  hunting  been  raised  to  a  higher  status  than  in  a 
few  hundred  square  miles  between  and  around  Talla- 
hassee, Florida,  and  Thomasville,  Georgia.  This 
country  is  to  quail  hunting  what  the  bluegrass  of  Ken- 
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The  dog  owners  and  their  guests  follow  the  day's  action  from  the  saddle  or 
from  the  comfort  of  a  shooting  wagon,  pulled  by  a  team  of  mules. 


tucky  is  to  thoroughbreds  and  Bordeaux  is  to  wine. 

It  began  late  in  the  last  century  and  early  in  this  one 
when  wealthy  industrialists  and  financiers  began  flee- 
ing the  winters  of  Pittsburgh,  Cleveland  and  other 
bleak  northern  cities  for  the 
warmth  and  ease  of  the 
South.  The  train  line,  those 
days,  went  as  far  as 
Thomasville,  so  that  is 
where  they  stopped.  The 
area  featured  several  resort 
hotels,  with  warm  springs 
and  the  kind  of  things  that 
might  appeal  to  the  idle 
ladies  who  arrived  with  ser- 
vants and  steamer  trunks.  Their  men,  being  more 
energetic  sorts,  were  bored  blind. 

So  they  got  some  of  the  local  boys  to  take  them 
hunting,  and  when  they  saw  just  how  good  the  quail 
shooting  was,  they  began  to  buy  up  land,  which  was 
absurdly  cheap,  by  the  thousands  of  acres.  Then  they 
built  houses  on  that  land  which,  inevitably,  they  called 
"plantations,"  though  many  of  them  were  grander 
than  anything  any  old  Confederate  had  ever  contem- 
plated. They  came  down  every  winter,  lived  in  their 
fine  homes,  and  spent  their  days  at  sport... hunting 
quail. 

Wherever  it  is  done,  the  rituals  and  the  joys  of  quail 
hunting  are,  above  all  else,  connected  with  dogs.  In  no 
other  kind  of  hunting  is  the  importance  of  good  dog 


The  country  around  Tallahassee, 

Florida,  and  Thomasville,  Georgia  is 

to  quail  hunting  what  the  bluegrass 

of  Kentucky  is  to  thoroughbreds  and 

Bordeaux  is  to  wine. 


work  so  critical.  With  no  dog  to  locate  the  birds,  you 
are  lost.  A  bad  dog  is  not  much  better.  A  good  dog 
makes  the  thing  rewarding;  and  a  great  dog  can  turn  it 
into  something  sublime,  so  that  the  hunter  becomes 

more  spectator  than  any- 
thing else.  The  dogs,  in 
short,  are  the  stars.  At  the 
end  of  the  day,  you  seldom 
hear  talk  of  how  well  any- 
one shot.  The  conversation 
is  about  how  well  the  dogs 
worked. 

So  it  was  inevitable  that 
the  plantation  owners,  who 
certainly  spared  no  effort  or 
expense  in  the  breeding  and  the  training  of  their  dogs, 
would  arrange  for  competitions  among  them.  Ameri- 
cans— especially  successful  Americans — love  a  compe- 
tition. As  for  the  dogs. .  .well,  they  love  merely  to  hunt. 


T! 


| HE  FIRST  WINNER  OF  THE  GEORGIA-FLORIDA 

Field  Trail  Club's  apnual  trial,  held  in  early 
March  of  1916,  was  a  dog  named  Joe,  which 
is  almost  perfect  for  a  hard-going  pointer. 
You  like  a  name  that  you  can  shout  effortlessly  in  the 
field.  "Whoa,  Joe."  "Steady,  Joe."  "Come  on  around, 
Joe."  There  have  been  thousands  of  Joes  and  they  have 
pointed  millions  of  quail.  Winners  over  the  next  two 
decades  included  Lady,  Jack,  Ben  and  Dan. 

The  names  of  some  of  the  original  30  members  of 
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AChairman 

who  answers  to 
passengers,  not 

stockholders. 


Good  thing  we're  a  pnvately  owned  airline.  Because  some  of  our  amenities  might  be  a  little  hard  to  explain  to  an  auditorium  of 

stockholders.  Things  like  the  free  chauffeured  limousines  to  and  from  each  airport,  and  free  massages  and  manicures  on  select  flights  for 

our  business-class  passengers.  Or  the  15"of  extra  legroom  where  other  airlines  put  a  seat.  Or  even  the  personal  video  screen  with  a  wide 

selection  of  entertainment  channels  for  every  passenger  on  the  plane.  All  this  might  explain  why  our  chairman,  Richard  Branson, 

doesn't  check  the  financial  pages  to  see  how  well  we're  doing.  He  just  chats  with  the  people  on  the  planes. 

For  information  or  reservations,  call  your  travel  agent  or  Virgin  Atlantic  at  (800)  862-8621. 


virgin  atlantic 


iHS 


Virgin  flies  to  London's  Heathrow  from  JFK,  Newark.  Los  Angeles  and  San  Francisco,  and  to  Gatwick  from  Boston,  Miami,  Orlando  and  Milwaukee  (via  Midwest  Express). 
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The  handlers,  like  this  man,  have  worked  with  their-  dogs  since  they 
were  weaned.  It  is  a  competition  between  them  as  much  as  the  dogs. 


the  club  were  vastly  more  impressive,  among  them 
Whitney,  Fleishmann,  Hanna  and  others  that  would 
be  familiar  to  the  kind  of  people  who  study  Town  & 
Country  magazine.  These  people,  however,  were  seri- 
ous about  their  sport.  Serious  enough,  a  couple  of 
decades  later  to  sponsor  the  work  of  Dr.  Herbert  L. 
Stoddard  whose  Tall  Timbers  Research  Station — sup- 
ported by  gifts  from  plantation  owners — produced 
important  work  on  the  ecology  of  the  piney  woods 
and  the  bobwhite  quail.  Stoddard's  work  was  valuable 
purely  as  scholarship.  But  it  also  helped  the  plantation 
owners  become  first-class  "quail  farmers." 

Over  the  years  the  quail  hunting  actually  improved. 
Some  of  the  plantations  changed  hands — the  Ameri- 
can money  aristocracy  being  a  fluid  thing — and  the 
dog  names  became  a  little  pretentious,  perhaps  as  a 
result.  The  1992  winner  was  "Seminole  Gallant 
Effort" — a  hard  name  to  say,  in  the  field.  His  owner 
was  Rankin  Smith,  who  also  happens  to  own  the 
Atlanta  Falcons. 


But  if  the  names  had  changed,  the  soul 
of  the  event  had  not.  It  was  still  grounded 
in  the  pure  blood  urges  of  the  dogs  and 
the  mechanics  of  the  hunt  as  developed 
almost  a  century  earlier.  And  a  visitor, 
here  for  the  first  time,  could  hardly  wait  to 
get  started.  I  stood  on  a  red  clay  road, 
holding  the  reins  to  my  horse  and  sipping 
coffee.  The  air  smelled  of  pine  resin  and 
saddle  leather,  dogs  and  mules. 

At  8:30,  the  first  brace  of  dogs  was  put 
on  the  ground,  and  the  trial  began. 
Behind  the  dogs  there  followed,  in  order, 
the  judges  and  marshals  on  horseback, 
then  a  couple  of  hundred  members  and 
their  guests.  They  rode  horseback,  also, 
usually  on  Tennessee  walking  horses 
whose  gait  is  suited  for  this  kind  of  work 
where  you  seldom  move  very  fast  and  you 
like  to  sit  comfortably,  since  you  can  spend 
virtually  all  day  in  the  saddle.  Behind  the 
horses,  moving  in  a  column  along  bush- 
hogged  trails,  came  the  shooting  wagons. 

The  shooting  wagon  is  indigenous  to 
the  plantation  belt.  They  are  built  over  two 
sturdy  axles  with  leaf  springs  and  very  large 
spoked  wheels  with  balloon  rubber  tires. 
The  shooters  sit  high  on  a  bench  under 
which  are  built  dog  pens.  The  wagons  are 
pulled  by  a  team  of  either  mules  or  hors- 
es. Some  people  have  been  using  mules 
for  50  years,  others  horses.  You  can  get  a 
discussion  going  about  the  relative  merits 
of  each. 

And  then,  off  on  another  bushhogged  trail,  came  a 
column  of  jeeps.  The  internal  combustion  engine 
made  its  first  appearance  after  the  Second  World  War. 
They  were  admitted  with  reluctance  and  are  still  con- 
spicuously segregated. 

The  sheer  size  of  this  armada  made  it  impossible  to 
watch  every  dog  work  its  allotted  26  minutes.  The 
column  would  wind  around  a  small  cypress  swamp, 
and  you  would  lose  the  head  of  it  altogether.  So  you 
would  make  conversation  with  the  person  riding  next 
to  you,  or  admire  the  lines  of  a  pair  of  muscled  buck- 
skin mules  pulling  a  wagon  that  carried  people  in  their 
Barbour  jackets  and  Harris  tweeds.  Or  you  might  just 
admire  the  way  the  light  played  through  the  tops  of 
the  pines  and  across  the  understory  of  gum,  dogwood 
and  jack  oak.  It  was  a  fine  day  for  that,  too. 

But  now  and  then,  you  would  make  your  way  to 
the  head  of  the  column,  and  then  you  would  see 
two  rawboned  pointers,  coursing  the  broomweed, 
followed  by  their  handlers,  the  judges  and,  then, 
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their  owners  who  watched  every  move. 

These  were  the  stars  of  kennels  that  might  number 
three-  or  four-dozen  dogs.  They  had  been  bred  out  of 
other  stars  and  worked  with  by  full-time  handlers 
from  the  day  they  were  weaned.  They  had  the 
instincts  from  birth — otherwise  they  would  not  have 
lasted  in  the  kennel — and  they  learned  the  technique 
the  old-fashioned,  hard  way.  Their  trainers,  like  the 
judges,  looked  for  speed,  range,  stamina,  staunchness, 
style,  steadiness  and  discipline.  For  that  combination 
of  virtues  that  comes  down,  in  the  end,  to  "heart." 

A  pointer — especially  one  of  these  pointers — craves 
the  hunt.  In  the  field,  when  a  handler  selects  one  dog 
from  the  boxes  on  the  mule  wagon,  the  dogs  that  have 
been  passed  over  wail  over  the  injustice.  The  dog  that 
has  been  chosen  stands  on  the  ground  quivering  while 
he  waits  for  the  command  to  hunt  game.  And 
-    r  ■--*--.-.  '■..■; 


Sally  Sullivan  ofThomasville,  Georgia,  and  Borderline  Windsong, 
who  found  birds  and  showed  enough  style  to  take  a  trophy. 


run... these  dogs  will  go  all  day,  go  until  they  drop,  go 
until  they  hit  the  state  line,  and  if  nobody  is  looking,  go 
on  across  it.  They  are  the  original  "big  going  dogs." 

One  of  the  first  things  a  trainer  does  is  teach  the 
dog  to  run  in  something  other  than  a  straight  line 
aimed  at  the  farthest  hill.  The  dog  is  "encouraged"  to 
course  a  field,  to  cast  out  in  the  direction  the  trainer 
indicates,  to  check  back  and  to  stay  in  handling  range. 
Once  the  dog  has  made  game,  he  should  come  still 
as  stone  and  point.  This,  again,  is  instinct  refined  bv 
training.  The  dog  wants  to  point  but,  once  he  has  the 
birds  located,  he  wants  to  creep  in.  And  it  is  here  that 
the  skill  and  patience  of  the  trainer,  the  heart  and  dis- 
cipline of  the  dog,  come  together  to  create  the  thing 
that  is  the  soul  of  quail  hunting.  Once  on  point,  a  dog 
must  not  move.  Even  if  he  sees  the  birds  and  sees  they 
are  moving  away,  he  must  resist  the  temptation  to  rush 
and  pin  them  before  they  get  away.  He  must 
not  try  to  get  a  better  line  while  he  waits  for 
the  shooter — and  some  of  them  can  take 
their  sweet  time  getting  down  from  the 
wagon,  adjusting  the  tweeds,  loading  the 
guns,  and  whatnot.  The  dog  must  not  move 
in  when  the  shooter  walks  past  him.  He 
must  not  move  when  the  birds  fly,  or  the 
hunters  shoot  or  the  birds  fall.  He  must  be 
"steady  to  wing  and  shot."  It  is  here  that  the 
dog  does  not  do  merely  what  he  wants,  in  his 
blood,  to  do;  but  also  what  he  has  been 
trained  to  do  and  actually  does  not  want  to  do 
(he'd  love  to  rush  those  birds)  except  for  duty. 
This  is  what  makes  you  love  a  pointer. 

I  saw  plenty  of  that,  as  the  day  wore  on 
and  the  column  of  riders,  wagons  and  hereti- 
cal jeeps  wound  through  the  woods.  The 
best  moment  came  when  a  lemon-and-white 
dog  made  a  wide  sweep  around  my  horse, 
then  checked  back  to  its  handler  not  20  yards 
from  me,  locked  down  on  a  point.  The  dog's 
neck  was  extended  and  his  head  was  aimed 
like  an  arrow  in  the  direction  of  the  birds. 
His  long,  slender  tail  was  high  and  stretched 
straight  as  wire. 

His  handler  raised  his  hat  and  everyone  in 
the  area  pulled  back  on  the  reins.  A  hundred 
eyes  were  on  that  dog  (his  brace-mate,  by 
this  time,  was  backing  beautifully),  but  you 
knew  that  was  entirely  immaterial  to  him. 
He  had  his  job,  and  it  didn't  have  anything  to 
do  with  the  approval  of  strangers. 

The  handler  dismounted.  As  did  the  dog's 
owner.  He  carried  a  shotgun  and  followed 
the  handler  who  beat  the  brush  with  a 
leather  flushing  strap.  They  walked  past  the 
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dog,  but  it  did  not  blink  or  move.  The  whip  slashed 
the  grass,  but  the  dog  never  flinched.  Not  even  when 
the  15  birds  flushed  and  the  dog's  owner  fired  the 
shotgun  over  his  head,  harmlessly.  Never  moved  once. 
Not  until  the  handler  blew  on  a  whistle.  Then, 
instandy,  without  waiting  for  praise  or  thanks,  the  dog 
was  back  on  the  hunt,  looking  for  more  birds. 

"Marvelous  point,  wasn't  it,"  a  handsome  grey- 
haired  woman  wearing  tweeds  and  riding  a  roan  horse 
said  to  me. 

"Yes,  ma'am,"  I  said.  "It  surely  was." 
"They're  such  lovely  dogs.  So  much  heart." 
It  was  a  small  moment  in  the  mosaic  of  the  day.  I'm 
not  sure  how  that  dog  scored  or,  indeed  how  any  one 
dog  did  in  the  trial.  Three  dogs  took  trophies,  and  I'm 
sure  their  owners  were  pleased.  But  none  whose  dogs 
did  not  win  considered  it  a  wasted  day.  The  trial  was 
less  about  the  competition  than  the  conviviality  and 
the  chance  to  watch  some  first-class  dog  work.  The 
handlers,  usually  riding  among  themselves,  kept  a 
commentary  that  was  worth  listening  to. 

"That  backing  dog  is  going  to  creep,  just  watch." 
"You  better  get  up  on  that  dog,  Roscoe,  before  he 
puts  his  foot  down." 

"That'll  be  a  false  point,  I  just  know." 


"I  got  one,  be  coming  out  here  next  year,  that  is  a 
meat  machine  if  I  ever  saw  one." 

"What  kind  of  point  is  that.  Dog's  head  is  about 
two  inches  off  the  ground.  Must  be  pointing  moles." 

And  there  were  good  stories  about  the  owners,  usu- 
ally told  by  other  owners.  My  favorite  was  about  the 
man  who  hosted  the  trial  on  his  15,000  acres,  one  year, 
and  before  the  first  dogs  were  on  the  ground,  he  made 
a  short,  apologetic  speech.  He  was  sorry  to  report,  he 
said,  that  the  hunting  on  his  property  had  been 
abysmal  that  year.  For  some  reason,  in  spite  of  all  his 
best  attempts  at  sound  management,  there  just  weren't 
very  many  birds.  He  hoped  that  scarcity  wouldn't  lead 
to  a  disappointing  trial. 

Well,  the  best  bird  dogs  in  the  world,  working  his 
land  for  some  eight  hours,  found  over  100  coveys  of 
quail.  The  next  day,  the  man  fired  his  dog  handler. 

For  me,  it  was  enough  to  ride  through  the  piney 
woods  on  a  good  horse.  To  watch  the  flurry  when 
somebody  spotted  a  rattlesnake.  To  make  a  little  light 
conversation  with  some  of  the  other  spectators.  And, 
most  of  all,  to  catch  a  glimpse  of  some  of  the  very  best 
shooting  dogs  in  the  world,  at  work.  It  was  their  hour, 
after  all,  and  they  didn't  let  anyone  down.  • 

— Geoffrey  Norman 
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All  prices  approximate; 
for  stores,  see  last  page. 
His  cotton  suit,  $1,228, 
shirt,  $195,  and  silk  tie, 
$75,  by  Calvin  Klein.  Shoes 
by  Bally.  $245.  Hat  by 
Worth  &  Worth.  $250. 
Watch  by  Jaeger-LeCoultre. 
$2,490.  Her  cashmere 
cardigan,  $320,  T-shirt, 
$220.  wool  skirt,  $325,  belt 
and  shoes  by  Calvin  Klein. 
Diamond  bracelet  and  ring 
by  Van  Cleef  &  Arpels. 
Diamond  Patek  Philippe 
watch  at  Fred  Leighton. 


I 


I 


this  page:  cotton  top,  $98,* 
P 
a_id  wool  skirt,  $170,  by 

Ralph  by  Ralph  Lauren. 
Shoes  by  Manolo  Blahnik.l 
$445.  Hosiery  by  Wolford. 
$29.  Diamond  earrings  and 
bracelet  by  Van  Cleef  & 
Arpels.  Diamond  brooch, 
and  be't  with  Cartier  dia- 
mond buckle  at  Fred 
Leigh  ton.  Bag  by  Crouch  I 
Fitzgerald.  $486-  Opposite 
page,  left:  cotgfcm  suit,  $995, 


shirt,  $75^nd  silk  tie,  $78, 
by  Oscar  de  la  Renta  Pour 
Homme.  Right:  wool  suit, 
$2,150,  and  cotton  shirt, 
$145,  by  Sulka.  Silk  tie  by.  _ 
Garrick  Anderson.  $90. 
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'This   is   no   dame; 
this   is  a  lady.   so   handle 
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This  page:  wool/cotto 
suit,  $2,065,  silk  shirt, 
$580,  and  tie,  $90,  by 
Giorgio  Armani.  Hat  by 
Worth  &  Worth  $250. 
Opposite:  his  wool  suit, 
Si. 500,  and  silk  braces, 
$100,  by  Edgar  Pomeroy. 
Cotton  shirt,  $73,  silk  tie, 
$58.  cufflinks,  $245,  and 
cotton  pocket  square,  $10, 
by  Paul  Stuart.  Shoes  by 
Allen-Edmonds.  $235.  Hat 
by  Worth  &  Worth.  $250. 
Her  leather  coat  by  Marc 
Jacobs  for  Birger  Christen- 
son.  $2,000.  Dress,  $640, 
and  shoes,  $400.  by  Marc 
Jacobs.  Hat  by  Lola 
Millinery.  $225.  Diamond 
pin  by  Van  Cleef  tc  Arpels. 


This  page:  silk  chiffon 
pajaiua  set  by  Oscar  de  la 
Renta.  Shoes  by  Robert 
Clergerie  for  Oscar  de  la 
Renta.  Diamond  earrings, 
bracelet  and  ring  by 
Cartier.  Opposite:  wool 
dinner  jacket  and  pants, 
$1,800,  and  silk  tie  and 
cumberbund,  $175,  by 
Garrick  Anderson.  Cotton 
pique  shirt  by  Sulka.  $195 
Diamond,  onyx  and  18k- 
gold  dress  set  by  Cartier. 
Gold  watch  by  Omega. 
$4,500. 


Look  at   her — a   diamond   with 
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Ma&ebfieaAe .  YUay&e,  that'b  wJhty  .9 
alw-au,&,  &,ep,t  the  a-uri  in  the  to-p, 
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Allen-Edmonds:  Saks  Fifth 
Avenue,  New  York;  Bullock's,  Cali- 
fornia; Macy's,  New  York  and  San 
Francisco;  and  all  Nordstrom  stores. 

Bally:  Bally  stores,  or  800-825- 
5030. 

Calvin  Klein:  His  suit,  shirt  and  tie, 
select  Barneys,  Neiman  Marcus  and 
Calvin  Klein  stores.  Her  cardigan,  all 
Nordstrom  stores;  T-shirt,  all 
Neiman  Marcus  and  Bloomingdale's 
stores;  both,  all  Calvin  Klein  stores. 
Skirt,  Calvin  Klein,  Palm  Beach  and 
Dallas;  and  Adele  Kauff,  Great 
Neck,  N.Y 

Cartier:  Cartier  boutiques,  or  800- 
CARTIER. 

Crouch  Sc  Fitzgerald:  Crouch  6c 
Fitzgerald,  New  York,  212-755- 
5888. 

Edgar  Pomeroy:  suit,  to  order, 
Edgar  Pomeroy,  custom  designed 
menswear  by  appointment,  Atlanta, 
Ga.,  404-365-0405. 

Fred  Leighton:  Fred  Leighton, 

New  York,  212-288-1872. 

Garrick  Anderson:  accessories, 
Scott  Hill,  Beverly  Hills;  Britches  of 
Georgetown,  Washington,  D.C.; 
Bergdorf  Goodman  Men,  New 
York;  and  all  Barneys  stores.  Suit,  to 
order,  Garrick  Anderson,  New  York. 

Giorgio  Armani:  Giorgio  Armani, 
New  York,  Chicago  and  Beverly 
Hills;  and  Bergdorf  Goodman  Men, 
New  York. 

Harry  Winston:  Harry  Winston, 
New  York  and  Beverly  Hills. 

Jaeger-LeCoultre:  Cellini,  New 
York;  deBoulle  Diamond  and  Jewel- 
ry, Dallas;  and  Traditional  Jewelers, 
Newport  Beach,  Calif. 

Lola  Millinery:  Lola  Millinery, 
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New  York;  Bergdorf  Goodman,  New 
York;  and  Fred  Segal  Hats,  Santa 
Monica. 

Manolo  Blahnik:  Manolo  Blahnik, 


New  York;  and  Bob  Ellis,  Atlanta. 

Maria  Snyder:  dress,  to  order, 
Maria  Snyder,  New  York. 

Marc  Jacobs:  leather  coat,  by  special 
order,  Birger  Christenson,  New 
York,  212-947-7910;  dress  and  shoes, 
Neiman  Marcus,  Beverly  Hills;  and 
Bergdorf  Goodman,  New  York. 
Jacket,  Bergdorf  Goodman,  New 
York;  Saks  Fifth  Avenue,  New  York 
and  San  Francisco;  and  Ultimo, 
Chicago;  skirt,  Saks  Fifth  Avenue, 
New  York  and  San  Francisco;  and 
Bloomingdale's,  New  York. 

Omega:  select  Zales,  Mayor's  and 
Ben  Bridge  stores. 

Oscar  de  la  Renta:  pajama  set,  to 

order,  Oscar  de  la  Renta,  New  York. 

Oscar  de  la  Renta  Pour  Homme: 

select  Saks  Fifth  Avenue  stores. 

Paul  Stuart:  Paul  Stuart  Madison 
Avenue,  New  York,  800-678-8278. 
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Ralph  by  Ralph  Lauren:  Bloom- 
ingdale's, New  York;  skirt  also  at 
Polo/Ralph  Lauren,  New  York  and 
Pittsburgh. 

Sulka:  Sulka,  New  York,  Chicago, 
Beverly  Hills,  and  San  Francisco. 

Van  Cleeff  &  Arpels:  Van  Cleef  & 
Arpels,  New  York,  Palm  Beach,  Bev- 
erly Hills  and  Honolulu,  or  call  800- 
VCA-5797. 

Wolford  Hosiery:  Bergdorf  Good- 
man, New  York;  select  Blooming- 
dale's and  Saks  Fifth  Avenue  stores; 
or  call  800-WOLFORD. 

Worth  &  Worth:  Worth  &  Worth, 
New  York,  Boston  and  Chicago, 
800-HAT-SHOP;  and  Barneys, 
New  York,  Chicago  and  Beverly 
Hills. 

Inside  Job  was  filmed  on  loca- 
tion at  The  Waldorf  Towers,  a 
uniquely  luxurious  "hotel 
within  a  hotel"  combining 
privacy  and  personalized  ser- 
vice, with  convenient  access 
to  the  adjoining  Waldorf- 
Astoria.  Accommodations 
include  executive-style  over- 
sized rooms  and  one-  to  four- 
bedroom  suites.  All  are  indi- 
vidually decorated,  with 
marble  baths;  many  have  din- 
ing rooms,  full  kitchens  and 
maid's  quarters.  The  Towers 
features  a  separate  entrance 
and  private  elevators,  plus 
concierge,  butler  and  trained 
staff.  Rates  from  $375  per 
night  for  a  deluxe  guest  room; 
long-term  leases  available. 
The  Waldorf  Towers,  100  East 
50th  Street,  New  York,  N.Y. 
10022.  For  reservations,  call 
800-WALDORF. 
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I  had  scrubbed  my  face  with  a 
lurid  chunk  of  roast  beef  just  that 
morning.  Fat  and  blood  clots 
hid  in  the  week-old  beard.  I  wore 
a  black-armpitted  uniform  from  my 
250-pound  garage  mechanic — male 
pregnancy  clothing  would've  fit  better 
on  me.  Lengths  of  Venetian  blind  cord 
held  it  all  together  at  the  belt  line.  I 
looked  like  a  sucking  chest  wound. 
Worse  yet,  I  hadn't  made  any  money 


opportunity  to  patronize  a  Brit. 

That's  one  example — slight  and  harmless 
enough — of  our  inbred  Anglophilia:  the  love/fear 
reflex  which  pertains  whenever  American  men  and 
women  come  in  contact  with  a  stiff  upper  lip.  There 
are  pathetic  instances  as  well.  During  my  stint  as  Kel- 
lett  Fellow  at  Cambridge  University  in  England,  I 
came  to  know  another  American  fellowship  student — 
let  us  call  him  Jonah  T  Jonah  was  a  precocious  and 
erudite  18th-century  historian.  He  was  also  Jewish, 
very  much  from  Brooklyn  and,  well,  unprepossessing 
when  it  came  to  facial  equipment.  But  one  month  into 
the  Michaelmas  term  Jonah  caught  on:  you  look  much 
better  with  an  English  accent. 

Sure,  any  American  at  Cambridge  who  could  pull  it 
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This  was  1981  or  so.  I  had  been  doing  undercover 
research  for  an  article  on  panhandlers.  My  one-line 
sales  pitch  was,  I  thought,  particularly  inspired.  "I'm  a 
diabetic,  Mac.  Need  some  loose  change  for  insulin  or 
they'll  amputate  my  left  leg."  Left  leg,  mind  you. 
Good  touch.  Specificity  is  the  friend  of  pathos.  Still — 
unless  contempt  counts  as  legal  tender — all  I  had  to 
show  for  it  was  one  devalued  Canadian  dime.  And 
then  I  got  this  nifty  idea. 

Try  an  English  accent. 

"Ahem.  Say,  old  chap — I've  run  into  a  spot  of  rum 
luck.  Could  you  spare  the  odd  shilling?" 

In  less  than  90  minutes,  I  made  $11.05.  No  Ameri- 
can— be    he    rushed    or 

ungenerous  or  just  plain  BY    D.    KEI 

broke — can     resist     the      ILLUSTRATIONS    B 


off  was  tempted  to  lengthen  his  a's  and  play  Brit  for 
the  evening.  I  often  did.  Americans  (in  1963)  were 
confronted  over  and  over  again  about  our  bloody  awful 
treatment  of  the  Negro  population.  (Having  spent  a 
month  in  London  where  every  other  rental  was 
"Europeans,  please,"  I  had  little  patience  with  Anglo- 
righteousness.)  But  for  Jonah  T  protective  coloring 
became  his  only  coloring.  He  got  stuck  in  the  persona 
of  an  ersatz  Englishman.  Jonah  gave  up  history  so  he 
could  be  British  full-time.  He  went  native  in  reverse. 

It  wasn't  pleasant  to  observe.  Jonah  and  I  met  for 

lunch  in  New  York  a  year  after  our  return.  By  that 

time  he  had  upgraded  his  accent  from  standard  BBC 

to  the  royal  absolute  (where 

TH     MANO  you  pronounce  "house"  as 

Y   RONALD   SEARLE      "hice").  Being  British  had 
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relaxed  him  to  the  edge  of  inanition.  Each  eye  was  at 
half-lid.  Instead  of  that  Brooklyn  jive  I  remembered — 
aggressive  and  fast  as  an  automatic  staple  gun — Jonah  let 
his  royal  drawl  do  the  honors  for  him.  And  it  worked.  It 
always  will  in  America.  Our  waiter  gave  him  the  check. 
And  like  the  aristocrat  he  now  thought  he  was,  Jonah 
borrowed  ten  bucks  from  me. 

This,  I  grant,  is  a  sad,  pathological  case.  But  no  Ameri- 
can confronted  by  a  Brit  is  exempt  from  that  deference 
which  borders  on  ser- 
vility. And  the  Brits 
know  it.  They  toy  with 
us.  They  take  our  em- 
ployment and  make  us 
seem  crass  by  compar- 
ison in  the  eyes  of 
our  women.  Brit- 
speak  is  hypnotic 
surface  noise. 
My  first  wife 
(Yes,  I  mar- 
ried a  Brit.  I 
didn't  say  I  was 
exempt,  did  I?), 
my    first    wife 
could  never  get 
a    New    York 
cabbie  to  follow 
her  directions — 
he      invariably 
heard  just  accent, 
not     substance. 
The    amplitude 
and  frequency  of 
high-class  British 
speech  are  wired 
into      American 
brain  matter  just 
where  our  gland  for 
admiration      lies. 
There    is    a    purely 
mechanical     reason 
or  two. 

First.  Brits  pro- 
nounce their  English 

on  the  vowel.  Americans  speak  on  the  conso 
nant.  Which  is  to  say,  your  British  counterpart  can  hold 
a  word  longer,  can  sing  it,  can  impart  wholly  meretri- 
cious significance  should  he  so  desire.  Listen  to  that 
famous  Shakespearean  tenor  Sir  John  Gielgud:  "Myyyy 
mi-uhhh-stress  IIIIIs  ahhre  nohthing  li-i-ike  the 
suhn."  Now  imagine  Al  Pacino  performing  that  same 
sonnet.  What  do  you  note  right  off?  Yes,  that  you'd 
rather  go  to  bed  with  Pacino's  mistress.  The  Gielgud 
woman  is  just  a  poetic  conceit.  When  hearing  Shake- 
speare, unfortunately,  we  expect  such  arias,  and,  believe 
me,  even  the  lowliest  Brit  can  sing. 


There  are  practical  consequences  to  this.  In  a  debat 
with  your  British  friend,  he  will  invariably  score  big  01 
the  operatic  emphases.  You  say,  "Yeah,  but — "  and  seen 
dull  or  uncertain.  He  will  say,  "Yeh-ess  bahht,"  an< 
sound  portentous.  His  English,  understand,  is  rather  lik 
Chinese — meaning  and  force  are  dependent  oi 
inflection.  Moreover,  those  elongated  vowels  have  givei 
him  extra  time  to  marshal  an  otherwise  flaccid  argument 

Don't  underestimate  th 
effect  of  Brit-speal 


iev 


on  world  histor) 
Remember  Kin; 
Henry  V  at  Agin 
court,  remembe 
Churchill,  remem 
ber  the  1967  war- 
won  less  by  Israel 
strategy  than  b 
Abba  Eban's  mag 
isterial  Englisl 
accent. 

Second.    Th 

British — becaus 

they     leave     s> 

much  spac 

between    won 

and  word — ten* 

to  enunciate  well 

We,    given    ou 

consonantal  drift 

pronounce     in 

comprehensibl 

locutions     lik 

"Whaddya 

doon?"  Further 


more  we  associ. 
ate  clear  speed 
and    the    stres 
implied  by  it  witl 
a)    anger    or    b 
firmness     or     c 
angry    firmness 
When  little  Bil 
gets  irksome,  h 
American      da 
X^.v/r~7^       will  say,  "Go.  Tc 
Your.  Room.  William. 

Smith."  Thus,  for  us,  being  spoken  at  by  a  Brit  is  like  di; 
ciplinary  action:  you  are  bad  and  five  years  old  again.  B 
contrast  our  own  diction  is  so  imprecise  that  we  saj 
"Read  my  lips,"  before  making  a  point.  Americans  ar 
eloquent  only  to  the  deaf. 

Third.  With  firmness  we  associate  high  morality.  An< 
high  morality,  for  us,  is  connected  to  repression — tha 
self-sacrificing  resolve,  say,  which  won  The  Battle  0 
Britain.  Americans  are  awed  by  morality  (and  glad  tha 
someone  is  still  doing  it).  But  moral  folk  stand  a  cu 
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above — born  and  raised  in  some  Merchant-Ivory  world,      could  never  sell  Americans  a  Japanese  Infiniti  car  on  TV 
You  never  ask  such  people  a  personal  question.  Certainly     like  that  accent  sadist,  the  insufferable  Jonathan  Pryce. 


you  never  touch  them.  Meeting  a  Brit  will  always  be 
something  like  meeting  your  priest  in  the  shower  room. 

And  that  is  why  mainline  "British  humor"  plays  so  well 
here.  We  all  know  Monty  Python's  Dead  Parrot  Routine. 
John  Cleese  buys  a  parrot.  But,  because  he  is  British  and, 
therefore,  highly  moral  and  repressed,  Cleese  doesn't  pre- 
sume to  interrogate  the  pet  shop  owner — who,  in  fact,  has 
sold  him  a  defunct  bird 
Returning  after  some 
jtime  (and,  we  sus- 
pect, much  moral 
calculus)  to  con- 
front this  shop 
owner,  Cleese — 
the  honest 
man — runs  up 
against  false- 
hood and  eva- 
sion. Shop  owner 
won't  give  satisfac- 
tion. Shop  owner 
insists  bird  must 
be  sleeping.  That 
is  more  than  even  a 
repressed  moral  man  can 
bear.  Cleese  has  to  crack. 
He  begins  flailing 
about  him  with  the 
green  carcass. 
Hilarious.  But 
hilarious  (not 
silly)  because 
we  have  been 
watching  the 
gradual  disinte- 
gration of  a 
moral,  repressed 
character.  Comic  tension 
lies  in  that.  The  skit,  done 
by  any  American,  would 
be  foolish  and  embarrass- 
ing. Because  Americans, 
unrepressed,  would  never 
have  bought  a  dead  parrot  to  start  with 


: 


Truth  is,  of  course,  that  Brits — like  all  men — are 
immeasurably  insecure.  They  covet  our  uncouth  man- 
ner (which  they  take  to  be  unattainable  openness),  as 
we  covet  their  self-repression  (which  we  take  to  be 
unattainable  heroic  restraint).  And,  when  you  think 
about  it,  Brits  are  insecure  with  good  reason.  They  live 
in  Historyland,  a  nation-sized 
theme  park. 
Their  traffic  runs 
the  wrong  way. 
No  Brit  has  yet 
invented  a  show- 
er head.  And,  if 
it  weren't  for 
America,  they'd 
all  be  wearing 
lederhosen  by 
now. 

I  was  quite 
popular  at  Cam- 
bridge. That 
alone  should've 
made  me  suspi- 
cious. (Heck,  I 
chewed  tobacco, 
wore  clip-on 
ascots  and  said 
"Goethe"  as  if  it 
were  "Gothy.") 
Still,  one  chap  or 
another  would 
boost  me  over  the 
rotating  spikes 
and  into  college 
after  curfew.  One 
chap  or  another 
rescued  me  when 
I  went  for  a  punt 
and  got  stuck  on 
my  pole  mid- 
river  like  St. 
Simeon  Stylites. 
They     had     me 


:: 


/lVvj<-  again  and  again  to  tea. 

But,  you  say,  surely  they  didn't  have  to  think  up  Where  one  chap  or  another 

British  humor  for  Stateside  export  alone.  True.  Other  would  clear  his  throat,  tap  a  pipe  out  at  the  grate  and  say, 

Brits — Cockney  and  Liverpudlian  and  your  working  in  repressed  tones,  "Well,  Mano.  And  what  do  you  think 

bloke  in  general — relish,  too,  the  delicate  stand-off  I  might  be  good  for  in  America?" 

between  repression  and  slapstick  collapse.  After  all,  they  So,  next  time  a  Brit  scolds  you  in  his  understated,  sub- 

(far  more  than  any  American)  have  endured  a  lifetime  of  parental  way — well,  let  it  go.  He's  jealous  of  all  the  chan- 

condescension  from  Homo  Britanicus  Repressus.  At  least  nels  you  can  get  on  cable.  Either  that  or  he  just  bought  a 

our  inferiority  complex  doesn't  have  class  implications  as  dead  parrot  from  this  other  Brit,  and  is  too  damn 

well.  Cockney  and  Liverpudlian  will  put  an  arm  around  repressed  to  go  get  his  money  back.  • 

your  shoulder  in  the  pub  and  call  you  "Bill."  They  are  

also,  as  you  are,  completely  unintelligible.  And  they  D.  Keith  Mano  is  a  writer  living  in  New  York  City. 
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THE   DEEP    POOLS    AND    HEAVY 


WATER   OF   THE    DEAN    RIVER,    SOME   OF 


HE   WORLD'S    FINEST   GAMEFISH 


ARE    READY  TO    PLAY   HARD   TO   GET 


Photographs  by  Andy  Anderson 
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BY     GEOFFREY     NORMAN 


arryl  Wayne  Hodson  built  this  camp  and,  if 
you  are  one  of  those  anglers  who  has  given 
himself  to  the  sport  the  way  converts  give 
themselves  to  the  Church,  then  Hodson's 
camp  on  the  Dean  River  in  British 
Columbia  is  where  you  want  to  be  in  mid- 
September.  A  trip  to  the  Dean  is  a  pilgrim- 
age, almost,  and  the  people  who  come  here 
are  virtually  all  repeaters.  They  have  been 
coming,  year  after  year,  during  "their 
week,"  some  of  them  for  as  long  as  the 
camp  has  been  open.  Coming  back  for  20 
years  now,  to  fish  for  steelhead  on  the  Dean.  If,  for  some 
reason  (business  failure,  say,  or  a  heart  transplant)  you 
cannot  make  it  during  "your  week,"  then  you  arrange  for 
someone  else  to  take  your  place.  You  don't  cancel, 
because  if  you  do,  you  lose  "your  week."  Perhaps  forever. 
In  which  case,  you  might  as  well  bag  the  heart  transplant 
and  die,  because  once  you  have  fished  the  Dean,  life 
without  steelhead  wouldn't  be  worth  living. 
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The  cabins  at  Hodson  Camp,  on  the  Dean  River, 
are  small,  tidy  and  dwarfed  by  huge  conifers. 

The  steelhead  is  a  migratory  rainbow  trout,  a  fish  that 
leaves  the  river  where  it  was  born  and  spends  several 
months  in  the  big  water.  The  months  and  miles — one 
tagged  fish  swam  more  than  2,200  miles  to  spawn  in  its 
parent  stream — make  the  steelhead  very  strong,  and  the 
fight  upstream  in  the  big,  surging  rivers  where  it  goes  to 
spawn  makes  it  tough. 

Before  I  made  my  first  trip  to  the  Dean,  I  spoke  to 
John  Merwin,  who  is  a  neighbor  and  one  of  America's 
finest  angling  writers.  "You  know,"  Merwin  said,  "how 
most  fish,  when  you  hook  up,  act  like  they  are  startled? 
Or  alarmed.  Or  frightened.  Something  like  that?" 

"Yes." 

"Well  those  fish,  those  Dean  River  steelhead,  seem 
mad.  I  can't  describe  it  any  other  way.  You'll  see.  Those 
are  the  toughest  fish  in  the  world." 

You  start  out  at  Vancouver  and  change  to  a  smaller 
plane  in  a  town  called  Bella  Coola.  This  flight  ends  on  an 
insignificant  and  badly  surfaced  little  strip  next  to  Kim- 
squit  Bay,  one  of  the  innumerable  estuaries  along  the 
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coast.  There  is  no  hangar,  no  terminal.  The  plane  had 
brought  four  anglers  in  and  was  taking  a  few  more  out. 
We  loaded  our  gear  on  trucks  and  started  for  the  river, 
where  we  climbed  into  long,  gracefully  tapered  boats  and 
started  upstream  for  camp. 

This  valley  was  logged  once,  but  some  of  the  original 
trees  remain  along  the  river  bank.  Big,  imposing,  daunt- 
ing trees.  Cedar,  spruce,  and  fir.  Straight  and  thick,  and 
more  than  100  feet  tall.  There  is  a  solemn,  grave,  and 
haunting  quality  to  those  trees  and  to  the  forests  that  are  «w  1° 
made  up  of  them. 

The  mountains  that  define  the  valley  of  the  Dean  are 
equally  imposing.  Sheer  rock,  severely  carved  by  glaciers 
which  you  can  see,  here  and  there,  as  deep  blue  patches  in 
the  deeper  folds  of  the  mountains. 

At  two  in  the  afternoon,  after  eating  lunch  and  filling      :iw 
out  the  paperwork  for  a  license,  it  is  time  to  go  fishing. 
There  are  two  boats  leaving  the  camp,  each  carrying 
three  anglers  and  a  guide.  One  guide  is  Bob  Hall.  The 
other  is  his  wife  Jill.  She  is  the  daughter  of 
Darryl  Hodson.  She  is  in  her  young  20s.  She  is 
pretty  without  having  to  work  at  it,  and  she  has 
a  smile  that  could  melt  granite.  I  am  in  her 
boat. 

Jill  runs  downstream  a  mile  or  so,  and  at  a 
long,  rocky  point,  she  beaches  the  boat  and 
says  to  me,  "You  can  start  at  this  pool." 

I  climb  out,  rig  a  fly  that  she  says  looks 
good — a  feathery  purple  leech — and  begin 
stripping  line. 

"Straight  across,"  she  says,  "then  mend  your 
line  and  let  it  quarter  downstream.  Strip,  then 
pick  up  and  shoot  a  little  more  line  and  do  the 
same  thing  again.  Once  you  have  as  much  line 
out  as  you  can  handle,  take  a  step  or  two  down- 
stream and  start  again.  You  want  to  cover  as 
much  of  the  pool  as  possible." 

"Okay." 

I  shoot  a  little  more  line  on  mv  next  cast. 
She  watches.  "Not  quite  so  much  downstream. 
Try  to  get  it  straight  across." 

I  do  what  she  tells  me,  or  try  to.  I  imagine 
that  any  angler  would.  You  couldn't  stand  to 
disappoint  her. 

11  afternoon  I  fished.  Stopped  casting 

1    only  to  change  flies,  check  for  wind 

lt\\  'cnots'  or  move  to  another  pool.  I  never 

'111  had  a  strike.  A  good  day  on  the  Dean  is 

Tour  fish.  One  fish  is  just  fine.  You  can 

'live  with  no  fish  and  no  strikes.  If  you 

can't,  you  should  leave  steelheading  alone. 

While  I  worked  one  pool,  Jill  stood  at  my 
elbow,  watching  the  water  and  talking  cheer- 
fully while  I  cast.  And  cast  again. 

We  talked  about  the  fishing  a  little.  And, 
then,  about  her  family. 
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Her  father,  she  said,  had  built  the  camp  before  she  was 
[born.  He'd  been  guiding  at  the  only  other  camp  on  the 
[river,  Stuart's,  which  is  just  upstream  a  little.  Stuart's  was 
new  then — the  river  had  just  opened  up — and  was  doing 
ja  robust  business.  They  needed  a  new  guide. 

"So  they  hired 
Ian  inexperienced  a  TRIP  TO  THE  DEAN 
pan,"  Jill  says, 
j^and  paid  him 
■:$8oo  for  the  sea- 
json.  My  Dad  had 
sbeen  there  for  a 
Icouple  of  years, 

:and  he  was  making  only  $500.  So  he  protested.  The  man 
'who  owned  the  camp  was  my  mother's  cousin.  And  my 
.mother  was  cooking  there.  But  he  said,  A  deal  is  a  deal. 
jFive  hundred  dollars.' 

"My  Dad  said,  'Then  I'll  quit  and  start  my  own  camp.' 

"'That's  fine,'  Stuart  said,  'you  do  what  you  have  to.  A 


little  competition  will  probably  be  good  for  both  of  us.'  In 
a  way,  he  was  doing  my  Dad  a  favor.  He  was  too  ambitious 
to  just  be  a  guide  for  someone  else.  He  had  so  much  energy." 
Which  came  in  handy  because  he  and  his  wife,  Nancy, 
had  no  money.  They  had  to  build  the  camp,  attract 

clients,  and  hire 
IS    A    PILGRIMAGE,  guides.   Darryl 

also  had  to  learn 
how  to  fly  a  float 
plane  so  he  could 
supply  the  camp. 
And,  they  were 
raising  a  family. 
Jill  has  a  brother  and  a  sister. 

"How  in  the  world  did  they  manage?"  I  ask,  shooting 
another  cast. 

"I  don't  know,"  Jill  laughs.  "I  wasn't  around  for  that." 
When  the  sun  dropped  behind  a  long  line  of  cold, 
blue  mountains,  we  quit.  It  was  a  clear  evening,  with  a 


ALMOST,    AND    THE    PEOPLE   WHO    COME 


HERE    ARE    VIRTUALLY   ALL    REPEATERS 
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moon.  The  snow  on  the  mountains  looked  white  as  cot- 
ton, and  the  blue  glacier  ice  gleamed  like  sapphires. 
There  was  a  chill,  and  I  built  a  fire  in  the  woodstove 
before  I  got  into  bed.  I  went  to  sleep  quickly.  Lulled  by 
the  sound  of  the  river  and  the  remembered  rhythm  of 
casting  and  casting  again. 


Ihe  next  day,  it  rained.  One 
of  the  other  anglers  caught 
a  fish  early  in  the  morning. 
From  where  I  was,  I  could 
see  the  fish  jump  several 

times.  It  appeared  as  a  flash  of  silver  over  the  lead- 
colored  surface  of  the  water,  and  there  was  something 
undeniably  dramatic  and  powerful  about  the  fish.  Some- 
thing wild  that,  even  from  200  yards  away,  got  my  blood 
pumping  and  raised  my  sodden  spirits. 

I  went  back  to  casting.  Making  sure  my  loops  were 
tight  and  my  mends  were  clean. 

While  I  worked  a  small  pool,  after  lunch,  Jill  talked 
brightly.  Trying,  I  suppose,  to  keep  my  spirits  up.  It  was 
unnecessary,  but  considerate. 

She  had  spent  her  summers  at  the  camp,  on  the  river, 

she  said,  and  she  loved  it.  "It  was  the  greatest  childhood." 

When  the  children  grew  older,  they  began  to  take  on 

some  responsibilities.  Jill  started  out  helping  her  mother, 

in  the  kitchen,  but  what  she  liked  to  do  was. .  .fish. 

"Dad  taught  me.  And  one  year,  when  we  were  tem- 
porarily short  of  a  guide  for  some  reason,  he  told  me  I 


Jill  Hodson  stretches  the  tape 
a  hen  steelhead.  AtSd-mches, 
wis  is  a  nice 


had  to  take  clients  out.  I  was  terrified,  but  he  told  me  not 
to  worry,  that  I  was  good  and  I  could  do  it." 

She  became  a  guide,  and  met  her  husband  on  the  river. 

"Bob  was  guiding  at  Stuart's,  and  after  we  had  taken 
our  clients  in  at  the  end  of  the  day,  we  would  meet  back 
out  on  the  river  and  go  fishing.  When  we  had  a  day  off, 
Dad  would  take  us  over  to  the  Kitlope  in  the  plane.  He 


THE    FISH    TURNED    INSTANTLY   AND    RAN 

POWER    IN   THAT    FIRST    SURGE   THAT    I    REACT! 

was  building  a  new  camp  over  there,  and  was  learning  the 
country.  He  was  really  excited  about  it.  To  him,  it  was 
sort  of  the  next  frontier. 

"So  that's  how  Bob  and  I  dated.  Fishing  on  the  Dean 
after  work,  or  flying  into  the  Kitlope  with  my  Dad  on  our 
days  off." 

I  had  never,  I  thought,  had  a  conversation  quite  like 
this  one  with  a  fishing  guide.  But  I  wouldn't  have  mind-  , 
ed  if  it  had  gone  on  all  afternoon.  But  Jill  had  to  check  on 
her  other  two  clients.  I  moved  to  another  pool  and  began 
resolutely  casting.  And  then  casting  again. 

Late  in  the  afternoon,  when  I  had  almost  worked 
myself  into  a  trance,  I  got  my  first  strike.  Surprised  almost 
to  the  point  of  disbelief,  I  raised  the  rod  to  set  the  hook. 

The  fish  turned  instantly  and  ran.  There  was  so  much 
speed  and  so  much  power  in  that  first  surge  that  I  reacted 
like  a  spectator  instead  of  a  player.  I  raised  my  arm,  but 
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he  tension  in  the  long  Orvis  graphite  rod  didn't  restrain 
|:he  fish  any  more  than  a  willow  switch,  and  the  line 
cseeled  off  the  reel,  followed  by  the  backing,  so  fast  and  so 
smoothly  that  my  first  entirely  clear  thought  was  that  if  I 

cept  on  standing  there  admiring  the  magnificence  of  the 
:ish,  it  was  going  to  spool  me. 

So  I  ran  down  the  rock  and  gravel  bank,  in  my  waders, 

rHERE   WAS    SO    MUCH    SPEED   AND    SO    MUCH 

|CE   A    SPECTATOR    INSTEAD    OF   A    PLAYER. 

ivith  the  rod  held  over  my  head,  figuring  that  if  I  fell,  I 
tvould  certainly  break  the  rod  and  probably  knock  a  cou- 
ple of  my  teeth  out.  An  acceptable  risk  for  a  fish  like  that. 

Just  before  it  reached  the  heavy  water,  the  fish 
lumped.  A  big  jump  with  its  heavy  body  bent  like  a 
strung  bow.  There  was  a  huge  belly  in  the  line,  and  I 
reeled  furiously  to  bring  the  line  tight.  The  fish 
umped  again  when  the  line  was  taut,  and  I 
)o\ved  to  throw  a  little  slack  so  the  leaping  fish 
:vould  not  snap  the  leader. 

I  gained  a  little  line.  The  fish  ran  again.  And 
:umped  again. 

Jill  had  caught  up  with  me  by  now. 

"Keep  him  out  of  the  heavy  water,"  she  said. 

I  said  Id  do  what  I  could. 

It  was  about  20  minutes,  I  suppose,  from  the 
rime  that  fish  startled  me  out  of  my  damp,  list- 
Jess  state  until  Jill  slipped  a  hand  under  its  belly 
fend  held  it  out  of  the  water  for  me  to  admire.  It 
Ivas  easilv  the  strongest  fish  that  I  have  ever 
caught.  Strong  from  cruising  the  ocean  and  then 
from  fighting  its  wav  up  river.  Far  stronger  than 
the  salmon  that  swim  the  same  ocean  and  fight 
their  way  up  the  same  rivers  but  are  coming 
pome  to  die  and  so,  perhaps,  figure  at  some 
point,  "What  the  hell."  The  steelhead  is  no 
Fatalist.  It  may  be  coming  home  to  spawn  but 
Hying  is  not  on  its  agenda.  With  luck,  it  will  go 
back  to  the  ocean  another  three  or  four  times. 

I  imagined  I  had  been  able  to  feel  the  force  of  that 
migratory  urge  in  my  rod  hand. 

The  fish,  Jill  said,  was  36  inches.  Old-time  Dean 
River  anglers  come  back  hoping  for  their  40-inch  fish.  I 
Felt  fortunate  and  humble.  Felt  a  kind  of  glow  in  spite  of 
rhe  cold  rain  and  the  steady  wind.  I  watched  Jill  release 
the  fish  and  thanked  her. 

I  now  believed  everything  I'd  ever  read  or  been  told 
about  steelhead,  and  I  would  have  been  content  to  stand 
pip-deep  in  any  pool  on  the  Dean,  casting  and  casting 
again,  until  the  week  was  over  and  it  was  time  to  go 
home.  But  I  got  a  better  offer. 

Dan  Hodson,  Darryl's  son,  asked  if  I  would  like  to 
;pend  a  couple  of  days  in  the  Kitlope,  the  place  his  father 
had  thought  of  as  the  next  frontier. 

He  couldn't  promise  any  steelhead,  Dan  said.  There 


were  salmon  and  lots  of  them.  Some  of  the  rivers  proba- 
bly held  steelhead,  but  they  were  still  exploring.  What  he 
could  promise  was  big,  wild,  remote  country.  Which 
sounded  good  to  me. 

We  left  the  Dean,  in  the  morning,  in  his  two-seater 
Robinson  22  helicopter.  Flew  down  the  Dean  and  then 
up  another  river. 

"We'll  see  some  bears  on  this 
river,"  Dan's  voice  came  through 
my  headset.  I  stepped  on  the 
push-to-talk  switch  and  said, 
"Grizzlies?" 
"That's  right.  This  river  is  full  of  salmon.  They've 
come  down  to  feed." 

A  minute  later,  he  said,  "There's  a  griz." 
We  saw  a  dozen  bears  on  the  banks  of  that  river.  In  ten 
minutes.  One  large  boar  looked  up  at  us  with  a  ten- 
pound  salmon  flopping  in  its  mouth. 


A  freshly  caught  Coho  salmon  from  one  of  the  many  rivers  in  the 
Kitlope — three-quarters  of  a  million  acres  and  only  one  fishing  camp. 


"Do  we  fish  this  river?"  I  said. 

"You  can,"  he  said.  "If  you  want  to." 

I  told  him  I  wanted  to. 

"Okay,"  he  said.  "We'll  float  it  in  a  couple  of  days." 

[e  flew  up  a  long  mountain  pass  and  across  a 
wide,  fractured  glacier  and  down  into  the  next 
valley.  "Couple  of  goats,"  Dan  said.  "Just  off  to 
the  right,  in  that  little  meadow."  I  looked  and 
saw  the  shaggy  white  goats,  grazing.  Dan  Hod- 
son  flew  in  an  effortless  way,  and  he  didn't  seem 
to  miss  anything.  He  guided  hunters  in  these  mountains, 
after  fishing  season,  and  you  knew  right  away  that  he  was 
good  at  it.  Solid  and  competent.  Very  competent. 

A  few  minutes  later  we  were  down  in  the  valley,  just 
above  a  strong,  green  river,  coming  into  a  small  camp. 
The  only  camp  in  the  Kitlope  wilderness  which,  at  more 
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End  of  the  day,  back  at  camp.  Cleaning  a  salmon  to  be  cooked 
over  a  hot  aspenwood fire  while  the  sun  sets. 


MAY   BE    COMING   HOME   TO    SPAWN, 


BUT    DYING    IS    NOT    ON    ITS    AGENDA 


than  three-quarters  of  a  million  acres,  is  the  largest 
remaining  intact  coastal  temperate  watershed  in  the 
world.  Darryl  Hodson,  who  was  passionate  about  every- 
thing, was  in  love  with  this  country.  He  was  building  this 
camp  the  summer  he 
was  killed.  THE    STEELHEAD    IS 

It  is  two  or  three 
small,  clean  cabins 
with  woodstoves  and 
outhouses,  a  main 
building  where  Dan's 
wife  D'Arcy  and  their 

three  young  boys  live  and  where  everyone  eats,  and  a  tent 
where  Darryl's  brother,  Randy,  lives.  During  the  season, 
he  works  for  Dan  as  a  guide.  He  is  building  a  cabin  so  he 
can  move  out  of  the  tent. 

Dan  leaves  me  and  my  gear  and  flies  back  to  the 
Dean.  After  I  have  moved  my  gear 
into  the  cabin,  I  play  with  the  boys. 
An  hour  or  so  later,  when  Dan 
returns  in  the  helicopter,  we  fly  off 
into  the  Kitlope. 

In  three  days,  we  went  to  half  a 
dozen  different  rivers.  Some  were 
small  and  slow,  shaded  by  trees  that 
grew  tight  and  close  right  down  to 
the  bank.  There  was  something 
serene  and  restful  about  them. 

There  were  also  big  rivers  with 
lots  of  water  where  you  couldn't 
wade  more  than  a  few  feet  and  then 
had  to  brace  yourself  against  the 
strong  current  while  you  would  cast 
and  retrieve.  I  had  a  strong  strike  in 
one  of  those  rivers  from  a  fish  that 
ran  me  down  to  the  backing,  and 
Dan  said  it  could  have  been  a  steel- 
head.  It  was  the  only  time  I  thought 


I  might  have  been  into  one.  But  all  the  rivers  were 
full  of  salmon. 

There  was  a  pool  in  one  of  those  rivers  that 
curled  around  the  base  of  a  tall — maybe  five-  or 
six-hundred-foot — rock  face  that  looked  like  the 
kind  of  thing  climbers  dream  about.  That  clifF 
caught  the  breezes  that  moved  down  the  valley  of 
the  river,  forcing  them  up  in  a  column  that  the 
eagles  rode.  I  counted  18  eagles  soaring  on  those 
thermals.  Now  and  then,  one  of  them  would  come 
down  to  the  river  to  gorge.  There  were  dead, 
dying,  exhausted,  and  spent  salmon  everywhere. 
The  river  smelled  of  them.  So  strongly  that  you 
imagined  the  stink  would  get  in  your  waders  and 
never  come  out.  But,  oddly,  strong  as  it  was,  the 
smell  was  not  repellent. 

"Bears  think  it  is  perfume,"  Dan  said.  "They'll 
find  a  nasty  old  salmon,  up  on  the  beach,  all  full  of 
maggots,  and  they'll  roll  around  in  it  to  get  it  all 


;:;: 


over  their  bodies." 

"Sounds  exactly  like  my  bird  dog,"  I  said. 

We  didn't  see  any  bears  on  that  river.  Just  tracks  and    ilmon 

salmon  that  they  had  taken  one  bite  from  before  moving  t  key  wc 

on.  Perhaps  to 
NO    FATALIST.    IT  find  another  that '     ^ 

was  not  so  fresh.  !  wntry 
We  floated  •■ :« 
one  river  in  a  1  didr 
rubber  raft,  stop-  .:  cic 
ping  at  the  likely!  i> kilie 
pools  where  we  Hea 
caught  coho  salmon  and  small  cutthroat  trout.  Some  of 
the  coho  were  fresh  with  bright  silver  sides,  and  some 
had  been  in  the  river  long  enough  for  their  bodies  to  turn 
dark  and  their  jaws  to  develop  the  pronounced,  brutal 
hook  that  makes  you  think  of  an  old  boxer  who  has  taken 


»  :?:: 


Dan  Hodson  and  his  wife  D'Arcy  run  the  Kitlope  camp.  He  flies  the  chopper  and 
she  cooks.  Sons  Everett,  Benjamin  and  Jonathan  are  studying  to  be  guides. 
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|:oo  manv  to  the  nose. 

I  floated  that  river  with  Randy  Hodson,  who  talked  to 
[me  about  his  brother. 

"Darryl  was  really  excited  about  this  place,"  he  said. 
['He  loved  the  Dean  and  steelhead  but  it  was  getting. .  .oh, 
|[  guess  vou'd  call  it  predictable.  This  was  new,  and  there 
livas  so  much  to  it,  that  you'd  never  learn  it  all.  He  was 
jDuilding  this  camp.  The  idea  was  that  hed  let  Nancy  and 
rhe  kids  run  the  other 
place,  over  on  the 
•Dean,  while  hed  con- 
centrate on  running 
|:his  one.  Bring  in  peo- 
JDle  who  weren't  hung 
lap  on  just  catching 
|;teelhead  and  were 
nterested  in  doing  a 
little  exploring.  You 
know.  Maybe  they'd 
patch  a  steelhead. 
Probably  they'd  catch 
salmon.  Could  be, 
.they  wouldn't  catch 
anything.  But  they 
wvould  sure  see  some 
country.  It  would  be 
fan  adventure." 

I  didn't  ask,  but  he 
itold  me  how  Darryl 
(was  killed. 

He'd  just  bought  a 
jnew  chopper.  A  four- 
seater Robinson  44, 
iwhich  he  believed  he 
Kvould  need  to  move 
ipeople      efficiently 
faround  the  Kitlope. 
sfie'd  been  flying  all 
day,  and  he  had  just 
anded  on  the  smooth 
gravel  shoreline  of  a 
river  to  pick  up  an 
angler  he'd  dropped 
pff  earlier.  He  cut  the 
engine  but  before  the 
ijrotor   had    stopped 
Smoving,  he  reached 
Iput  of  the  bubble, 
Imaybe  to  clear  some- 
ping  from  the  glass. 
[The  blade  caught  him  in  the  head. 

"It  was  the  last  week  of  the  season.  The  Mounties 
kvent  over  to  the  other  camp  to  tell  everybody.  And  the 
people  up  at  Stuart's  came  down  to  help  out.  Nobody 
could  believe  it.  Not  Darryl." 

The  camp  on  the  Dean  opened  the  next  year,  but  the 
.camp  in  the  Kitlope  was  closed  while  Dan  learned  to  fly  a 


A  brace  of  Kitlope  salmon.  It  is  possible — and  at  times,  easy — to  catch 

so  many  fish  like  these  that  you  lose  count.  Which  is  fitting.  Because  as 

good  as  the  fishing  is,  the  Kitlope  is  about  a  lot  more  than  fishing. 


chopper.  Last  season,  with  only  a  two-seater  chopper, 
Dan  Hodson  brought  a  few  people  into  the  Kitlope  just 
to  get  a  feel  for  how  the  camp  will  run.  This  summer  he 
will  have  a  four-seater  chopper,  and  he  plans  to  be  run- 
ning full  camps. 

"There  is  a  lot  of  Darryl  in  him,"  Randy  says. 
We  have  killed  one  of  the  fresh  coho,  and  when  we  are 
back  at  the  camp,  we  build  a  fire  of  aspen  logs.  While  we 

wait  for  it  to  burn 
down  to  coals,  we  sip 
whiskey  poured  over 
ice  from  the  glacier 
where  Dan  landed  ear- 
lier in  the  day.  The  ice 
pops  as  it  melts,  and 
the  salmon  sizzles  on 
the  grill  as  its  stored 
fat  drips  onto  the  hot 
aspen  coals. 

It  is  easy  to  under- 
stand what  Darryl 
Hodson  saw,  and  what 
his  son  continues  to 
see  in  this  place.  It 
would  be  nice  if  they 
found  some  steelhead, 
but  it  isn't  necessary. 
In  fact,  it  is  a  place 
that  stands  pretty 
much  on  its  own.  On 
my  last  day,  when  we 
floated  the  grizzly 
river,  I  came  within  50 
or  60  feet  of  a  600- 
pound  boar  grizzly 
before  it  winded  me 
and  ducked  into  the 
willows. 

It  was  neat  but  it 
wasn't  the  high  point. 
This  place  is  too  good 
for  that.  • 

The  season  on  the 
Kitlope  is  August  1 
through  September  30. 
A  five-day  trip,  which 
includes  transportation 
by  chartered  plain  from 
Vancouver,  fishing 
license,  all  meals,  and  goods  and  services  tax  is  $3,297  per 
person.  These  trips  are  available  and  memorable.  The 
Dean  is  generally  fully  booked.  If  you  can  book  a  week,  the 
price  is  $3,462. 

For  information,  contact  Hodson  dff  Sons,  P.O.  Box  397, 
Bella  Coola,  British  Columbia  VOT ICO.  Phone:  604-982- 
2322;  fax:  604-982-2304. 
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The  story  the 

International 

Olympic  Committee 

tried  to  suppress! 


Drinking  And  Games 


By  Don  Vivant 


In  the  1935  World  Championship  chess  match,  the 
defending  champion,  Alexander  Alekhine,  built  up  a 
big  lead  in  games.  He  was  ahead  four-to-one,  then 
seven-to-five.  But  then  he  got  so  confident  that  he  began 
entering  into  the  playing  room  "under  the  influence  of 
alcohol,"  as  various  observers  reported.  Gradually  his  lead 
in  games  began  to 

Figure  oa>b  : 
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vanish,  and  he  lost 
the  match.  Two  years 
later,  in  the  return 
match,  Alekhine 
drank  only  milk, 
and  he  won  back 
the  championship. 
There's  a  moral  here 
somewhere. 

But  what  is  the 
moral?  That  you're 
not  supposed  to 
relax  when  you're 
playing  chess?  That 

whom  The  Gods  wish  to  punish  they  first  make  arro- 
gant? That  two  years  of  milk-drinking  will  focus  the  old 
motivation  remarkably?  Surely  the  moral  is  not  that 
drinking  and  games  don't  mix? 

On  the  contrary,  drinking  and  games  mix  marvelous- 
ly — nearly  as  well  as  gin  and  vermouth.  In  fact,  when 


EhKLy   Plastoc£^£   ERA 


games  were  first  invented  in  the  Early  Plastocene  Era, 
when  drinking  hadn't  yet  been  invented,  none  of  the  par- 
ticipants had  any  fun  playing  them,  so  they  hardly  knew 
what  games  were  for.  In  the  Late  Plastocene  Era,  when 
drinking  ^a^been  invented,  the  point  of  games  (fun) 
began  to  evolve.  (Please  refer  to  Figure  One.) 

Similarly,  poker  as 
it  originated  in  the 
Orient  was  inscrut- 
able until  it  was  first 
played  in  the  United 
States  in  the  nine- 
teenth century.  West- 
ern bar  rooms,  dance 
halls  and  gun  fights 
were  required  to  keep 
the  game  going  into 
this  century  when 
it  finally  became 
apparent  that  poker 
was  not  a  game  of| 
skill  but  simply  a  game  of  chance  with  financial  leverage 
and  that  the  only  objective  of  the  game  was  to  lose  as  lit- 
tle money  as  possible  while  still  knocking  back  drinks 
convivially. 

In  this  regard,  poker  is  entirely  different  from  bridge, 
which  requires  skill  even  to  play,  much  less  win.  Bidding 
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See  the  FYI  reader  service  card 

or  call  the  advertisers  in  this  Travel  Guide 

for  valuable  travel  information. 


Admit  it. 
Ybu  really, 
really    / 
need 
this- 


Crown 

On  Cunard  Crown's  fleet,  you  will  discover 
informal  cruising  at  its  best.  Itineraries 
jnclude  the  Caribbean,  Panama  Canal. 
Alaska,  Canary  Islands,  and  Mediterra- 
nean. Discover  an  atmosphere  with  a 
the  amenities  of  a  large  cruise  ship  yet 
II  the  intimacy  of  a  smaller  vessel.  Call 
1-800-221-8200  for  a  free  brochure. 


The  "Hot  &  Cool 
laces  To  Go"  Travel 

Guide  is  an 
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For  next 
opportunity  call: 
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Linda  Loren 

hone:  12121  620-2440 
Fax:  C21 21  620-7472 


Cunard  Royal  Viking 

Experience  exotic  destinations  aboard  the 
worlds  largest  Five-Star-Plus  fleet.  Enjoy 
single  seating  dining,  imaginative  itiner- 
aries, and  unsurpassed  attention  to  detail 
on  the  Royal  Viking  Sun,  Sagafjord,  Vista- 
fjord  or  Sea  Goddess.  Call  1-800-221-8200 
for  a  free  brochure. 
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Indescribably  romantic.  Totally  inclusive. 
And  only  for  the  two  of  you. 

For  all  the  glorious  details,  see  your  travel  agent 
or  call  1-800-COUPLES. 


COUPLES 

The  Caribbean's  Legendary  All-Inclusive  Destination'" 
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River  Cruises 

Sail  down  the  Danube,  the  Elbe,  the  Rhine, 
or  the  Rhone.  You  will  see  the  heartland 
of  Europe  in  a  magical  way.  Storybook 
castles  and  enchanted  forests  await  your 
arrival.  Call  1-800-221-8200  for  a  free 
brochure  including  full  details. 
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is  a  guilt-instilling  aspect  of 
the  game  ("If  I  didn't  over- 
bid, then  I'm  sure  I  under- 
bid!"), much  assuaged  by 
drink.  But  the  actual  play- 
ing of  a  hand  under  the 
influence,  if  you're  trying  to 
keep  track  of  all  the  suits, 
card-counting  and  so  on, 
can  get  to  be  scary.  (Figure 
Two.) 

Certain  games  seem  to 
call  for  specific  drinks. 
Pool-playing,  for  instance, 
seems  to  go  with  beer 
drinking.  Backgammon  is 
best  enjoyed  with  Dubon- 
net-on-the-rocks,  adding 
gin  of  course  as  the  dou- 
bling cube  cries  out  for  it. 
With  other  games,  one's 
not  so  sure.  It's  hard  to 
know  what  to  drink  with 
gin-rummy,  for  instance,  or 
even  why  the  game's  named 
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call  le  sangfroid  du  vin. 

Given  personal  extension 
of  this  order,  croquet  be 
comes  virtually  a  game  of 
challenge,  which  child  psy 
chologists  distinguish  from 
games  of  competition.  One 
game  that  is  pure  challenge, 
and  no  competition  is  night- 
time    Frisbee    throwing, 
played  with  one  of  those 
phosphorescent  Frisbees 
that  supposedly  glows  in  the' 
dark  (but  doesn't  much, 
actually,  at  least  not  after  a 
while).  This  is  a  game  that, 
has  never  to  my  knowledge, 
and  certainly  never  in  m) 
experience,  been  played  sober.^iWii 
Night  Frisbee  throwing.;*^ 
played  on  a  croquet  lawnty** 
without  removing  the  wick- 
ets, can  be  very  challenging! 
You  reach  up  to  grab  one.|IJIiH 
and  it  catches  you  right  ir 
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so  alcoholically.  Monopoly  benefits  most  from  the  milk     the  center  of  the  forehead,  eventually  developing  abnor-! 


of  human  kindness,  but  I  guess  brandy  and  nutmeg  can 
be  added  to  that  with  profit.  Most  people  playing  slapjack 
are  too  young  to  drink  anyway.  As  far  as  Clue  is  con- 
cerned, it  seems  that  with  spirits  of  any  sort,  Colonel 
Mustard  is  liable  to  career  back  and  forth  between  the 
Library  and  the  Conservatory,  ogling  Miss  Scarlet,  before 
finally  lurching  into  the  Kitchen,  tripping  on  the  Rope, 
with  the  Candelabra  in  one  hand  and  the  Wrench  in  the 
other,  mumbling  unprovable  accusations  of  murder 
against  Professor  Plum,  based  mostly  on  the  Colonel's 
well-known  prejudice  against  portly  academics  with  liber- 
al tendencies. 

Croquet  and  either  gin-and-tonic  or  vodka-tonic 
make  an  admiral — I  mean  admirable — Commander 

Whitehead  type  com- 
bination. Backyard  cro- 
quet, with  easy  access 
to  the  kitchen  bar,  pre- 
sents an  occasional  hur- 


malities.  (As  shown  in  Figure  Four.)  This  game  is  often  loraw 
played  in  white  duck  trousers  and  a  long-sleeved,  button- 
down-collar  Brooks  Bros,  white  shirt  because  the  grass*1 
stains  are  very  useful  in  the  morning  in  figuring  out  wha| 
in  hell  you  were 
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doing  the  night 
before. 

The  very  best 
game  ever  in- 
vented to  play 
loaded  is  sar- 
dines. You  re- 
member sar- 
dines. All  you 
need  is  a  big 
house,  a  big 
houseparty,  and 
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to  Figure  Three  for  an 
example.)  Clutch  per- 
forming and  faith  in 
one's  own  ability  will 
help  make  a  difficult 
shot  like  this,  plus  a 
certain  boozy  cool- 
ness— what  the  French 


a  lot  to  drink.  Lights  out  all  over.  One  person  sneak 
away  and  hides.  One  by  one  the  others  leave  and  try  to 
die  that  seems  insur-      find  him.  When  they  do  find  him,  they  don't  call  out  o   0l™ 
mountable.  (Kindly  refer     anything,  but  just  quietly*  get  into  the  closet  witl 

him.  Gradually  the  others  find  you  and  crawl  in  too 
Eventually  there  is  only  one  person  left — very  spooky  ,, 
feeling — wandering  the  house  searching.  Sardine  i 
proves  absolutely  that  there  is  no  conflict  whatsoeve  1 
between  games  and  drinking.  There  is  no  way  possibly  t<  I 
lose  at  sardines.  All  you 

have  to  do  is  control  your     ^  .  /•     __     .I-Ii^mim 

giggling..  V^     V/l  V^Uttj 
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INFORMATION, 
PLEASE 


I)  receive  free  information  from  any  of  the  follow- 
!.g  advertisers,  simply  fill  out  the  attached  R.S.V.P. 
lurd,  check  the  box(es)  of  each  advertiser  that 
uterests  you  and  drop  the  card  in  the  mail.  OR 
p-der  information  toll  free,  2-4  hours  a  day  by  call- 
g  1-800-463-6903.  OR  fax  your  completed  card  to 
[sat  (312)  922-3165. 


APPAREL 


ALLEN-EDMONDS  SHOE  CORPORATION  World-class 
Btwear  for  men.  Named  one  of  the  25  products  America 
Ekes  best"  by  the  Made  in  the  USA  Foundation. 
Istinctive  footwear  handcrafted  of  all-natural  materials. 

\  LORO  PLANA  ITALIAN  FABRIC  Discover  the  timeless 
fcgance  of  Loro  Piana  Italian  fabrics    Our  shop  at  46  East 
1st  Street.  Manhattan  features  everything  for  the  finest 
trdrobes.  (212)980-7961 


AUTOMOTIVE 


[  HUMMER  -  AM  GENERAL  The  most  serious  4X4  on 
kith.  Find  out  what  freedom  feels  like.  Call  1-800-REAL- 
KD  for  the  dealer  nearest  you. 

I    ROLLS-ROYCE  MOTOR  CAR  INC.  Additional  informa- 
)>n  on  purchasing  or  leasing  Rolls-Royce  or  Bentley  motor 


MOTORCYCLE 


BMW  MOTORCYCLES  Germany's  highest  expressions 
freedom  on  two  wheels  merge  power,  performance  and 

B]    I  all  1-800-345-4BMW  for  the  name  of  your  nearest 

■Drized  dealer. 


CAMERA/VIDEO 


LEICA  CAMERA  INC.  Light-weight,  pocket-sized  auto- 
>mm  camera  with  super  sharp  35-70mm  zoom  lens, 
Uilt-in  automatic  flash  with  red-eye  reduction,  automatic 
pwind  and  DX  coding. 


CONSUMER   ELECTRONICS 


OLYMPUS  PEARLCORDER  L400  Brilliant  technology 
eets  stunning  design  in  the  ultimate  business  and  person- 

Microcassette'"  recorder.  For  Information:  1-800-221- 
)00. 

,  WTLLOUGHBTS  Established  in  1898.  Willoughby \  is 
e  oldest  &  most  prestigious  photographic  &  electronics 
lailer  in  New  York  City    \\  e  offer  discounted  prices  &  the 
rgest  selection  of  photographic,  electronic  tk  computer 
'  imbined  with  the  highest  level  of  service. 


EXECUTIVE  Gl 


.  BOOKS  ON  TAPE  INC.  The  world's  largest  selection  of 
lio  books.  1-800-626-3333. 


idK 


I.  SHOWCASE  MODEL  CO.  The  world's  largest  maker 
aviation  display  replicas.  1-800-44 ]-<)'- 2 1 


11.  SBLVERSTATE  FINE  ART  "Fine  An  is  True  Wealth" 
Free  Catalog  and  Gift  Certificate.  Silverstate  Fine  An  1-800- 
99-99-ART. 


HEALTH  CARE 


12.  GLAXO  INC.  A  leader  in  creating  and  discovering 
innovative  medicines  to  improve  human  health.  Glaxo 
offers  free  newsletters  about  migraine  headaches,  digestive 
health,  respiratory  disease,  diabetes,  arthritis,  aging  and 
Alzheimer's. 


INSURANCE/FINANCIAL 


13.  UNION  BANK  OF  SWITZERLAND  I  nion  Bank  of 
Switzerland.  The  Private  Bank.  Please  call  Mr.  Peter  E. 
Guernsey,  Jr.  1-212-821-3821. 


WATCHES 


14.  GUCCI  TIMEPIECES  Classic  Swiss  timepieces  in  an 
assortment  of  styles  for  men  and  women.  Available  in 
Gucci  shops,  department  stores  and  fine  jewelry  stores 
worldwide. 


15.  INFOKRAF  The  one  stop  center  for  Malaysian  crafts. 
Made-in-Malaysia  goods  at  Infokraf  are  identified  by  two 
factors,  value  for  money  and  innovative  design,  as  a  visit 
will  amply  testily. 

16.  SAKS  FIFTH  AVENUE  The  Men's  Store  at  Saks  Fifth 
Avenue.  The  headquarters  of  distinctive  style.  Showcasing 
the  best  of  the  European  Designer  Collections.  Luxurious 
fabrications.  And  superlative  service. 


SPORTS/EXERCISE 


17.  COBRA  GOLF  INCORPORATED  Oversize  irons  and 

metalwoods  for  men,  women  and  seniors.  Free  product 
catalogue  upon  request. 

18.  TAYLOR  MADE  GOLF  Taylor  Made  midsize 
Metalwoods  can  add  to  your  game  the  ideal  blend  of 
power  and  control.  Our  patented  foamed-to-weight 
process  expands  the  sweet  spot  to  generate  longer,  more 
accurate  drives. 


TRAVEL 


19.  THE  PROVINCE  OF  BEVERLY  HILLS 

HOT  &  COOL  TRAVEL 

20.  COUPLES  Indescribably  romantic.  Totally  inclusive. 
And  only  for  the  two  of  you.  Come  eat,  drink  and  play 
without  limits  at  Couples,  Jamaica's  legendary  destination 
forloversol  .ill  ages    1-800X01  PLES 

21.  CUNARD  CROWN  Discover  informal  cruising  at  its 
best  and  an  atmosphere  with  all  the  amenities  of  a  large 
cruise  ship  yet  all  the  intimacy  of  a  smaller  vessel    Call  1- 
800-221-8200  for  a  free  brochure. 


22.  CUNARD  ROYAL  VIKING  Experience  exotic  destina- 
tions aboard  the  world's  largest  Five-Star-Plus  fleet.  Enjoy 
single-seating  dining,  imaginative  itineraries  and  unsur- 
passed attention  to  detail.  Call  1-800-221-8200  for  a  free 
brochure. 

23.  EUROPAMERICA  RIVER  CRUISES  Sail  down  the 
Danube,  the  Elbe,  the  Rhine,  or  the  Rhone.  You  will  see 
the  heartland  of  Europe  in  a  magical  way.  Call  1-800-221- 
8200  for  a  free  brochure. 

24.  QUEEN  ELIZABETH  2  Experience  Cunard's  QE2  on 
one  of  the  27  transatlantic  crossings  between  April  and 
December.  Call  1-800-221-8200  for  a  free  brochure. 

HOTELS 

25.  HALEKULANI   Oahu's  only  AAA  5-Diamond 
hotel.    5  beachfront  acres  of  Waikiki  with  views  of 
Diamond  Head.    Elegant  decor,  award-winning 
restaurants,  superb  service. 

26.  THE  JEFFERSON  HOTEL  -  RICHMOND,  VA 

Virginia's  only  5-Diamond  Hotel.    Historic  hotel 
located  in  downtown  Richmond.    Corporate  rates 
and  packages  available.    For  reservations  and  infor- 
mation call  1-800-424-8014. 

27.  RAFFLES  HOTEL,  SINGAPORE.  A  GRAND 
HISTORIC  HOTEL  The  restored  Raffles  Hotel  fea- 
tures 104  suites,  12  restaurants  and  bars.    5  Raffles 
Hotel  operated  shops,  7  function  areas,  gardens  and 
courtyards,  a  museum,  a  theater  playhouse  and  70 
shops  retailing  international  and  regional  special- 
ties. 

28.  SHANGRI-LA  HOTELS  &  RESORTS  Throughout 
Asia/Pacific,  The  Shangri-La  Group  of  30  hotels  and 
resorts  offers  a  unique  combination  of  Asian  charm 
and  Western  luxury. 


29.  DUNHILL  INTERNATIONAL  CIGARETTES 

30.  DUNLOP  TIRES 


REAL  ESTATE 


31.   REYNOLDS  PLANTATION  AND  GOLF  RETREAT 

A  private  retreat  on  Georgia's  Lake  Oconee  featur- 
ing two  courses  ranked  among  Golf  Magazines's  10 
best  new  courses.    Custom  homes.   Cottages. 
Homesites.   Call  1-800-733-5253  for  a  free  32-page 
guide. 


FOR  FREE  INFORMATION,  PLEASE  SEND 
IN  YOUR  R.S.V.P.  CARD  TODAY. 
OR  CALL  TOLL  FREE:  1-800-463-6903, 
OR  FAX  YOUR  COMPLETED  CARD  TO  US 
AT:  (312)  933-3165. 


How  an  AMEX  exec 

won  the  West 

(and  shared  it  with 

exchange  officials 

from  all  over 

the  world) 
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1  radiant  Monday  last  September.  The 
market  was  up,  commodities  were  flat, 
and  Howard  Baker,  senior  vice  president 
for  derivative  securities  for  the  Ameri- 
can Stock  Exchange,  was  covered  with 
dust.  From  the  top  of  his  cowboy  hat  to  the  bot- 
tom of  his  big  leather  boots. 

"Nah,  I'm  not  going  to  take  a  shower,"  he 
drawled,  faux -Western,  beaming  contentment 
through  sand-coated  shades  as  he  eased  his 
horse  past  the  Cly  Butte  just  inside  the  Monu- 
ment Valley.  "Real  cowboys  never  take  showers." 
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Some  talk,  considering  that  Baker  is 
more  at  home  in  the  grey  canyons  of  Man- 
hattan than  beneath  the  red-rock  rims  of 
;Navajo  country;  more  sure  in  the  back  of  a 
jcab,  or  an  aisle  seat  on  the  Long  Island 
Railroad,  than  on  top  of  a  horse.  And  yet, 
Baker — a  big  man,  wide  in  the  saddle — 
•certainly  seemed  more  comfortable  than 
ithe  two  dozen  other  dudes  he'd  cajoled  out 
jto  Arizona  for  a  week  of  cowboys  and  Indi- 
ans. The  eighth  herd  of  foreigners  and 
financial  types  he'd  driven  through  the 


West  in  the  past  decade. 

Like  Asko  Schrey,  president  of  the 
Finnish  Options  Market,  scared  to  death  of 
horses.  Peter  Thayer,  president  of  the 
Gateway  Index  Plus  Fund,  sporting  a  shiny 
sheriffs  badge,  black  hat,  and  a  gee-whiz 
demeanor.  Bengt  Ryden,  president  of  the 
Stockholm  Stock  Exchange,  quiet  in  the 
saddle  behind  a  sheriffs  badge  of  his  own. 
Manuel  Andrada,  marketing  chief  for  the 
Spanish  Futures  and  Options  Exchange, 
one  of  the  few  who  hadn't  dressed  the  part. 


Two  assistants  to  the  head  of  the  Austrian  Futures  and 
Options  Exchange,  whose  boss  had  joined  Baker  two 
years  before.  And  David  Marcus,  general  counsel  at 
Lehman  Bros.,  whose  own  unique  brand  of  horsemanship 
had  already  resulted  in  a  hoof-shaped  bruise  one  of  the 
Austrians  would  never  forget. 

Baker's  had  plenty  of  others  over  the  years.  Senior 
officials  from  markets  in  Lisbon  and  Tel  Aviv,  Amster- 
dam and  Tokyo,  Paris  and  London,  to  say  nothing  of  all 
the  cowboy-wannabes  he's  found  in  Chicago  and  New 
York.  Two  years  ago,  the  president  of  the  Belgian  Futures 
and  Options  Exchange  even  tied  the  knot  on  one  of 
Baker's  rides,  to  the  strains  of  a  mariachi  band  under  a 
star-choked  Arizona  sky. 


So  how  does  this  nice  Jewish 
boy  from  the  Big  Apple  get 
all  those  securities  slickers  out 
to  the  dry  and  dusty  Ameri- 
can West?  Certainly  business 
has  something  to  do  with  it. 
But  Baker's  Western  roots 
run  deep.  All  the  way  back  to  the 
generous  aunt  who  indulged  a 
young  boy's  fantasy,  fixing  him  up  in 
every  Hopalong  Cassidy  outfit  and 
accessory  she  could  find.  "I  even  had 
the  stick  pony,"  recalls  the  52-year- 
old.  "My  folks  took  a  picture  of  me, 
and  I  entered  it  in  a  Hopalong  Cas- 
sidy look-alike  contest  at 
McCreery's  department  store.  I 
came  in  third  place.  We  went  to  this 
nice  luncheon.  Hoppy  came — I 
loved  it." 

There  were  riding  lessons  on  Staten  Island,  Western 
Classic  Comics,  and  enough  bad  movies  to  keep  his  fasci- 
nation alive.  But  not  much  else  until  1974,  when,  as  then- 
arbitration  director  for  the  AMEX,  Baker  had  the  good 
fortune  to  work  a  case  in  Phoenix.  He  bunked  in  Scotts- 
dale  and  toured  the  state  with  an  old  friend,  a  Long  Island 
peace  officer  who'd  recently  relocated.  Cowboy  hats, 
hitching  posts,  Indian  reservations,  dust  storms,  livestock, 
"Howdy,  boys" . .  .the  New  Yorker  couldn't  get  enough. 

Soon  Baker  was  spending  most  of  his  vacation  time  in 
Arizona,  with  his  wife  Carol,  and  often  meeting  up  with 
Murray  Wachter,  a  friend  and  garment  manufacturer 
from  Manhattan  with  a  similar,  unnatural  hankering  for 
the  Cowboy  West.  Entertaining  thoughts  of  relocation, 
Baker  even  took  a  shot  at  the  state  bar  exam,  studying 
three  weeks  in  an  Arizona  State  University  dorm.  He 
passed,  and  Mrs.  Baker  started  getting  nervous. 

But  it  wasn't  until  a  trip  in  late  '78  that  Baker  finally 
staked  his  own  claim  to  the  West.  With  his  wife  tending 
to  their  flu-ravaged  daughter  in  a  Scottsdale  hotel,  Baker 
phoned  his  old  friend,  who'd  since  taken  a  job  with  the 
Arizona  Department  of  Real  Estate.  On  a  lark,  Baker 


Cowboy  hats, 
hitching  posts, 
Indian  reserva- 
tions, dust  storms, 
livestock, 
"Howdy,  boys99... 
Howard  Baker 
couldn't  get 
enough. 


told  him  he  and  Wachter  might  be  interested  in  some 
land.  "The  first  guy  he  introduced  us  to  must  have 
figured,  'Oh,  here's  a  couple  of  rich  New  Yorkers,"'  he 
recalls.  "He  showed  us  major-league  stuff.  Astronomi- 
cal— like  Long  Is/and  prices." 

So  Baker  told  his  friend  they  just  wanted  something 
cheap.  A  piece  of  the  desert,  a  piece  of  the  West.  When  his 
buddy  told  him  about  two  brothers  who'd  been  working 
mining  claims  on  the  weekends,  the  New  Yorkers  jumped. 
"Now  these  two  boys"  Baker  continues,  shifting 
comfortably  into  halfway  decent  Arizona  twang,  "like  a 
lot  of  people  out  West,  they  were  involved  in  something 
called  'poor-^oy  mining.'"  That  is,  using  unsophisticated 
methods  to  tap  a  vein,  crush  up  the  highly  mineralized 
ore,  and  filter  out  the  gold.  "It  didn't  take  these  boys  long 
to  figure  out,  'Hey,  we  got  us  a  cou- 
ple of  Eastern  boys  here,  maybe  we 
can  get  'em  to  bankroll  us.'" 

Not  quite.  But  Baker  did  agree 
to  return  in  a  month  to  check  out 
the  mines.  When  he  went  back,  the 
brothers  drove  him  13  miles  into  the 
desert  outside  the  town  of  Wicken- 
burg.  "I  said  to  myself,  Tm  going  to 
get  murdered  out  here,  or  this  is 
going  to  be  the  biggest  break  of  my 
life,'"  he  recollects.  "I  was  getting 
involved  in  gold  mining!"  Out  of 
the  office,  into  the  ground:  the  next 
thing  Baker  knew  he  was  on  his 
hands  and  knees — the  brothers 
couldn't  afford  to  prop  up  the  ceil- 
ing— with  a  pickax  in  hand  and  a 
lantern  helmet  on  his  head,  crawl- 
ing, bumping,  pinching  his  way  150  feet  into  the  earth. 
"It  was  terrific!  But  there  was  no  way  we  were  going  to 
give  those  boys  an  open  checkbook  to  operate  those 
mines." 

The  brothers  went  bust  soon  enough.  So  Baker  con- 
tacted the  mine's  owner,  Bill  Bones  of  Carefree,  Arizona. 
Sure,  they  could  work  something  out.  With  visions  of 
cocktail  party  chatter  dancing  in  their  heads,  Baker  and 
Wachter  picked  up  four  claims — "for  a  couple  hundred 
bucks  an  acre" — and  as  a  show  of  sincerity  took  out 
options  on  22  more.  They  called  their  partnership 
Zahav — Hebrew  for  gold — Enterprises.  "Some  of  the 
Arizonans  we  got  to  know,  fhey'd  ask  me,  'Howrrrd, 
what's  this  Zay-hav?'  I'd  tell  them,  'Oh,  that's  a  mystical, 
Middle  Eastern  name.'  They'd  say,  'Middle  Eastern? 
You  got  yf-rab  money  behind  you  boys?" 

When  the  New  Yorkers  went  out  to  close  the  deal  in 
April  1979,  Baker  didn't  think  he  could  find  the  property 
again  by  himself.  No  problem,  Bones  offered  to  drive 
them.  But  as  they  neared  the  town  of  Wickenburg,  a 
police  officer  stepped  out  and  stopped  traffic.  "I  said,  'Mr. 
Bones,  what's  going  on?'"  Baker  recalls.  "He  said,  'Wayll, 


you  got  to  stop  'cause  the  DCs  comin'  back.' 
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For  Your  Next  Meeting,  Aim  a  Little  Higher. 


Deep  in  the  Southern  Rockies  lie  two  hundred  and  fifty  spectacular  square  miles 

known  as  Forbes  Trinchera.  Its  tallest  peak  reaches  14,345  feet  into  the  Colorado  sky,  and  its 

mountains  sweep  down  into  valleys  as  green  and  fertile  as  a  Kentucky  meadow. 

This  historic  tract  of  land  was  bought  by  publisher  Malcolm  S.  Forbes  in  1969  as 

a  natural  escape  to  a  place  far  from  Wall  Street  and  corporate  stress.  It  is  this  aspect  of  this 

wonderful  land  that  the  Forbes  family  have  decided  to  share  with  like-minded  colleagues. 

The  buildings  of  Forbes  Trinchera  have  been  remodeled  to  provide  superb 
accommodation,  but  it  is  still,  essentially,  a  ranch. 

Whilst  there,  you  can  ride  the  land  on  horseback,  or  on  trail-bike.  You  can  fly-fish  on  its  miles 

of  streams,  or  hike  its  thousands  of  trails.  You  will  have  special  rights  at  a  nearby 

golf  and  swimming  club,  or  you  can  shoot  skeet  until  every  clay  looks  as  big  as  a  house. 

And,  when  there's  work  to  be  done,  our  main  conference  room  can  seat  up  to  sixty. 

However  you  choose  to  use  it,  Forbes  Trinchera  will  provide  a  lookout  point  from  which  to  view 
the  world.  Two  hundred  and  fifty  square  miles.  Fifty  staff.  Mountains.  Valleys.  Lakes.  Streams. 

Call  1-800-FORBES-5,  and  allow  us  to  tell  you  more. 


Forbes  Trinchera  Ranch 

A  Forbes  Executive  Retreat 
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Looking  up,  Baker  saw  his  Western  fantasy  come 
true.  A  long  line  of  dusty  riders  stretched  into  the  dis- 
tance, all  cowboy  hats  and  weathered  gear.  It  was  the 
Desert  Caballeros  returning  from  their  annual  ride. 
Hundreds  of  cowboys  and  wannabes  from  all  over  the 
country — a  Wickenburg  tradition  since  1947.  "We 
could've  picked  any  day  to  close  on  those  mines,"  says 
Baker.  "God  was  on  our  side." 

With  every  motel  in  town  booked,  the  New  Yorkers 
ended  up  at  a  resort  on  the  outskirts.  Come  supper  time, 
the  dining  room  was  full  of  Desert  Caballeros.  "What  are 
you  boys  doin'  out  here?"  asked  one  cowboy,  introducing 
himself  as  head  of  the  local  chamber  of  commerce. 

"Well,"  Baker  answered,  all  Big 
Apple  proud,  "we  just  bought  some 
gold  mining  property." 

"What?!"  snapped  the  cowboy. 

So  much  for  a  warm  Western 
welcome.  Only  Easterners,  Baker 
later  learned,  had  ever  made  big 
bucks  off  gold  mining  in  those 
parts.  "And  maybe  they  figured  out 
we  were  Jewish,  I'm  not  sure."  But 
the  New  Yorkers  took  the  high  road,  returning  time  and 
again  to  Wickenburg,  buying  dinners,  listening  to  yarns, 
even  offering  odd  jobs  on  their  mines  to  the  cold-shoul- 
dered cowboy  and  his  kin.  "They  saw  we  didn't  have  a 
scheme,  we  were  just  a  couple  of  guys  out  having  fun, 
and  eventually  they  took  a  liking  to  us." 

Meantime,  in  early  1980  the  price  of  gold  was 
heading  for  the  moon.  Quite  a  surprise  to  Baker, 
who  claims  he  hadn't  even  been  following  it.  So  the 
New  Yorkers  found  some  additional  investors,  exer- 
cised their  options  on  the  remaining  mines,  and 
dubbed  their  new  partnership  Los  Altos  Yentos — 
Yiddish  for  The  Busybodies. 

"Hey,  Howrrrd,  what's  this  Los  Al-tos  Yen-tosT 

hen  Baker  want 

ed  to  show  his 

new  part- 
ners what 

they'd 

sunk  their 

money  into, 
he  tapped  the  same  cold 
shouldered  cowboy  to  arrange  a 
Western-style  tour  of  the  mines. 
"He  showed  us  the  graves  of  some 
massacred  settlers,  caught  us  a  rat- 
tlesnake and  skinned  it  for  lunch, 
brought  out  some  horses  and 
rode  us  around  the  property — a 
wonderful  couple  of  days,"  Baker 
remembers.  And  when  the  tour  was 
over,  the  cowboy  melted.  "He  told  us, 
'You  know,  you  boys  aren't  so  bad  after  all,  I 


TheAMEXfe 

Howard  Baker: 

all  of  his  cowboy 

dreams  came  true. 


really  think  I  sized  you  up  wrong.'  Then  he  said,  'Remem- 
ber that  ride  you  met  on  your  way  into  Wickenburg? 
Maybe  you'd  like  to  go  sometime.'" 

It  was  sweet  music  to  Baker  and  Wachter's  ears.  The 
next  year  the  cowboy  sponsored  them,  and  they've  been 
Desert  Caballeros  ever  since. 

That  same  cowboy  kept  up  as  the  New  Yorkers'  annu- 
al trail  boss,  running  Baker's  securities  slickers  through 
the  Monument  Valley,  the  San  Francisco  Peaks  and  else- 
where in  the  Arizona  wilderness,  and  eventually  launch- 
ing a  horseback  vacation  outfit  of  his  own.  Then  in  1990 
the  cowboy  sold  out  to  his  horse  supplier,  Don  Donnelly 
Stables  at  Gold  Canyon,  and  Baker  found  himself  with 
another  strong-and-silent  Arizo- 
nan  to  break  in. 

"We've  turned  Donnelly  into  a 
mensch"  says  Baker,  succinctly,  oi 
his  eventual  success. 

Of  course,  Baker  isn't  quite  the 
nice  Jewish  boy  he  once  was. 
either.  He's  got  an  easy,  unmistak- 
able intimacy  with  the  Arizonans 
he's  met  over  the  years.  He's  devel- 
oped a  keen  interest  in  the  Cowboy  West,  stocking  hi; 
Trinity  Place  office  with  artifacts.  On  hi; 
rides,  he's  the  only  non-Arizonan  who  car>> 
actually  sing  along  around  the  campfire.  Anc 
he  keeps  a  couple  of  saddles  and  duffels  o: . 
extra-large  Western  duds  stashed  ir 
Wickenburg. .  .for  next  year. 

And  Baker's  securities  slickers! 
They  play  along.  On  last  September':] 
ride,  the  Finnish  Options  Market':! 
Asko  Schrey  was  spotted  stalking  thd 
camp  in  his  patchwork  cowboy  get-up 
quick-drawing  a  banana  at  anyont 
who  moved.  Gateway's  Peter  Thaye 
threatened  to  disrupt  the  cowboy 
poetry  contest  with  an  ode  to  th 
\    dust  called  "The  Red  Booger  Val 
ey."  And  Lehman  Bros.'  Davi< 
Marcus  put  in  a  few  late  nights  a 
the  campfire,  strutting  his  stuff  t< 
the  beat  of  a  Navajo  drum. 
Baker  and  Wachter  ended  thei 
ining  exploits  some  years  back 
with  a  buyout  from  ar 
Arizona      minin; 
firm    that    proveti 
favorable,  though  lesj 
than  lucrative.  "Botton. 
ine,  it  hasn't  turned  out  like  w 
thought,"  says  Baker,  resignedly,  befor 
adding  in  the  blink  of  an  eye,  "but  w> 
could  never,  ever,  ever,  ever  have  replace* 
the  fun  we  had  and  nice  people  w 
met  along  the  way." 


:  a 
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A  Monumental  Ride 


The  Monument  Valley  rolls  like  an  ocean,  bakes 
like  an  oven,  scrapes  the  sky'  like  midtown  Man- 
hattan, and  pretty  much  goes  on  forever.  It's  pow- 
erful, dreamv  and  unreal,  a  rugged  palette  of 
wind-blasted  sandstone,  lengthened  shadows, 
curious  vegetation,  and  jaw-dropping  vistas. 
It's  also  a  hell  of  a  place  for  a  horseback  ride. 
Don  Donnelly  Stables  has  been  running  tours  through  the 
Valley  since  1990,  the  only  non-Navajo  outfitter  with 
access  to  the  tribal  park's  interior.  A  lifelong  Western 
:  horseman,  Donnelly  calls  his  tour  "the  best  recreational 
riding  in  the  countrv" — and  he  just  may  be  right.  Unlike 
nose-to-tail  dude  ranch  trails,  riders  are  free  to  spread  out, 
to  trot  and  lope  at  their  own  pace  across  fields  of  sage  brush 
1  and  red  sand.  It's  a  real  treat. 

We  went  with  Howard  Baker's  group  last  September. 

Things  got  started  near  the  Mitten  Buttes,  made  famous  in 

so  many  cowboy  flicks  and,  lately,  every  other  pickup  truck 

ad.  Three  hours,  plenty  of  dust  and  magnificent  wide-open 

:  spaces  later,  we  rode  into  camp  beneath  the  angry'  pinnacle 

of  Thunderbird  Mesa.  Accommodations  included  com- 

1  fortable  tents,  tolerable  cots,  good  Western  fare,  and  the 

i  unheard-of  luxury  of  hot  showers.  Each  evening  ended 

1  with  fine  cowbov  entertainment  around  a  crackling  fire;  the 

'  night  skv  alone  seemed  worth  the  price  of  admission. 

There  are  ancient  ruins  scattered  about  the  Valley,  but 


its  recent  history  is  short.  White  traders  were  there  during 
the  late  1800s,  though  few  tried  to  settle,  the  land  being  too 
harsh.  Even  the  Navajo  didn't  occupy  it  until  the  1860s, 
taking  refuge  among  the  monuments  while  Kit  Carson  was 
wiping  them  out  and  rounding  them  up  elsewhere.  In  the 
1920s  Harry  Goulding's  lodge  brought  the  first  tourism 
and  economic  activity.  But  it  took  John  Ford  to  bring  the 
Valley's  magnificence  to  the  general  public,  in  such  classics 
as  Stagecoach,  My  Darling  Clementine  and  The  Searchers. 

Still,  the  Valley  remains  remote.  Navajo  guides  are 
always  available  for  tours  into  the  interior,  though  most 
visitors  stay  on  the  scenic,  17-mile,  unpaved  loop.  Each  ride 
took  us  cowpokes  to  new  sights:  the  gangly  spires  of  the 
Yei  Bi  Chei  and  the  Totem  Pole  Clint  Eastwood  scaled  in 
The  Eiger  Sanction;  the  washed-out  splendor  of  Little 
Monument  Valley;  the  stunning  vista  from  John  Ford's 
Point.  Most  spectacular  was  a  trip  to  the  top  of  Mitchell 
Mesa,  covered  with  tiny  cacti  and  twisted  trees.  After  an 
hour's  ride  up  a  tenuous  trail,  the  park  was  spread  out 
below  us.  Incredible  views:  El  Capitan,  the  Mitten  Buttes, 
the  Four  Corners,  and  the  carloads  of  poor  tourists  chug- 
ging along  the  loop  road. 

This  year  Don  Donnelly  Stables  will  run  eight  tours 
of  the  Monument  Valley  from  May  to  October.  Cost: 
$1,400  per  person  for  eight  days;  $1,000  for  five  days.  Call: 
800-346-4403;  602-982-7822;  fax:  602-982-8795.  • 
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•  •**•••••*•**• 


HANDCRAFTED  AVIATION  DISPLAY  MODELS 

Over  300  Aviation  Display  Models  Available 

SHOWCASE  MODEL  CO. 
P.O  Box  470.  Dept  FYI-95-01 
Sbte  College.  PA  16804-0470 

(800)  441-9524 -Orders 

1814)238-8571  -Catalogs 

(814)  238-8572 -FAX  / 

mim  *""  ^i  L_ 
!  WORLDS  LARGEST  MAKER  OF  AEROSPACE  REPLICAS 


****•••*••••*   •.• 


pO  NOT  JUDGE  A  MAN   UNTIL  YOU   HAVE  WALKED  TWO 

MOONS   IN   HIS  MOCCASINS.  .,  .  „     ,  c    V1M_ 

Native  American  saying 


OR  INFORMATION  ON  DIRECT  RESPONSE  ADVERTISING 

:ALL  LINDA  LOREN  AT  212-620-2440 
FAX  212-620-2472 


E/S  Albatross  D-V(1 /20th) 
©$169.95  + $7.50  S/H 


*  Tine  Art  U  True  Wealth 

Collect  the  Hottest 

Contemporary  Artists 

on  the  West  Coast 

SILVERSTATE 
FINE  ART 

Brokers  oj  Exclusive  Fine  Art 

Free  Gift  Certificate  and  Catalog        Call  1 -800-99-99-ART 

or  Circle  Our  Number  on  the  Rl?VP  Card 


AUDIO  BOOKS 


AUDIO  BOOKS 


When  ton  joii  the  Asdio  Book  Clita. 

Best  Sellers  on  Jape 
Hundreds  of  Titles 

1-800-422-2258 


Audio  Book  Club  \£L 


©1995  Audio  Book  Club 


4FY03 


•  Call  for  Free 
Brochure 


P.O.  Box  986  "Hicksvite.  NY    802-0986 


(800)  626-3333 
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By    Coyote    Jack 


sons  and  old  Martins 
can  cost  a  hundred  and 
fifty  grand. 

No  two  guitars  are 
exactly  alike — good 
ones  anyway,  just  like 
books — and  the  bad 
ones  are  all  alike,  the 
way  they  sound.  The 
tops  of  good  guitars  are 
made  usually  of  spruce, 
close-grained  and  even- 
ly laid.  In  the  18th  and 
19th  centuries  the 
Admiralty  sent  inspec- 
tors to  temperate  British 
possessions  to  stamp 
splendid  spruces  fit  for 
masts  on  Whatever 
Majesty's  warships  as 
Whatever  Majesty's 
pines.  When  the  advent 
of  steam  and  steel  so 
lowered  naval  tone,  the 
spruces  were  left,  and 
some  of  it  made  its  way 
to  guitar  makers. 

The  top  of  a  guitar  is 
there  for  tone,  the  sides 
There  are  two  main  acoustic  and  back  for  tone  and  beauty.  The 
mint-condition  guitar — only  97  guitar  companies  in  America —  box  is  made  of  rosewood,  or  curly 
were  made — it  would  be  worth,  Gibson  and  Martin.  They've  both  maple,  or  koa  or  mahogany — the 
oh,  two  or  three  times  that.  They  been  making  good  guitars  for  a  list  is  long  and  obscure.  The  neck 
ain't  making  any  new  old  guitars,  long  time,  and  the  manic  rise  in  of  hard  strong  wood,  the  finger- 
Only  about  half  of  these  have  been  value  of  good  old  instruments  has  board  usually  of  ebony,  a  wood  so 
acounted  for,  so  if  you  had  a  propelled  both  companies  into  the  hard  it  blunts  chisels,  and  so  heavy 
scalawag  uncle  who  ran  off  to  manufacture  of  instruments  of  it  sinks  if  you  toss  it  in  water. 
Nashville  or  Arizona  to  sing  cow-      equivalent  quality — priced  from  The  Stringed  Instrument  Divi- 

boy  music  back  in  the  Thirties  $5,000  to  $20,000,  depending  on 
before  coming  back  home  to  die  of  the  wood  and  how  much  abalone 
drink,  you  might  look  in  the  attic  shell  you  want  in  the  fingerboard, 
of  the  family  manse,  carefully.  That's  for  the  new  ones.  Old  Gib- 


I  LIVED  THROUGH 
the  Sixties,  picking 
my  way  through  the 
throngs  of  self-righ- 
teous twits  howling 
songs  of  protest  be- 
fore going  on  to  other 
things — drug  rehab, 
successful  lives,  the 
White  House. 

And  how  many  of  us 
from  those  heady  and 
infantile  times  of  altru- 
ism have  now  found  our- 
selves  somewhat  to 
the  right  of  Vlad  the 
Impaler? 

A  lot  of  the  music  was 
pretty  good,  though,  and 
the  root  music  was  a 
whole  lot  better.  Music 
you  make  your  own  self 
or  with  friends  is  a  good 
and  handmade  thing. 

The  guitar  I'm  hold- 
ing is  a  Gibson  j-200, 
made  in  the  1930s.  It 
sells  these  days  for  a 
modest  $16,900,  because 
it  had  to  be  restored.  If  it  was  a 


"Music  you  make  your  own  self  or  with  friends  is  a 

good  and  handmade  thing, "  says  our  leading  solon,  Coyote 

Jack  (pictured  here),  fondling  a  $16,900  Gibson  J-200. 


sion  of  Missoula,  Montana,  is  run 
by  Peter  Bedino  Barberio,  Luthier, 
who  won't  talk  to  anybody,  and 
Greg  Boyd,  a  genuinely  affable 
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man.  Plays  bluegrass,  though. 
Sigh. 

They  have  a  great  long  list 
of  instruments — banjos,  man- 
dolins, mandocellos,  ukelins, 
and  the  like — the  last  two  are 
hybrid  instruments  (there 
were  a  great  many)  available 
through  catalogue  stores  be- 
fore the  advent  of  phono- 
graphs and  radio. 

They  have  a  National  steel 
guitar,  Style  #4  Tri-cone  with 
Chrysanthemum  engraving — 
five  thousand  bucks,  played 
with  a  slide  across  your  lap  and 
essential  to  the  sort  of  music 
it's  essential  to.  Pure  Country. 

Fiddles.  Classic  electric  gui- 
tars. Hawaiian  guitars.  Parlor 
guitars.  I  think  I  even  saw  a 
trumpet  in  there,  and  the  sort 
of  drums  used  to  announce 
Third  World  executions. 

And  a  few  guitars  made  by 
independent  master  luthiers. 
These  guys,  who  often  work 
utterly  alone,  eschewing  even 
apprentices,  are  the  sort  of 
folks  who  make  their  guitars 
the  way  they  like,  at  a  rate  of  six 
to  ten  a  year.  These  instru- 
ments are  livelier  than  any  oth- 
ers that  I  know,  and  I  choose 
not  to  name  the  makers  in  this 
piece,  because  there  is  one 
there  I  covet,  and  Hollywood 
ain't  called  quite  yet.  Greg'll 
probably  tell  you,  though. 

. . .  and  now,  a  cup  of  tea  for 
the  pipes,  some  friends  are  on 
the  way  here  to  pick  a  little, 
and  I'm  trying  to  finish  a  new 
song,  an  anthem  for  the 
times...  "OH,  SCREW  EVERY- 
BODY"... Rush  Limbaugh  will 
love  it.  • 

— Coyote  Jack 

Stringed  Instrument  Division 
features  a  search  service  for  rare 
instruments  and  guitars  in  the 
$150  to  $150,000  range.  125  West 
Alder,  Missoula,  Mont.  59802; 
406-549-1502. 


/our  first  sip  of  Jack  Daniel's?  If  so,  please  write  and  tell  us  about  it. 


THE  UGLIEST  BUILDING  in  Jack  Daniel's 
Hollow  is  the  one  we  revere  most. 

This  was  Jack  Daniel's  office,  built  right  after  he 

discovered  pure  spring  water  in  a  nearby 

limestone  cave.  (We  still  use  that  water  today.) 

To  remind  us  of  the  traditions  he  set  down  in 

1866,  we  haven't  changed  a  thing 

in  this  office.  We  haven't  altered 

the  way  we  mellow  our  whiskey 

since  Mr.  Jack's  day,  either.  And 

you'll  be  glad  to  know  we've  no 

plans  to  do  one  or  the  other 

anytime  soon. 

SMOOTH    SIPPIN' 
TENNESSEE    WHISKEY 


Tennessee  Whiskey  •  40-43%  alcohol  by  volume  (80-86  proof)  •  Distilled  and  Bottled  by 

Jack  Daniel  Distillery.  Lem  Motlow,  Proprietor,  Route  1.  Lynchburg  (Pop  361),  Tennessee  37352 

Placed  in  the  National  Register  of  Historic  Places  k~i  the  United  States  Government. 


Face  value:  General 

and  Mrs.  George 
Custer's  honeymoon 

portraits  on 

porcelain  vases,  at 

Butterfield 

& Butterfield. 


Boxing,  books  and  bad  boys' 
belongings  are  all  on  the  block 


IN  THIS  SPRING  S  AUCTIONS 


Custer  and  Western  Memorabilia, 
Butterfield  &  Butterfield 

Tween  reconstructin'  Texas  after  the  Civil  War  and 
fightin'  the  Indian  wars  up  in  the  Dakotas,  General 
George  Custer  and  Libby,  his  missus,  headed  down  to 
Sin  City  for  a  delayed  honeymoon.  In  July  1865,  they  sat 
for  these  portraits  in  steamy  New  Orleans.  Artist  R.T. 
Lux  then  painted  likenesses  of  the  happy  couple  onto  the 
blank,  11-inch  Continental  porcelain  vases,  which  were 
then  gussied  up  and  gilded — the  perfect  knickknack  for 
the  sentimental  strategist.  Estimate:  $40, 000-550, 000. 

Also  up  for  grabs  are  two>pistols  which  belonged  to 
desperado  Jesse  James,  vigilante  raider  and  robber  of 
trains  and  banks  from  1866-1882.  The  estimate  for  the 
unmatched  pair  of  a  Colt  single-action  Army  revolver 
and  a  Merwin  and  Holbert  Frontier  revolver  is  $100,000. 

Featured  in  this  Western-themed  auction  is  the  work 
of  two  photographers.  For  30  years  Edward  Curtis 
stormed  around  the  Western  landscape  photographing 
portraits  and  chronicling  the  culture  of  over  80  Native 
American  tribes.  His  work,  which  became  20  volumes  of 
photographs,  was  praised  by  Teddy  Roosevelt  and 
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;    "Old  Church  at        financed  by  J.P. 

lanchos  de  Taos" by    Morgan.  The 

Ansel  Adams,  original  owners 

at Butterfield &       of  "Canon  de 

Butter  field.  Chelly,"  taken 

in  1904  of  the 

Navajo  in  eastern  Arizona,  are 

jutting  this  photograph  up  for 

ale.  The  i3"-by-i6"  gold- 

oned  image  in  its  original  21"- 

ly-24"  studio  frame  is  signed. 

estimate:  $12,000-516,000. 

Also  on  the  block  is  a  pho- 
ograph  by  Ansel  Adams. 
Irhe  1929  photograph  "Old  Church 
at  Ranchos  de  Taos,  N.M."  seems 
|oo  quiet  and  architectural  for  the 
portraitist  of  Yosemite's  soaring 
:4alf  Dome.  This  7"-by-n"  photo- 
graph displays  his  technical  mastery 
In  its  attention  to  texture  and  subtle 
gradations  of  light.  Estimate: 
^5,  000-57,000. 

The  Custer  and  Western  sale  is  on 
April  14.  Contact:  Cynthia  Stern. 
^15-861-7500,  extension  377. 

19th-century  American 
Toys,  Skinner 

:'God  is  in  the  details"  must  have 
peen  this  toy  designer's  motto — 
every  Chicago  street  on  its  Jackson 
Park  route  is  listed,  the  seats  flip 
down  on  both  sides,  and  there  are 
:onductor  and  driver  figures.  Made 
bf  brilliantly  colored  lithographed 
oaper  on  wood,  this  27-inch  trolley 
vas  made  in  the  1890s  by  R.  Bliss 
Manufacturing  Company  of  Paw- 
nticket, Rhode  Island,  which  was 
fdso  known  for  its  doll  houses,  boats, 
;rains,  blocks  and  games.  Estimate: 
03,000-53,500. 

Also  on  the  block  in  the  highly 


unusual  gathering  of  19th- 
century    American     toys 
(before  World  War  I,  most 
toys  were  imported  from 
Germany)  is  a  group  of  cloth 
dolls,  including  a  Beecher 
baby  and  other  handmade 
dolls;  and  an  Ives  tin  rowboat, 
The  Mary,  with  a  sophisticated 
brass  clockwork-gear  system 
that,    when    put    in 
water,  actually  rows       Paper  lithograph 
(55,000-57,000);  and  a         Jackson  Park, 
Miirklin    (ja,   das  ist        Chicago,  trolley 
Deutsch)  hand-painted  tin     from  the  1890s,  at 


American  Toys  sale  is  on  April  7. 
Contact:  Andy  Ourant.  508-779- 
6241. 


train  freight  station  from 
around  1905  (5800-51,200). 
The     19th-century 


Skinner. 


Boxing  Memorabilia, 
Superior  Galleries 

In  1936,  Hitler's  pride  and  joy,  blond 
boxer  Max  Schmeling,  blew  away 
America's  rising  star  Joe  Louis,  a 
defeat  which  seemed  to  justify  cer- 
tain nasty  racial  theories. 
In  1938,  they  met  a- 
gain,  and  this  time,  in 
two  battering  minutes, 
Louis  KOd  Schmeling  in 
the  first  round.  Louis, 


AT  REYNOLDS  PLANTATION, 

TRADITION  SETS  US  APART.  THAT,  AND 

ABOUT  THIRTY-TWO  MILES  OF  WATER. 


Just  75  miles  east  of  Atlanta,  lies  a 
private  community  with  four-thousand 
acres  of  rolling  wilderness  along  Lake 
Oconee,  Georgia's  second  largest  body 
of  water.  Enjoy  36  holes  of  award- 
winning  golf,  including  Great  Waters, 
a  Jack  Nicklaus  signature  course,  and  a 
variety  of  lake  and  outdoor  activities. 

Homesites  from  $35,000  to 
$200,000  plus;  Cottages,  Townhomes 
and  Custom  Homes  from  $140,000  to 
$750,000  plus.  Send  for  a  free  32-page 
guide  to  Plantation  Living  or  call 
1-800-733-LAKE  (5253). 

Obtain  the  Property  Report  required  by  Federal  Law  and  read  it 
before  Signing  anything  No  Federal  agency  hai  judged  the 
merits  or  value,  if  any,  of  rhis  property   This  1-  nut  an  offer 
where  registration  u  required  prior  to  any  offer  being  made. 

Void  where  prohibited  by  law 

REYNOLDS  PLANTATION,  100  Linger  Longer  Road 
Greensboro,  Georgia   30642 


I  Please  send  me  a  free  32-page  color  brochure. 

Name. 


Owrguzdbd  have  given  iu  the 

perfect  100th  birthday  present. 

Many  happy  retur/w. 


Some  come  to  feast  their  eyes  on  our  stun- 
ning architecture,  others  to  jeast  at  our 
award-winning  Lemaire  Restaurant.  Some 
come  to  take  part  in  meetings  or  banquets 
in  our  palatial  rooms,  others  to  take  in  the 
beauty  that  surrounds  us  in  Virginia.  But 
all  come  back  for  this:  the  impeccable  ser- 
vice that  makes  us  a  AAA  Five  Diamond 
hotel.  To  make  your  next  business  trip 
memorable  for  all 
the  right  reasons, 
call  800-424-8014 
for  reservations. 
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FRANKLIN  &  ADAMS  STREETS,  RICHMOND,  VIRGINIA 


AN  AMERICAN  LANDMARK 
SINCE  1895 


Brooklyn 
Academy 
of  Music 


salutes 


Independence 
Savings  Bank 


for  its  support  of 

BAM's  Youth  Programs 

and  the 

DanceAfrica  Festival 


heavyweight  cham- 
pion of  the  world, 
returned  home  a 
hero.  Schmeling 
hung  up  his  boxing 
gloves  and  spent 
the  war  jumping 
out  of  airplanes  in 
the  losing  cause. 

On  the  block  is 
one  of  three  extant 
posters  from  the 
second  fight.  28"- 
by-40",  this  one- 
sheet  poster  is 
worn  only  at  the 
edges  and  folds, 
and  is  estimated 
at  $3,000-54,000. 
With  699  other 
lots  of  boxing 
memorabilia  from 
the  Duke  Hott 
Collection,  includ- 
ing Jimmy  Brad- 
dock  and  Joe  Louis 
championship 
belts,  up  for  grabs 
on  March  18.  Con- 
tact: Larry  Gold- 
berg. 310-203-9855. 
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WORLD'S    HEAVYWEIGHT 
CHAMPIONSHIP 

YANKEE  STADIUM 

wed.  eve.  June  22 

a.00  p.  m. 

Auspices  of  20th  CENTURY  SPOTTING  CLlBJnc 

MIKC     JACODS.     rromolor 
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A  poster  that's  definitely  a  contender,  at  Superior  Galleries. 


Sporting  and  Travel 
Books,  Swann  Galleries 

Jocks  with  bum  knees  can  enjoy  a 
vicarious  workout  by  beefing  up  their 
sporting  library.  Golfers  may  rejoice 
at  adding  The  Golfer's  Alphabet,  by 
W.G.  Van  T.  Sutphen  and  illustrated 
by  the  gentleman  watercolorist  A.B. 
Frost.  Published  in  1898,  way  before 
Big  Bertha  and  those  God-awful 
visors  everyone  insists  on  wearing, 
The  Alphabet  shows  a  charming,  gen- 
tler era  of  the  game.  The  estimate  is 
$400-$6oo — the  equivalent  of  a 
weekend  on  the  links  at  Pebble 
Beach. 

"Trusty"  the  feisty  bulldog  pic- 
tured in  The  Fancy;  Or,  The  Authentic 
Memoirs  Of  The. . .  Leading  Pugilists, 
London,  1826,  made  his  owner  a 
pretty  penny.  Facing  a  ten-guinea  bet 
that  "the  adversary  would  not  go 
home  without  leaving  some  part  of 
his  body  behind  him,"  Trusty  ripped 
apart  his  opponent.  His  owner  later 


"presented  two  of  the  beaten  dog's 
claws,  which  Trusty  had  torn  off  in 
the  contest."  Ick.  The  Fancy  is  a  two- 
volume  first-edition  book  about 
fighters,  both  human  and  animal. 
Estimate:  $8oo-$i,200. 

On  the  block  are  over  100  lots  of 
sporting  books  including  hunting, 
shooting  and  angling — a  scarce  copy 
of  the  1933  Yacht  Racing  Log  ($600- 
$900),  perhaps?  There  are  over  200 
lots  of  travel  books  on  voyages  and 
exploration  including  A  Voyage  To 
The  South  Sea,  And  Round  The  World 
by  Edward  Cooke  published  in  17121 
($i,ooo-$2,ooo). 

The  sporting  and  travel  book  sale 
is  on  March  16.  Contact:  Tobias 
Abeloff  212-254-4710. 

Globes,  Christie's  South 
Kensington 

Before  Global  Positioning  Systems,  all 
that  an  explorer's  financial  backers  had 
to  go  on  were  their  own  speculations. 


' 
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hen  asked,  "Where's  our 
an  Cook  these  days?"  a 
ndemen  in  the  mid-i/oos 
ipped  out  a  stylish  pocket 

lobe.  "He  already  found 
e  Sandwich  Islands,"  he 
ight  have  said,  pointing  at 
e    map    of  the    world 

ttached  to  the  three-inch 
eter  globe  in  a  wooden 

ase.  "Hope  he  doesn't  get 
o  close  to  those  Hawaiian 

slands."  "I'll  lose  my  shirt 

f  he  loses  his  life."  Pocket 


You  say  you 
mnt  a  revolution  ? 

One  of  a  pair 
'  library  globes,  at 
Christies  South 

Kensington. 


i 


"Trusty, "  a  pugilist  pet,  from  the 

1826  book  The  Fancy,  at  Swann  Galleries' 

travel  and  sporting  books  sale. 

globes    and    desktop    globes 
(would  that  come  with  or 
without  a  mouse?)  are  up 
for  grabs,  and  their  esti- 
mates     range      from 
$i,ooo-$3,ooo. 

At  left  is  one  of  a 
pair    of   three- 
foot-tall  library 
globes  on  ma- 
hogany stands  from 
the    1860s.    Twelve 
inches  in  diameter, 
these  globes  are  much 
smaller  than  the  stan- 
dard 18-,  21-  and  25-inch 
globes  that  were  then  mass- 
produced.  Hand-painted  and 
handmade    by    instrument 
makers,  this  set  is  estimated  at 
around  $16,000. 

"Pretty  bloody  accurate"  describes 
the  early  18th-century  planetarium 
by  W&S  Jones  of  London.  The 
Reverend   C.    Rogers   of  Beech 
House,  Sowerby  Bridge,  Yorkshire, 
turned  the  brass  handle,  and  the 
ivory  planets — Mercury,  Venus, 
Earth,    Mars,   Jupiter,    Saturn, 
Uranus,  Neptune  (all  but  Pluto, 
which  hadn't  been  discovered  yet) — 
revolved  on  brass  poles  around  a 
plaster  sun.  Two  feet  tall  and  with 
the  gear  mechanisms  hidden  in  a 
brass  tripod  base,  the  globe  is  esti- 
mated at  $40,ooo-$50,ooo. 

The  50-lot  globe  sale  is  on 
March  15.  Contact:  George  Glas- 
tris.  011-44-71-321-3139.  • 

Allison  Moir 


■  ■  ■ 


People  say  the  nicest 
things  about  us. 


Halekulani 

"HOUSE  BEFITTING  HEAVEN" 

■tyi  -^  ^  If?  ■& 


On  the  beach  at  Waikiki. 

Call  toll-free  (800)  367-2343 
or  (808)  923-2311. 

~WO«iDNMDt 


,  Hotel?*  RtsoKn 


(800) 323-7500 
"ThfJsixiiitfHotekotthtfWorki* 

(800) 223-6800 


THE   CREAM   OF   THE   MAIL-ORDER   CATALOGUES 


The  AMA  has 
a  catalogue?! 

fes  (see  below).  And  you 
lon't  have  to  be  Marcus 
Velby  to  order  from  it. 

D  "Mother  Earth" — you  read  the  story 
■/>.  54).  Now  buy  the  roses!  English  breeder 
Wiavid Austin's  anyway,  such  as  the  comely 
i  Bibi  Maizoon. " 

f  :em  #N45249-9  (each) $  1 6 

Ifeyside 800-845-1124 

t  ^  Mueller  is  the  pre-eminent  catalogue 
^mpurce  of  everything  pertaining  to  billiards 
V&nd  darts,  such  as  this  sleek  "Road  Agent" 
Mue  with  its  hand-painted  highway  scenes 
Wand  extra  shaft),  and  multi-pocketed 
wPorper  cue  case. 

Item  #95-25  (cue) $576 

tem  #SC40  (case) $70 

IneUer 800-627-8888 


They  only  come  out  at  night!  But  so  do 
ou  with  the  handy  Stellarscope — the  cur- 
ent  word  on  42  stars  and  yo  constellations. 

lem  #80870 $38 

rational  Geographic  Society 800-447-0647 

W&  Editor  At  Large  Geoffrey  Norman 
\tarts  each  day  with  this  good,  solid  scent. 
\And  look  at  all  the  action  he  gets. 

tem  #S5193 $17 

Lis 800-548-9548 

■^  Ducky,  you'll  never  find  what  you 
meed  for  watching  the  America's  Cup 
unless  you  bring  along  this  simply  super 
VSaint-Malo  duffle  by  Louis  Vuitton. 

tem  #H80022 $845 

■ouis  Vuitton 800-285-2255 

^Jim  Carrey  has  nothing  on  this  Indo- 
nesian Garuda  mask — guaranteed  to  scare 
unruly  children  back  into  line. 

tem  #8502 $60 

imithsonian 800-322-0344 


%J  Pieces  de  resistance!  This  "very 
difficult,"  51-incb-higb,  t,-D  replica 
puzzle  of  Big  Ben  will  have  you  think- 
ing homicidal  thoughts  about  jigsaw- 
puzzle  designers  everywhere. 

Item  #32002 $65 

Rand  McNally 800-234 

{^  How  come  in  My  Little  Chickadee, 
W.C.  Fields  never  tried  to  imitate  the 
amiable  avis's  distinctive  call?  Because  the 
"Birds  Of  North  America — See  The 
Birds... Hear  Their  Songs!"  CD-ROM 
hadn  't  been  invented  yet.  Pity.  $59. 

Thayer  Birding  Software 800-865-2473 

^J  In  my  dream  I  hear  my  doctor  saying, 
"Mr.  Christy,  this  is  a  rare  syndrome  which 
can  be  treated  only  with  milk  chocolate.  Tm 
prescribing  a  one-pound,  anatomically  cor- 
rect chocolate  heart.  Fill  immediately!" 

Item  #OP932794PQ $20 

American  Medical  Association 800-621-8335 

tffl  The  real  Speakers  of  the  House,  as  far 
as  we're  concerned,  are  these  super 
Soundworks  by  audio  pioneer  Henry  Kloss. 
Plug  in  your  CD — or  your  multimedia 
system — and  rock.  $199. 
Cambridge  Sound  Works 800-FOR-HEFI 

%*\  Your  choice:  an  ugly  laminate,  or  this 
airy,  wrought-iron  and  oak  computer 
table.  A  no-brainer,  we  say. 

Item#TK001 $1 

Ballard  Designs 404-35 1  -5099 

fffi  Wear  a  pair  of  these  Hot-and-Cold- 

running  cufflinks,  and  even  Farrah  Faucet 
will  succomb  to  your  charms. 

Item  #3572 $70 

Eximious 800-221-9464 

(k}  These  handsome,  hand-painted  Cab 
Treasure  Boxes  with  fishing  decals  are 
great  for  licenses,  lures  and  the  loose  change 
of  cabin  life. 

Item  #W34C  (each) $85 

Whispering  Pines 800-836-4662 

FYI 
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^n,f^?.0,:„M6HT:  The  Poinls  of  U^  Foundation 
2/  Lfr2'3  rml,lon  on  promotions,  salaries,  travel  and  ad- 
nimistrative  expenses  while  granting  $4  million  to  service 

S^  !?  **£!*  .f0Ur  years>  the  ^  *•»**  Times 
reported  Monday.  The  foundation  was  inspired  by  Presi- 
dent Bush  s  pledge  to  boost  volunteerism.  But  the  former 
president  is  not  affiliated  with  the  foundation 
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riNClNNATI,  Dec.  13  (AP)  -  A 

le    today    threw    out    charges 

'  a,nst  a  bus  driver  accused  of  sexu- 

I  3L  assaulting  a  woman  who  said 

Je  only  witnesses  were  2  of  her  10 

I  'personalities. 


Bangladesh  mullahs 
whip  rapist's  victim 

BAKSHIPARA,  Bangla- 
desh —  When  Islamic  clerics 
set  up  a  village  "court," 
Saher  Banu  thought  the  man 
accused  of  raping  her 
daughter  would  be  punished. 
She  was  wrong. 

Instead  of  convicting  the 
man,  the  13  mullahs  sen- 
tenced the  daughter  to  80 
lashes  with  a  supple  bamboo 
cane    for    having    unlawful  ~ 
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152  FORBES 


FYI 


i  want  to  preserve  purchasing  power,  not  just  capital.  But  are  global 
pa  divergence,  barbell  duration  and  the  esoterica  of  portfolio  theory  the 
rawer?  Maybe  it's  time  for  some  straight  talk  about  managing  your 
Ijalth.  Call  Jack  H.  Walston  at  (213)  489-0685  or  William  B.  Witte  at 
( 3)  489-0628  in  Los  Angeles,  or  Robert  Vanneman  at  (415)  398-4795  in 
'n  Francisco.  You'll  find  but  why  a  core  portfolio,  separately  managed 
■  \  UBS,  has  meant  financial  security  for  generations. 

'ion  Bank  of  Switzerland,  299  Park  Avenue,  New  York,  NY  10171  Telephone:  (212)  821-3000  Fax:  (212)  821-3498 
'ices  in  North  America:  Los  Angeles,  San  Francisco,  Chicago,  Houston,  Toronto,  Montreal 


"Sport"  line:  water  resistant  Chronograph  watch  in  stainless  steel.  Swiss  made. 
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New  York  •  Aspen  •  Beverly  Hills  *  San  Francisco  •  Bal  Harbour  •  Las  Vegas  •  Houston  •  South  Coast  Plaza 

For  Information  or  for  a  Catalog,  please  call  1-800-644-INFO 

Bvlgari  watches  are  also  available  at  selected  watch  and  jewellery  shops. 


epsiCo  s  Pizza  Hut  solution  •  Getting  gremlins  off  your  hard  disk 
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HICKEY-FREEMAN 


A  PRIVATE  COLLECTION 


Tapestries 

derived  from  a  formidable  aesthetic 
vision  and  exquisite  execution.  Tailored  clothing  by 

HICKEY-FREEMAN,  the  essence 
of  the  art  of  TAPESTRY. 


For  the  name  of  your  nearest  Hickey-Freeman  retailer,  please  call  (800)  295-2000. 


VOUHE  GOING  10  DIE 

AND  IT  WILL  COST  YOU  55%  OF  EVERYTHING  YOU'VE  GOT  I 


It's  just  the  way  it  is.  We're  here  for  a 
lie  and  then  we're  gone.  And  on  that 
ritable  last  day,  your  personal  stock 
Iket  will  take  a  drastic  dive.  If  you're 
Ith  S3  million  or  more,  when  you  die, 
|r  heirs  will  get  about  45%  of  their 
pritance.  And  Uncle  Sam  will  spend 
Irest  in  about  90  seconds,  possibly  on 
ler  clips  and  note  pads.  Unless  you 
pmething  about  it  now.  I  can  show 
how  to  optimize  your  wealth, 
Uncle  Sam's  full  tax  bill,  and  still 
re  your  loved  ones  their  entire 
•ritance! 

LET  UNCLE  SAM  PLAY 
THE  POT  WITH  YOUR  FAMILY 

I've  protected  your  estate  in  life.  Why 
lin  death?  My  Wealth  Transfer  System 
|  work  for  you  as  it  has  for  countless 
jrs.  Under  current  tax  laws,  I  can 
i  you  preserve  enormous  wealth  for 
rself  and  for  generations  to  come. 

JCE  YOUR  ESTATE  TAX  COSTS  UP  TO  90%* 

raver  the  strategies  used  by  some  of 
lerica's  wealthiest  families.  Learn  how 


I 


use  life  insurance  as  a  powerful 

to  leverage  the  earning  power  of 
Sr  IRA,  Keogh  or  pension  money, 

pay  their  estate  taxes  at  incredible 
counts.  My  Wealth  Transfer  System 

already  saved  more  than  S3  billion 
Isavvy  investors,  helping  them  legally 
luce  their  estate  costs  up  to  90%,  pay 


their  taxes  at  as  little  as  ten  cents  on  the 
dollar  and  leave  as  much  as  four  times 
more  money  to  their  heirs  and  favorite 
charities.  And  I  can  do  the  same  for  you. 
I  suggest  doing  what  so  many  major 
financial  planners  recommend;  "Invest 
in  life  insurance!"  It's  so  simple  I  can't 
understand  why  everyone  doesn't  do  it. 


CALL  FOR  MY  FREE  REPORT  AND 
SAVE  A  FORTUNE  ON  YOUR  ESTATE  TAXES 

My  FREE  report,  12  Wealth  Preservation 
Strategies,  outlines  the  simple  steps  you 
can  take  to  legally  avoid  making  mistakes 
that  drastically  reduce  the  value  of  your 
estate. 

THIS  FREE  PHONE  CALL 

COULD  SAVE  YOUR  HEIRS  MILLIONS 

Call  now,  and  ask  for  a  customized 
proposal  tailored  to  your  specific  financial 
situation.  Find  out  how  I  can  save  you  a 
fortune  in  estate  taxes.  The  report  and 
proposal  are  ABSOLUTELY  FREE.  There 
is  no  obligation  to  buy  anything.  Ever! 

ORDER  MY  BOOK,  DIEMCHmMME! 

To  quote  Malcolm  S.  Forbes,  Jr.,  "Barry 

Kaye  once  again  conveys  the  concept 

that  insurance  can 

not  only  preserve 

worth,  but  increase 

it".  My  new  book, 

Die  Rich  And  Tax  Free! 

is  available  in  book 

stores,  or  send  $29.95 

plus  $4.10  for  S&H 

and  sales  tax  where  applicable. 
(MasterCard  and  VISA  accepted) 

CALL  TOLL  FREE 

(800)  932-5841 

WRITE  OR  FAX  TO 

Wealth  Creation  Centers5" 

America's  Foremost  Estate  Tax  Cost  Discount  Specialists 

Barry  Kaye  Associates 

1901  AVE.  OF  THE  STARS'LOS  ANGELES,  CA  90067 
(310)277-9400  FAX  (310)282-0775 


Barry  Kaye,  America's 
foremost  expert  on  estate 
tax  cost  discounts  and 
respected  author, 
appears  at  seminars 
and  on  national  TV, 
sharing  insightful  ideas 
on  how  to  preserve  the 
American  dream. 


•Based  on  current  assumptions     ©1995  Wealth  Creation  Centers"  Barry  Kaye  Associates 


We've  Taken  This  Concern 

Imagine  taking  your  favorite  room  wherever  you  go.  Introducing  the  all-new  interior  in 

Chevy  Suburban  IT.  With  the  comfort  of  an  easy  chair  and  i 
style  befitting  the  most  discriminating  driver,  this  nt 
Suburban  surrounds  you  and  seven  friends  in  lux  > 


i^_ 


id  Put  It  On  Wheels. 

■mr  seats  await  you.  Dual  climate  controls  are  a  fingertip  away.  You'll  find  a  place  for  practi- 
mvery  drink,  a  convenient  work  space,  4-wheel  ABS  and  drivers-side  air   p  JJJMf  S'SSlL1! n 

IKF  A  RflPK 

rith  features  like  these,  the  1995  Chevy  Suburban  LT  is  here  to  stay. 
Trucks  are  the  most  dependable,  longest-lasting  trucks  on  the  road.' 
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PepsiCo's  Calloway:  a  radical  shift 
in  restaurant  investment  strategy? 

43 


Use  the  II 

•  filter  s 

ietorac 


Vladivostok 

By  Paul  Klebnikov 

This  rusting  naval  base  has 

a  glorious  future. 


PepsiCo's  Pizza  Hut  Solution       43 

By  Howard  Rudnitsky 

In  fast  food,  PepsiCo  is  going  to 

start  acting  more  like  McDonald's. 

How  To  Avoid  An  IRS  Audit         92 

By  Laura  Saunders 

Minimizing  your  chances  of  going 

head-to-head  with  an  IRS  auditor. 

Getting  Gremlins  Off 

Your  Hard  Disk  114 

By  David  C.  Churbuck 

Like  an  attic,  a  personal  computer's 

hard  disk  can  quickly  get  cluttered. 

Should  You  Own  A  Flexible 

Bond  Fund?  144 

By  Mary  Beth  Graver 

Callable  junk  bonds  can  build  a  solid 
floor  under  a  bond  portfolio.  Janus 
Flexible  Income's  Ronald  Speaker. 


MANAGEMENT/CORPORATE  STRATEGIES 


DirecTV  42 

By  Nina  Munk 

Peter  C.  makes  a  nice  living  out  of 
supplying  forbidden  goods  in 
Canada — and  we  don't  mean  drugs. 

Burton  Snowboards  45 

By  Randall  Lane 

Jake  Burton  produced  a  product 

that  has  rejuvenated  the  ski  industry. 


De  Beers 

By  Peter  Fuhrman 
The  capital  markets  think  Russia  will 
break  the  De  Beers  diamond  cartel. 
What  does  Harry  Oppenheimer  say? 

"We  Will  Not  Be 

In  A  National  Chain"  50 

By  Marcia  Berss 

Best  Buy  and  Circuit  City  now  rule 
appliance/electronics  retailing.  Some 
of  their  big  suppliers  are  worried. 

Consolidated  Freightways  56 

By  Kate  Bohner  Lewis 
Passed  over  at  Consoliciated 
Freightways,  Donald  Moffitt  went 
sailing.  Then  his  old  boss  called. 

Starting  Your  Own  Business: 
Skyline  Bison  Ranch  64 

By  Robert  La  Franco 

Kim  and  Sue  Fowler  have  this  in 
common  with  Ted  Turner:  They're 
getting  into  raising  buffalo. 

Up  &  Comers: 

Supreme  International  66 

By  Matt  Walsh 

A  young  man  made  mistakes  but 
kept  dreaming,  and  his  lather  kept 
bankrolling  the  dreams.  Also:  Lind- 
say Manufacturing  revisited. 

For  Sale: 

Celtech  International  72 

By  Nancy  Rotenier 

Here's  a  way  to  get  into  the  cellular 

business  for  under  S5  million. 


"We  Have  Shares" 

By  Joshua  Levine 

Not  very  long  ago,  when  a  top  fash 
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ion  model  hit  her  mid- 30s,  her  best  jth  Ban 


hope  was  to  find  a  rich  husband. 
Now  she  can  call  her  agent  and  laum 
a  new  product. 

Recovery 

By  Howard  Banks 

Airlines  are  shaking  up  executive 

suites  and  bringing  in  outsiders. 

Follett  1 

By  Marcia  Berss 

The  Reverend  Charles  Barnes' 

almost  unknown  creation. 

Faces  Behind  The  Figures  1 

Martin  Thrasher,  Campbell  Soup; 
Angela  Dunlap,  MCI; 
John  Halvey,  Milbank,  Tweed, 
Hadlev  &  McClov. 
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The  Funds:  ''Jim 

Musical  Chairs  1  ptyoiir 

By  Jason  Zweig  invitins 

The  market  reacts  too  slowly  to       I  lyourt 

earnings  revisions,  says  John  Bogle  4  Itnge t 


Statistical  Spotlight: 
Power  To  The  Creditors 

By  Eric  S.  Hardy 

Worried  about  higher  interest  rates 

Bonds  noli  can  redeem  early. 
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The  safe  way  to  toss 
out  unwanted  comput- 
er programs. 
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Speaker:  "We  try  to  own 
bonds  that  companies  want 
back— especially  when  they 
have  to  pay  up  to  get  them." 
144 


Charlie  Trotter's:  recipes  that  "push 
the  outer  limits  of  culinary  sanity." 
MM   126 


■reetwalker  160 

l:xander  &  Alexander  Services; 

^uscher  Pierce  Refsnes'  picks;  Am- 
Lth  Bancorporation;  show- me 
Icks;  Carmike  Cinemas;  update. 


IW  &  ISSUES 


Vlodest  (?)  Proposal 

>eter  Brimelow 

the  spirit  of  Jonathan  Swift, 
re's  another  way  of  dealing 
:h  the  peso  crisis. 
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i  Madison  Avenue  110 

loshua  Levine 

lere's  a  malaise  abroad  in  adland, 
t  the  agencies  are  starting  to  do 
nething  about  it. 


OMPUTERS/COMMUNICATIONS 

ITERACTIVE  MEDIA 


idard  Bearers  112 

Jeffrey  Young 

do  you  get  the  whole  world  to 
)pt  your  technology  standard  with- 
jt  inviting  in  a  lot  of  competitors  to 
air  business  away?  That's  the 
Jlenge  for  Adobe  Systems. 


■om  H-Bombs  To  Video 

Lisa  Sanders 
rnoff  Real  Time's  supercomputer 
oved  a  perfect  fit  for  a  market  no 
ie  had  considered. 


CIENCE&  TECHNOLOGY 


120 


PERSONAL  AFFAIRS 


Staying  Healthy: 
Enough  To  Make 
Tour  Blood  Boil  124 

By  Kate  Bonner  Lewis 

Doctors  are  prescribing  billions  of 
dollars'  worth  of  new  drugs  for  hyper- 
tension. The  federal  government 
says  that  older,  cheaper  drugs  should 
do.  Who's  right? 

"A  Very  Solid  Town"  126 

By  Gary  Samuels 

Chicagoans  claim  their  city  now  has 
the  best  restaurants  in  the  country. 
Hometown  chauvinism  aside,  they 
can  make  a  pretty  fair  case. 

Collectors: 

Buying  Into  The  Aristocracy       130 

By  Doris  Athineos 

Portraits  of  defunct  British  aristo- 
crats have  fallen  into  disfavor.  Now 
may  be  the  time  to  buy. 

Careers: 

Whatever  It  Takes  134 

By  Brigid  McMenamin 

Robert  Annunziata  is  a  reminder 
that  there's  still  enormous  opportuni- 
ty for  people  willing  to  work  gaiel- 
ing  hours  and  occasionally  tell  their 
bosses  where  to  get  off. 
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[T^  JLhe  human  brain 

'  can   outsmart  even  the   most 
powerful   supercomputer 
in   a   game   of  chess. 


So  why  let  your  computer  system 
ictate  the  way  you  run  your  business? 

Wouldn't  life  be  grand  if  you  could  run  your  business  without  being  held 

back  by  your  information  system?  At  J.D.  Edwards,  we  design  our  software 

with  the  flexibility  to  evolve  with  your  company,  even  if  your  operations 

are  all  over  the  world.  So  you  can  concentrate  on  business  knowing  your 

information  system  will  be  right  at  your  side.  To  find  out  how  J.D.  Edwards 

software  solutions  can  help  your  company  call  us  today. 


JDEdwards 


Software      For      A      Changing      W  o  r  l  d  u 


World  Headquarters  PHONE:  ^1-303-488-4734  Fax:  +1-303-488-4880 
Japan  PHONE:  +813-3265-7141  Fax:  +813-3265-7145      Singapore  PHONE:  +65-227-3391  Fax:  +65-227-3212 

©1 W I  D  Bdwardi  fc  Company 
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Macintosh  Compatibility 


Fhe  benefit  of  technolog}^ 

is  not  technology. 

i't  care  about  hunks  of  hardware. 


or  which  plug  goes  where. 
Computers  should  work  together. 


That's  the  price  of  entry. 


When  computers  work  together. 


people  work  together. 


nformation  doesn't  circle  around 


error  commands; 


It's  not  just  about  what  the 


[It's  about  what  the  people  can  do. 


Macintosh:  the  computer  that  fits  in.  Apple  Macintosh  com- 
puters are  now  more  compatible  than  ever  with  virtually 
any  computing  environment.  In  fact,  the  Power  Macintosh" 
6100/66  DOS  Compatible  has  both  a  PowerPC  "chip  and  a  486 
DX2/66  chip  inside.  With  one  touch  of  a  key.  you  can  switch 
from  the  Mac"  OS  to  Windows -or  DOS -and  back  again. 
Every  Macintosh  comes  with  sophisticated  networking  capa- 
bilities built  in,  making  it  easy  to  add  to  an  existing  network, 
whether  it  consists  of  PCs  running  DOS,  Windows  or  OS/2,  or 
even  UNIX  workstations.  And  every  Power  Macintosh  can  run 
DOS  and  Windows  software  with  the  aid  of  a  program  called 
SoftWindows."*'  So  you  never  have  to  worry  about  sacrificing 
your  software  investment. 

Macintosh:  the  computer  that  stands  out.  At  the  heart  of 
Power  Mac"  beats  the  revolutionary  RISC-based  PowerPC 
microprocessor.  It's  so  fast,  in  fact,  that  popular  business  and 
graphics  applications  optimized  for  PowerPC  run  two  to 
eight  times  faster  than  they  ran  on  any  previous  Macintosh. 
Providing  the  horsepower  needed  to  do  real-time  videocon- 
ferencing, sophisticated  multimedia  and  other  emerging 
technologies.  The  kind  of  horsepower  that  moved  PC  Week  to 
recently  write/The  speed  of  the  PowerPC  processor,  coupled 
with  Windows  compatibility,  is  a  compelling  reason  for  some 
customers  to  move  from  a  PC  to  a  Macintosh  platform'.'** 

Macintosh:  the  computer  with  the  competitive  edge.  In  a 

study  by  Arthur  D.  Little,  Macintosh  users  completed  a  set  of 
business  computing  tasks  in  44%  less  time  than  a  comparable 
group  of  PC  users  running  Windows  took  to  do  the  same  tasks: 
So  companies  adopting  Power  Macintosh  computers  for  real 
benefits  today  will  also  find  they  have  a  competitive  edge 
tomorrow,  translated  into  lower  training  and  support  costs  as 
well  as  the  ability  to  do  jobs  in-house  that  were  once  farmed 
out.  Since  Apple  has  always  been  a  leader  in  the  development 
of  sound,  graphics,  animation  and  video,  advanced  technolo- 
gies such  as  multimedia  and  3-D  graphics  are  easier  to  do  on 
a  Mac.  And  since  we're  committed  to  compatibility  with  multi- 
ple computing  environments,  the  benefits  of  Macintosh  can 
extend  throughout  any  company. 

Talk  to  your  information  systems  people.  Ask  them  how 
Macintosh  can  fit  into  your  network.  Or  feel  free  to  contact 
us  via  the  Internet  at  http://www.inlo.apple.com.  We'd  like  to 
show  you  how  Apple  computers  are  working  for  other  compa- 
nies, because  we  can't  imagine  a  better  way  to  demonstrate 
the  power  of  Macintosh. The  power  that  fits  in  and  stands  out. 
The  power  to  be  your  best. 


Apple 
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A  boomtown's  second  coming 

"All  around  there's  the  din  of 
THE  PORT — the  hoots  and  whistles  of 
ships,  trains  rumbling  by,  the  screech 
of  machinery,  workers  cursing.  I  am 
reminded  of  those  pictures  of  New 
York,  San  Francisco  or  Liverpool  a 
hundred  years  ago." 

That's  how  Paul  Klebnikov  de- 
scribes the  Russian  Far  East's  largest 
city,  Vladivostok.  Established  by  the 
czars  as  a  free  port,  Vladivostok  was  a 
boomtown  until  the  Bolsheviks  made- 
it  into  a  closed  city;  it  remained  closed 
until  1992.  Now  it's  beginning  to 
boom  again  as  foreign  capital — main- 
ly from  the  Koreans  and  Japanese  but 
also  from  some  intrepid  Americans — 
flows  in  to  take  advantage  of  Vladi- 
vostok's location,  and  the  Russian  Far 
East's  natural  resource  wealth  and 
touristic  potential. 

Aid  its  people:  Russia's  Far  East  is  inhabited  mostly  by  immigrants 
from  other  parts  of  Russia,  entrepreneurial  types  who  tied  oppression 
west  of  the  Urals.  "They're  less  rude  and  grasping  than  Muscovites,  less 
snooty  than  those  of  St.  Petersburg,"  savs  Klebnikov,  who  concludes 
"No  place  in  Russia  is  more  destined  for  prosperity  than  Vladivostok.' 
To  see  why,  read  "Russia-on-the- Pacific,"  starting  on  page  85. 


Part  of  Eastern 
Siberia's  charm. 
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New  business  celebrities:  fashion  models 


JUST  WHEN  YOU  THOUGHT  no  one  could  rival  the  earning  power  of 
entertainers  and  professional  athletes,  a  new  category  of  wealthy 
celebrities  pops  up:  fashion  models.  Reporting  the  story  took  Josh' 
Levine  to  Miami  Beach's  South  Beach  neighborhood.  "Models  now 
run  the  joint — about  a  quarter  of  South  Beach's  residents  make  their  J( 
living  off  modeling  in  some  way,"  says  Levine.  "Tourists  flock  there 
to  ogle  the  models,  the  bars  lure  the  tourists  and  before  you  know  it. 
the  modeling  industry  is  pumping  $40  million  a  year  into  the  mile- 
square  local  economy."  Why  are  top  models  now  outearning  many 
movie  stars  and  athletes  (and,  of  course,  corporate  executives)?  "We- 
have  shares,"  written  by  Levine,  with  Robert  La  Franco  and  David 
Fondiller,  starts  on  page  75. 

Canada's  quiet  revolution 

In  "Culture  cops,"  Nina  Munk  shows  how  Canadians  are  getting 
American  TV  programs  they  aren't  supposed  to  watch.  It's  part  of  a 
trend,  says  Munk,  a  Canadian:  "Each  time  I  go  home  I  notice  among 
my  friends  a  growing  anger  toward  endless  interfering  by  Ottawa. 
People  smuggle  U.S.  cigarettes  to  get  around  Canada's  heavy- 
tobacco  taxes.  The  market  for  smuggled  alcohol  has  exploded.  Now- 
comes  the  gray  market  for  Directv.  Will  this  quiet  revolt  send  a 
message  to  Canada's  paternalistic  government?  We  younger  Canadi- 
ans  are  keeping  our  fingers  crossed."  See  page  42. 
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Selecting  Mutual  Funds  For 
Your  IRA  Just  Got  Easier. 


Announcing  Free  FundMap™  Software- 
Only  From  Charles  Schwab. 


deciding  where 

>J  to  have  your 

A  can  be  difficult, 

t  deciding  which 

itual  funds  to  put  in 

ur  IRA  can  be  downright 

erwhelming,  even  for  expe- 

nced  investors.  After  all,  you  have  thousands  of  funds 

choose  from.  That's  where  Schwab  can  really  help  you 

is  IRA  season. 

Get  FundMap™  Mutual  Fund  Selection 
Software  for  Windows?  Free. 

When  you  bring  $10,000  or  more  to  a  Schwab  No- 
Annual-Fee  IRA  or 
any  other  Schwab 
account,  you'll  also 
receive  our  exclusive 
FundMap  Mutual 
Fund  Selection 
Software  for  Windows® 
Free.  FundMap  helps 
you  calculate  your 


Free 

For  A  Limited 
Time. 


Our  free 
FundMap  software 
for  Windows®  is  only 
available  to  Schwab  customers  who 
bring  over  $10,000  between  January  1  and 
April  30,  1995.  Call  1-800-464-6093  ext.  37C. 


Your  Selected  Portfolio 


retirement  savings  and  allocate 
your  assets.  Then  FundMap 
helps  you  choose  from  a  select 
list  of  funds  chosen  from  a 
variety  of  well-known  fund 
families.  It's  a  $25  value  that 
can  be  yours  free. 
Bring  Your  IRA  or  Rollover  to  Schwab. 
Transfer  your  IRA 

or  your  rollover 

distribution  into  a 

Schwab  No-Annual- 
Fee  IRA*  It's  free  for 

life  with  an  account 

balance  of  $10,000 

or  more.  For  more 

details  just  stop  by 

one  of  our  more 

than  200  Schwab 

offices  or 
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FundMap  Worksheet 

Fund 

Allocation 

$ 

% 

INVESCO  FUNDS 

10,500 

30.0  •- 

Twentieth  Century 

7,000 

20.0 

Neuberger  &  Berman 

7,000 

20.0 

Strong  Funds 

5,500 

15.7 

Berger  Funds 

5,000 

14.3  | 

Total  Allocation 

Choose  from  many  well-known  fund  families. 


Call:  1-800-464-6093  ext.  37C 


Create  your  own  diversified  portfolio. 


Charles  Schwab 

Helping  Investors  Help  Themselves5 


free  prospectus  containing  more  complete  information  including  management  fees  and  other  expenses  for  any  fund  is  available  through  Schwab. 
;ase  review  the  prospectus  carefully  before  investing. 

ssets  must  reach  $10,000  by  9/15/95.  Set-up  and  maintenance  fees  for  certain  assets  such  as  limned  partnerships  and  promissory  notes  still  apply  Graphs 
illustrative  purposes  only  Please  allow  two  weeks  for  delivery.  Valid  only  in  the  United  States.  Limit  one  response  per  customer.  Windows*  is  a  registered 
demark  of  Microsoft  Corporation.  ©1995  Charles  Schwab  &r  Co.,  Inc.  Member  SIPC/NYSE.  All  rights  reserved.(l/95) 


PRIME  SEATS  ARE  STILL  AVAILABL1 

FOR  THE  SPORTING  EVENT 

OFTHEYEAR. 


^ 


■'Based  on  MSRP  comparison  of  base 
Taurus  vs.  the  leading  sellers  in  its  class 
**3  vears/36.0(K)  miles.  See  dealer  lor  details. 
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INTRODUCING 

THE  NEW  FORD 

TAURUS  SE 

It's  the  Taurus  with  a  decidedly  sporty 
edge.  Taurus  SE's  cast  aluminum  wheels, 
new  clear  lens  headlamps  and  available 
spoiler  make  a  serious  statement  of  style. 
Inside,  the  SE  has  a  long  list  of  driver- 
friendly  touches.  Even  air  conditioning 
comes  standard.  And,  of  course,  Taurus  SE 
also  gives  you  the  added  safety  of  standard 
dual  air  bags  to  supplement  safety  belts 
for  the  front  passenger  as  well  as  the 
driver,  and  available  anti-lock  brakes. 

But  the  SE's  news  doesn't  end  there. 
There's  a  refined  powertrain  that  delivers 
an  especially  smooth  performance  from 
the  computer-controlled  V-6  engine. 
And  when  it  comes  to  value,  Taurus 
performs  equally  as  well,  as  a  better 
value  than  its  leading  competition! 

FORD'S  ROADSIDE  ASSISTANCE:* 

Help  is  only  a  toll-free  call  away  if  you 
should  have  a  flat  tire,  get  locked  out 
or  simply  run  out  of  gas. 

The  new  Taurus  SE.  Sit  back,  relax  and 
enjoy  the  sporting  event  of  the  season. 

FORD  TAURUS 

AMERICAS  BEST-SELLING  CAR. 

AGAIN. 
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Thinking  pink 

"WE  had  BECOME  fairly  stagnant. 
Wc  had  $3  billion  in  sales  and 
couldn't  get  off  that  plateau."  So 
Owens-Corning  Fiberglas  Chief  Ex- 
ecutive Glen  Hiner  told  Forbes  two 
years  ago  (Jan.  4,  1993). 

At  the  time,  weak  sales  growth 
was  only  one  of  the  Toledo,  Ohio- 
based  firm's  problems.  It  had  also 
piled  on  debt  fighting  off  a  hostile 
takeover  by  Sanford  Sigoloffs 
Wickes  Cos.  and  faced  billions  in  as- 
bestos liabilities. 

Those  problems  certainly  haven't 
vanished,  but  as  we  anticipated,  Gen- 
eral Electric  graduate  Hiner,  60,  has 
come  a  long  way  in  restoring  Owens- 
Corning's  financial  health  since  ar- 
riving in  1992. 

Fourth-quarter  profits  last  year 
rose  30%  from  the  year-earlier  period, 
marking  three  straight  years  of 
quarterly  gains.  Sales  in  1994  rose 
14%,  to  $3.4  billion,  and  earnings 
rose  35%,  to  $3.35  per  share. 

That  puts  Owens- Corning  on 
track  toward  Hiner's  goal  of  creating 
a  $5  billion  (sales)  company  bv  the 
year  2000. 

What's  more,  growth  is  balanced 
between  international  expansion,  in- 
cluding ventures  in  places  like  Chi- 

A  votre  bonne  sante 

In  August,  Forbes  columnists 
Steve  Hanke  and  Sir  Alan  Walters 
warned  that  France  wasn't  a  sound 
place  to  put  your  money  (Aug.  15, 
1994).  Why?  A  deflationary  course 
would  keep  the  French  real  estate 
market  in  a  slump  and  ravage  the 
balance  sheets  of  the  banks.  More- 
over, they  predicted  that  blossom- 
ing scandals  and  corruption  charges 
would  take  center  stage  as  this 
May's  presidential  election  neared. 
Predictably,  the  French  weren't 
pleased  with  the  assessment.  Yet  since 
that  column  ran,  few  fundamentals 


Owens-Coming's  Glen  Hiner 
$5  billion  by  the  year  2000? 


na  and  Botswana,  and  introduction  ( 
products  like  Miraflex,  a  compress 
ible  fiberglass  used  in  insulation,  anc 
Aura  Superinsulation  panels,  for  re- 
taining cold  or  heat  in  refrigerators 
and  stoves. 

So  why  does  Owens-Corning's 
stock  price  ( a  recent  3 1 )  remain  belo 
its  level  at  the  time  of  our  story? 
Simple  misperception,  argues  Hiner 
"The  environment  for  us  and  asbes- 
tos [liabilities]  has  improved,  and 
onlv  20%  of  our  revenues  are  now 
driven  by  the  cyclical  U.S.  new  hou: 
ing  market." 


have  changed.  Unemployment,  stuc 
at  about  12.5%,  is  among  the  high- 
est in  Europe.  The  franc  is  in  a  tailspii 
hitting  a  16- month  low  against  the 
deutsche  mark,  despite  one  of  Eu- 
rope's lowest  inflation  rates — 1.7%. 
Banks  continue  to  suffer.  Aside  fror 
the  well-known  government  bail- 
out of  Credit  Lyonnais,  Compagnie 
de  Suez  has  just  announced  a  loss  o 
$925  million. 

And,  yes,  political  scandals  are 
daily  front-page  items,  with  presidei 
tial  candidate  Edouard  Balladur  no  ■ 
longer  being  spared.  One  of  the  mo: 
colorful  stories  involves  secret,  ille- 
gal wiretapping  by  the  Balladur  gov 
eminent  of  a  French  "sexologist" 
who  is  related  to  a  judge  investi 
gating  another  corruption 
scandal.  If  you're  still  not  con- 
vinced of  the  economic  and  po 
litical  turmoil,  there's  like 
more  on  the  way. 

-Philippe  Ma 
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POLO     RALPH     LAUREN 


For  starters, 

it  replaces  all  those 

crumpled  napkins 

in  your  pocket. 
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Radio  Shack's  EC-361  is  the  easy  way 
to  keep  information  at  hand. 

•  Stores  1,000  names  with  addresses, 
phone/fax  numbers  and  notes 

>  Keeps  appointments  and  sounds 
reminder  alarms 

•  Compiles  expenses 

•  Displays  world  time  and 
calendar 

Even  transfers  data  to  your 
PC  or  another  EC-361  with 
available  interfaces 

To  order,  or  for  the  location  of 
a  store  near  you,  call: 

l-800-THE-SHACKSM 


$119 


99 


#65-869DE 


Radio  /haek 

You've  got  questions.   We've  got  answers.5* 


Prices  apply  at  participating  Radio  Snack  stores  and  dealers  Items  not  available  m  your  participating  store  can  be  special-ordered  (subject  to  availability)  at  the  adver- 
tised price  A  participating  store  will  otter  a  comparable  value  il  the  product  is  sold  out.  Independent  Radio  Shack  dealers  and  franchisees  may  not  be  participating  in 
this  ad  or  stock  or  special-order  every  item  advertised  Copies  ot  applicable  warranties  are  available  upon  request  at  stores  lor  inspection  before  sale  or  by  writing: 
Customer  Relations.  1400  One  Tandy  Center,  Fort  Worth,  TX  76102 


STEAL 
CCTV 

NIGHT  AND  DAY  VIDEO  SURVEILLANCE 

Protect  your  business  and  your  privacy  with  a  discreet  Video  Surveillance 
System.  Install  covert  TV-cameras  on  your  premises  to  help  identify  and 
convict  criminals.  We  have  a  large  selection  of  disguised  TV-Cameras  in 
stock,  and  use  the  smallest  high  resolution  TV-cameras  and  the  finest 
accessories  to  help  you  get  the  evidence  you  need.  All  our  low-light 
cameras  employ  a  1/2"  Sony  CCD  chip  with  300.000  pixels,  500  (H) 
lines  of  resolution,  5mm  auto-iris  lens,  0.015  lux  low-light  sensitivity, 
and  are  perfect  for  all  no-light  infrared  applications.  Our  40  day 
(960  hours)  Time-  Lapse  Recorder  provides  you  with  visual  proof 
on  video-tape.  Stop  your  profits  from  walking  out  the  door. 
Visit  our  showroom  or  write  or  call  for  a  free  catalog  today. 
•Micro  TV-Cameras*Wall  Clock  TV-CamerasitWall-MirrorTV- 
Cameras*framed  Picture  TV-Cameras*Smoke  Detector  TV- 
Cameras*Weatherproof  TV-Cameras  *No  Light  Infrared  TV  CameTas 
*PIR  Movement  Detector TV-Cameras*lnfrared  llluminators*Quad  Compressors*Multiplexers 
•960  hour  Time  Lapse  Recorders*Color  TV-Cameras*Camera  Switchers*Monitors*Pan-Tilts 

*Phone-Line  Video  Transmission  and  Reception  Systems 

ASIAN  WORLD  CCTV  CORP. 

Suite  401,  60  East  42nd  Street,  New  York,  N.Y. 
Tel.  (2121-983-1820  Fax  (2121-983-1654 


•Domes 


10165 


800-396-CCTV 


Dead  on  arrival 

hci  (Scotland),  Ltd.,  a  startup, 
260-bed  hospital  near  Glasgow, 
looked  to  Forbks  last  year  like  a 
smart  way  to  lure  well-heeled  foreig 
patients  from  overpriced,  overregu- 
lated  U.S.  rivals  (May  23,  1994). 
Founded  by  two  former  Harvard 
Medical  School  professors,  HCI  serv< 
patients  from  such  places  as  Italy 
and  the  Middle  East  with  procedure 
like  coronary  bypass  surgery  and  hir 
replacements  at  discount  prices. 

HCI  looked  so  promising  that  sav 
vy  investors  including  Montgomery 
Medical  Ventures  and  Harvard 
Management  Co.  (which  manages 
the  university's  endowment) 
pitched  in  $53  million  of  a  total  $2£ 
million.  Then  in  November,  just 
five  months  after  opening,  hci  wen' 
into  receivership. 

What  went  wrong?  First,  hci  suf- 


HCI's  founders,  Angelo  Eraklis  and 

Raphael  Levey 

A  good  idea  gone  bad. 


fered  an  acute  patient  shortage.  Als 
according  to  former  hci  officials,  ir 
August  Coopers  &  Lybrand  issued 
bearish  report  that  scared  off  financ 
ing  needed  for  marketing.  HCI  com 
plained,  thereby  causing  the  firm  tc 
revise  its  numbers.  But  by  then  it  \v 
too  late.  A  London  spokesman  for 
Coopers,  &  Lybrand  now  says  HCl'i 
marketing  was  faulty  from  the 
get-go. 

Major  investors  declined  com- 
ment but  must  not  feel  very  well 
themselves.  Last  month  hci  receiv- 
ers sold  its  business  for  $30  million 
the  Abu  Dhabi  Investment  Co.  If  t 
mid- 1996  the  venture  still  doesn't 
show  commercial  promise,  Abu 
Dhabi  may  pull  the  plug,  too. 

-Esther  Wachs  Book  I 
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The  richest  investment  opportunity  of  the  1990s... 

SILVER  BONANZA! 

HOW  TO  PROFIT  FROM  THE  COMING  BULL  MARKET  IN  SILVER 

by  James  U.  Blanchard  III 


There  is  one 
investment 
opportunity 
today  like  none  other 
in  recent  memory. 

It  is  SILVER:  one  of  the 
most  useful  and  desirable 
commodities  known  to 
man. ..and  a  precious 
metal  caught  in  a  classic 
squeeze  between  insuffi- 
cient supply  and  rapidly- 
growing  demand. 

Silver  is  virtually  irreplaceable 
in  thousands  of  applications, 
and  an  average  of  200  new 
technological  uses  are  devel- 
oped each  year.  The  latest 
advances  in  photography  alone 
promise  to  increase  world  sil- 
ver demand  significantly. 

As  a  result,  the  gap  between 
silver  supplies  and  demand  has 
grown  ever  larger  in  recent 
years — which  is  especially 
important  because  silver  is 
known  for  soaring  as  much  as 


"[Silver]  is  on  the  bargain 

counter. . . .  Silver  is  now 

only  about  $5  an 

ounce. . .  way  below  the 

cost  of  production. 

— Sir  John  Templeton. 
founder.  Templeton  Funds 

"  'Silver  Bonanza ' is  a 

unique  combination  of 

scholarship,  clear  writing, 

and  valuable  investment 

information.  Nobody 

knows  more  about  the 

investment  and  monetary 

history  of  silver,  and  it's 

all  in  this  book." 

—  Robert  R.  Prechter,  Jr. 

editor.  The  Elliott  Wave  Theorist 

"All  serious  investors  look- 
ing to  the  21st  century  must 
understand  silver.  'Silver 
Bonanza '  is  the  best  place 
to  start." 
— Jim  Rogers, 
cofounder.  The  Quantum  Fund 


39  limes  over  in  price  when 
such  a  rare  situation  occurs. 

Your  Guide  To 

Glittering 

Profits 


Now  you  can  learn  how 
to  profit  from  one  of  the 
most  powerful  invest- 
ment trends  in  decades. 
From  Simon  &  Schuster 

comes  "Silver 

BONANZA:  How 
to  Profit  from  the 
Coming  Bull  Market 
in  Silver."  hailed  as 
the  most  comprehen- 
sive guide  ever  writ- 
ten on  how  to  cap- 
ture rich  returns 
from  silver. 


In  "Silver 
Bonanza," 
America's  most 
respected  precious 
metals  authority — James 
U.  Blanchard  III— clearly 
explains  everything  you  need 
to  know  to  profitably  invest  in 
silver.  You'll  discover... 

•3,800%  PROFITS  from 
silver!  Prices  rocketed  tens  of 
times  over  in  the  last  silver  sup- 
ply squeeze.  You'll  learn  about 
the  powerful,  unstoppable  mar- 
ket forces  that  could  soon  do  it 
again,  pushing 
prices  from  under  $5.00  to 
$30.00. ..and perhaps  as  high 
as  $85.00  (Page  230) 

•  How  to  take  advantage  of  the 
new  PHOTOGRAPHY 
BOOM — why  advances  in  elec- 
tronic imaging  will  not  decrease 
silver  use.  but  actually  increase 
demand  dramatically  for  years  to 
come.  (Page  30) 

•20-TO-1    PROFIT 
POTENTIAL  in  silver  min- 
ing stocks.  Discover  specific 
picks  with  the  potential  to 
multiply  your  investment. 
(Page  184) 

•  How  to  DOUBLE  YOUR 
SILVER  PROFITS  with  no 
extra  risk.  (Page  121) 
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•Exploding  SILVER 
DEMAND  IN  ASIA  ...why 

it  could  virtually  guarantee  far 
higher  silver  prices.  (Page  62) 

•  How  to  buy  silver  from 
COMMODITY  EXCHANGES 
— the  cheapest  method  of  all. 
(Page  159) 

•  Silver  ARBITRAGE  strate- 
gies that  allow  you  to  build  your 
silver  holdings  without  spending 
an  extra  cent. 

(Page  113) 


How  to  buy 

SILVER  FOR 
THREE 
CENTS  ON 
THE  DOLLAR. 
Surprise — it 
really  works! 
(Page  160) 

•  Silver  at 

$85?  Learn  why 
an  800-year-old 
indicator  is  pointing 
toward  much  higher 
silver  prices  right 
now.  (Page  80) 

PLUS:  When  you 
should  buy  silver.... 
How  to  use  futures  and 
options. ...Bullish  implica- 
tions of  exciting  new 
technologies.. .and  much, 
much  more. 


In  short,  you'll  get  every- 
thing you  need  to  reap  rich 
profits  in  the  powerful  new 
silver  bull  market.. .all  in  one 
easy-to-use  guide. 


"Silver 
Bonanaza"... 
Available  at 
Bookstores 
Everywhere 


SIMON     1    SCHl'STER 


Gold***** 


FREE   SILVER!  To  get  updates  on  the  latest 
developments  in  silver,  call  for  a  sample  issue  of  James 
Blanchard's  Gold Newsletter  for Just  $9.95.  (Regularly 
SI 5.)  Send  your  check  made  payable  to  Gold 
Newsletter. ..at  call  the  number  below  for  credit  card 
orders...and  get  a  gleaming,  American  Eagle  one- 
ounce  silver  bullion  coin  at  no  extra  charge. 


Name 

Address 
City 


^e.Zip FREE,, 

Phone  ( ) ff* 

issue  of  Gold 

CALL  NOW  TOLL-FREE  1-800-818-3232 

or  write  Gold  Newsletter  •  2400  Jefferson  Hwy..  Suite  600  •  Jefferson.  LA  70 1 2 1 


sample 


I 


ASK  FOR  OFFER  #FOR39 


INhUKMtK 


EDITED  DY  THOMAS  JAFFE 


Shangri- 
Leeson 


Getaway 
tips 

If  you  ever  find  yourself 
on  the  lam  from  the  law, 
says  Andrew  Harper, 
publisher  of  Andrew  Har- 
per's Hideaway  Report 
(Forbes,  Sept.  26,  1994), 
don't  do  what  Nicholas 
Leeson,  the  man  who 
brought  down  Barings, 
did.  Leeson  fled  to  the 
Shangri-La  Tanjung  Aru 
Resort  on  the  island  of  Bor- 
neo, where  suites  go  for 
as  high  as  $600  a  day.  mp 

"Only  a  pompous  twit 
would  secrete  himself  in  a  500-room 
chain  hotel  where  his  mug  pops  up 
on  CNN!"  says  Harper. 

Harper's  advice  to  white-collar 
fugitives:  "In  Southeast  Asia,  go  to  a 
small,  obscure  nirvana  like  the  In- 
donesian wilderness  retreat  of  Aman- 
wana  on  Moyo  Island.  No  phones, 


Olajuwater 

Pro  basketball  sensation  Sha- 
quille  O'Neal  shills  for  Pepsi.  Former 
NBA  great  Michael  Jordan  is  Gator- 
ade's  spokesman.  Now  the  league's 
1994  MVP,  Houston  Rockets  center 
Hakeem  (The  Dream)  Olajuwon  has 
become  chairman  of  year-old  World 
Class  Waters,  of  which  he  owns  half. 

World  Class'  Pure  Texas  bottled 
water  just  hit  supermarket  shelves  in 
Houston.  The  firm  also  bottles  pri- 
vate-label water  and  is  selling  Hakeem 
Olajuwon  H2O  at  Houston's  Sum- 
mit arena,  home  to  the  NBA  champion 
Rockets.  Giant  food  distributor 
Sysco  may  take  the  brand  national. 

Olajuwon  should  have  no  trouble 
promoting  his  product.  "All  I  drink  is 
water,"  says  he.  Over  a  gallon  a  day. 
-James  Ketelsen 

Plenty  of  pickup 

At  the  Indianapolis  Motor  Speed- 
way, fans  will  see  something  new  on 
the  track  this  summer,  come  race 
time:  a  pickup  truck.  On  Aug.  5  a 
customized  Chevrolet  C/K  short- 
box  pickup  truck  will  pace  the  second 
Brickyard  400  Nascar  Winston  Cup 
stock-car  race. 
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La  Tanjung  Aru  Resort 

's  hideout  was  anything  but  remote. 


TV,  radio  or  newspapers,  and  access  is 
strictly  by  boat." 

Or. 

"Hire  an  outfitter  in  Tanzania  for 
a  long,  private,  deluxe  tented  safari 
into  the  bush.  Grow  a  beard,  mel- 
low out,  then  catch  a  freighter  from 
Dar  es  Salaam  to  the  Seychelles." 


Explains  Chevrolet  boss  Jim  Per- 
kins: "Race  fans,  and  especially  Nas- 
car fans,  really  love  trucks."  Do  they 
ever.  Nascar  estimates  about  half  of  all 
stock-car  fans  own  pickups.  With 
that  in  mind,  this  year  it  inaugurated  a 
20-event  SuperTruck  Series  by 
Craftsman  for  custom-built  racing 
trucks.  It  kicked  off  with  a  race  in 
Phoenix  in  February  that  drew 
40,000  fans  and  was 
watched  on  The  Nashville 
Network  (tnn)  by  1.7 
million  viewers. 

-R.  Lee  Sullivan 

A  riff  and 
a  rating 

Mindful  that  Aero- 
smith's  popularity  with  the 
preteen  set  has  made  the 
rock  band  a  top-grossing 
act,  last  year  Fox  Chil- 
dren's Network  and  Marvel 
Entertainment  hired  Aer- 
osmith  guitarist  Joe  Perry 
to  write  the  theme  song 

Aerosmith's  Joe  Perry 
His  gig  for  Spider-Man 
has  paid  off. 


for  the  Spider-Man  cartoon  series 
The  new  Saturday  morning  se- 
ries, which  premiered  last  month  on 
Fox,  spun  webs  around  the  compe 
tition  in  the  February  ratings  sweeps 
Spider-Man  beat  out  popular  car- 
toons like  X-Men  and  Mighty  Mor 
phin  Power  Rangers  to  take  top 
honors  among  shows  for  an  audienc 
aged  2  to  17. 

"It  was  a  natural  marketing  fit,"  ; 
Fox  executive  says  of  the  cartoon/ 
rock  tie-up.       -Robert  La  Franc 

This  is  indigence? 

As  boss  of  North  Palm  Beach,  Fla.- 
based,  $1.5  billion  (assets)  First 
American  Bank  &  Trust,  Roy 
Talmo  took  home  as  much  as 
$900,000  a  year  during  the  1980s, 
owned  a  Rolls-Royce,  land  in  Tenno 
see  plus  a  Florida  tree  farm. 

In  1989  regulators  shut  First 
American,  which  was  reeling  from 
bad  real  estate  loans,  and  Talmo 
filed  for  personal  bankruptcy  protec 
tionin  1993. 

Last  fall  the  feds  filed  a  12 -count 
indictment  against  Talmo  for  allege 
misuse  of  bank  funds  and  filing  false 
statements  on  bank  records  and  loai 
applications.  Separately,  a  bank- 
ruptcy court  ordered  his  assets  to  be 
liquidated.  Talmo  pled  indigence 
and  got  a  court-appointed  lawyer.  R 
cently  he  asked  for  a  court-appoint 
ed  investigator,  too.  Trou 
ble  is,  just  before  that  he 
asked  the  bankru 
cy  court  to  cancel 
g&£      an  auction  of  his 
personal  belong- 
ings. Talmo  said  h 
would  buy  back 
his  personal  assets,  Rolls- 
Royce  included,  for 
$53,000.  Meanwhile,  his 
brother  bid  $560,000  at 
auction  for  Talmo's  Ten- 
nessee land. 

Kendall  Coffey,  the 
U.S.  Attorney  whose  offic 
is  prosecuting  Talmo,  is 
understandably  miffed,  '■ 
most  striking  incongru- 
ence," says  Coffey.  "Tain 
driving  his  Rolls-Royce 
while  obtaining  govern- 
ment-financed investiga- 
tive aid. "-Matt  Walsh  1 
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time,  t 


mean; 


e  baby  is  two  months  away. 
The  mother,  250  miles. 


It's  called  "telemedicine."  Using  Ameritech's  metropolitan  hospital,  it  also  saves  the  health  care 
technology,  the  ultrasound  image  from  an  expect-  system  thousands  in  travel  costs.  And  because  the 
ing  mother  in  a  rural  area  can  be  studied,  in  real  image  can  be  sent  in  minutes  instead  of  days,  it  means 
time,  by  a  specialist  in  a  large  city.  ^A-^v^TCr-i + s±r+ly        better  care  for  both  mother  and  baby. 

Not  only  does  such  a  capability        QilllvlllVvll  por  more  information  on 

mean  a  mother  in  a  small  town  can         Yqur  Linkto  Better        Ameritech's  capabilities,  please  feel 
receive  the  care  of  a  specialist  in  a  Communication  free  to  call  1-800-719-5822,  ext.  302. 


Visit  our  site  on  the  Internet:  www.ameritech.con 


the     58th     unwritten     law     of     driving 


THE    ROAD    I  S    PAVED 

WITH   IDIOTS., 


Like  most  4wd 
1.is.  dual  air  bags 
Ime  standard 


HIGH  GROUND 

CLEARANCE   FOR  A  BETTER 

OVERALL  VIEW 


THE  ONLY  4WD  WITH 
STANDARD  4-WHEEL  VENTI- 
LATED DISC  ABS  BRAKES 


IMPACT  ABSORBING 

STRUCTURE  DESIGNED  TO 

PROTECT  THE  CABIN 


HEAD  LAMT  WIPERS. 
CLEARLY  A  BENEFIT, 
ESPECIALLY  IN  MUD. 


® 


ley're  out  there,  those  runners  of  stop  signs,  those  no-signal  lane  changers.  And  while 
I;  can  do  little  to  stop  them,  we've  gone  to  great  lengths  to  make  them  less  of  a  threat. 
lesenting  the  new  Trooper  Limited.  For  more  information  please  call  (800)  726-2700.      Practically  /Amazing 


READERS  SAY 


NEA  aftermath,  revisited 

Sir:  Rc  "Comeuppance"  (Feb.  13).  I 
resent  your  double-barreled  attack  on 
NEA.  South  Dakota,  where  I  live,  is  a 
right-to-work  state  and  yet  most  of 
our  teachers  choose  to  belong;  they 
certainly  aren't  forced  to  belong.  And 
even  though  Forbes  purports  that 
NEA  is  top  down,  all  resolutions  are 
submitted  by  state  delegations  (made 
up  of  teachers)  and  are  voted  on  by 
the  10,000  delegates  who  are  teachers 
and  education  employees  from  all 
over  this  country. 
-Carol  Murthy 
President 

Rapid  City  Education  Association 
Rapid  City,  S.D. 

Sir:  I  now  belong  to  NEA,  against  my 
will,  and  have  belonged  to  several 
API. -cio  supported  unions.  Those 
unions  never  participated  in  the  ques- 
tionable policies  that  NEA  is  famous 
for.  Please  do  not  take  it  for  granted 
that  the  general  labor  movement 
endorses  the  actions  of  one  outlaw 
organization. 
-Jeff  Moulton 
Rochester,  N.T. 

Sir:  Having  served  as  a  school  board 
trustee  for  six  years  in  a  small  commu- 
nity, I  dealt  with  NEA's  antics  on  an 
almost  weekly  basis.  If  union  mem- 
bers spent  the  time  they  now  spend 
trying  to  destroy  administrators  and 
school  boards  and  invested  that  time 
in  trying  to  make  the  school  system 
better,  the  United  States  would  have 
the  "best"  schools  and  "best"  teach- 
ers in  the  world.  NEA  deceives  its  own 
members,  parents,  community  mem- 
bers and  school  boards  but  whines 
and  cries  "foul"  when  caught  at  its 
own  game. 

-Norma  J.  Cleveland 
Laurel,  Mont. 


What  a  crime 

Sir:  Re  "The  tragedy  of  Bosnia" 
(Jan.  30).  It  is  rather  sad  that  Caspar 
Weinberger  concluded  with  "what 
should  have  been  done"  rather  than 
what  can  still  be  done.  In  spite  of  the 
world's  indifference  to  the  atrocities 
perpetrated  against  their  women, 
children  and  old  folks,  the  legitimate 
government  and  people  of  Bosnia 
have  courageously  held  on  to  their 


freedom.  The  least  we  can  do  as  the 
leader  of  the  free  world  is  to  lift  the 
arms  embargo  unilaterally  and  to  pro- 
vide military  aid,  so  that  they  can  fight 
the  aggressors  on  an  equal  footing. 
-ISMAT  KAMA!. 
Irvine,  Calif. 

Sir:  I  have  lost  18  relatives  who  were 
brutally  victimized  by  the  Croatian 
Ustachi.  Serbia  was  our  loyal  ally  in 
both  world  wars;  what  were  your 
friends  the  Croatians  and  Bosnian 
Muslims  up  to?  Croatia  was  a  Nazi 
puppet  who  systematically  eliminated 
750,000  Serbs,  60,000  Jews  and 
40,000  Gypsies.  The  Grand  Mufti  of 
Jerusalem,  Mr.  Husseini,  came  to  Eu- 
rope in  1941  and  was  instrumental  in 
forming  two  Bosnian  Muslim  ss  divi- 
sions. These  committed  widescale 
massacres  against  Bosnian  Serbs.  The 
international  community's  unequal 
treatment  and  embargoes  have  placed 
the  Serbs'  backs  against  the  wall. 
-Daniel  J.  Pyevich 
Hillsdale,  III. 

ABCs  for  kids 

Sir:  Re  "Babies  as  dolls"  (Feb.  27).  I 
was  dismayed  by  the  two  mothers 
who  used  purchases  as  a  bribe  for 
avoiding  a  "scene,"  or  because  the 
mother  doesn't  "know  how  to  say 
no."  If  an  adult  can't  establish  bound- 
aries when  a  child  is  a  toddler,  will  it 
be  easier  when  that  child  is  a  teen? 
During  a  recent  interview  with  an 
elemental  school  principal,  I  asked 
what  is  the  one  thing  she  wished  even' 
child  had  while  they  were  preschool- 
ers. "A  parent  who  [sat]  each  day  and 
read  with  them." 
-Susan  J.  Lambert 
West  Lafayette,  bid. 
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Money  well  spent 

Sir:  Re  Sir  John  Templeton  and  "Thl 
principle  of  maximum  pessimism] 
(Jan.  16).  Rather  than  spending 
"tens  of  millions  of  dollars"  on 
translation  of  the  Dead  Sea  scrolls,  thl 
actual  expenditure  of  the  seminary  of 
this  project  was  $250,000.  We  regarj 
this  as  an  extremely  worthwhile  an<| 
reasonable  expenditure. 
-Johannes  R.  Krahmer 
Chairman  of  the  Board  of  Trustees, 
Princeton  Theological  Seminary 
Princeton,  N.J. 

Our  mistake 

Sir:  Re  "Call  me  Dickinson"  (Jar 
30).  Forbes  stated  that  John  Laul 
rienti  had  "agreed  to  return  $3. 'J 
million"  in  commissions  and  over! 
rides  on  trades  of  Fairmont  Rei 
sources,  which  error  implied  othel 
serious  misconduct  by  Mr.  Laurientil 
The  amount  returned  should  hav(| 
read  $3,664.46,  and  Mr.  Laurientl 
was  found  only  to  have  failed  reason  f 
ably  to  supervise  another  broker.  Mrj 
Laurienti  is  no  longer  with  Dickinson 
&Co. 

-Max  D.  Stern 
Boston,  Mass. 

Oops.  We  regret  the  typographical  er\ 
ror.  Forbes  stands  by  the  rest  of  th\ 
article. — Ed. 


Nothing  new 

Sir:  Re  "The  mother  of  them  all' 
(Jan.  16).  After  school  in  the  earh| 
1950s,  I  accepted  an  engineering  po 
sition    in    the    aircraft    industry    al 
Chance  Vought,  Inc.,  where  manage 
ment  practices  were  in  line  with  thel 
writings  of  Mary  Parker  Follett.  This 
management  concept  was  transferred! 
to  Japan  by  Dr.  W.  Edwards  Deming 
during  reconstruction   after  WWII.1 
The  result  has  been  the  Japanese  de- 
velopment of  quality  "world  class" 
products,  a  favorable  balance  of  pay- 
ments and  high  personal  incomes.  We 
now  see  Japanese  management  theo- 
ries of  teams  and  "quality  circles" 
returning  as  new  management  ideas 
but  in  fact  are   highly  refined  and 
developed  concepts  originally  used  by 
old  aircraft  corporations. 
-Charles  E.  MacNeill 
Crystal  River,  Fla. 

Forbes  ■  March  27,  1995 
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Forty-one  firefighters  couldn't  put  it  out 


Baked.  Drenched.  Tested  to  the 
extreme.  A  Motorola  cellular  phor 
stands  tough  in  the  face  of  tortun    ^ ' 
Just  ask  Danielle  Behe,  whose 
phone  came  back  from  the  ashes 
of  a  three-alarm  fire.  Motorola. 
The  best-selling,  most  preferred 
cellular  phones  in  the  world. 


testimonial  reflects  actual  events   1-800 -331-64=16  ®  and  Motorola  are  trademarks  of  Motorola,  lnc  ©1994  Motorola  In. 
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Fact  and  Comment 


iy  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


SPECTER  OF  THE  FLAT 

^PUBLICAN  presidential  candidates  would  do  them-      results  have 
;lves  and  the  nation  well  by  taking  a  cue  from  long-shot     ed  those  to 
■en   Specter.   The   Pennsylvania  senator, 
oted  thus  far  only  as  the  most  outspoken 
ro-choice  GOP  White  House  aspirant,  has 
chance  to  leap  into  the  first  tier  now  that  he 
as  proposed  a  variant  of  House  Majority 
eader  Dick  .Armey's  flat  tax  proposal. 
Republicans  have  badly  underestimated  the 
otency  of  this  issue.  I  chair  Empower  Ameri- 
1,  a  citizens'  reform  organization  whose  co- 
uinders  include  Jack  Kemp  and  Bill  Bennett. 
fe  have  done  national  mailings  and  run  radio 
rots  in  Iowa,  New  Hampshire,  Florida  and 
rizona  advocating  the  Armey  flat  tax.  The 


Specter:  Flat  tax  raises 
presidential  profile. 


TAX 

been  phenomenal.  Responses  have  far  exceed- 
any  other  issue  we  have  been  involved  with, 
including  health  care,  welfare  and  tort  reform . 

Specter's  proposal  differs  from  Armey's 
plan  in  that  it  allows  modified  deductions  for 
mortgage  interest  and  charitable  contribu- 
tions. Specter  also  assumes  no  future  budget 
cuts.  Thus,  his  flat  tax  rate  is  20%  instead  of 
Armey's  17%.  But,  like  Armey,  Specter 
would  not  impose  a  levy  on  dividends,  inter- 
est, capital  gains  and  estates. 

If  Phil  Gramm,  Bob  Dole,  Lamar  Alexan- 
der and  Pete  Wilson  want  to  leap  ahead  of 
the  GOP  presidential  pack,  they  should 
warmly  embrace  an  undiluted  flat  tax. 


Hil 


THIS  SPEAKER  IS  MORE  THAN  A  TALKER 


ever  in  American  history  has  a  Speaker  of  the  House 
Representatives  pushed  through  so  much  sweeping, 
bstantive  legislation  as  Newt  Gingrich  is  doing.  This 
traordinary  achievement  is  being  obscured  by  the 
jeaker's  incurable,  off  the-cuffvolubility  and  by  Demo- 
ats1  incessant,  ever  more  spurious  attacks  on  both  his 
tegrity  and  the  substance  of  his  program. 
Regulator}'  reform  underscores  Gingrich's  strategic 
;islative  genius.  Rather  than  engaging  in  drawn-out, 
motional  battles  rewriting  environmental  and  other  so- 
engineering  laws,  House  Republicans  are  simply 
[juiring  that  the  resulting  regulations  go  through  rigor- 
s  cost-benefit  analyses  and  respect  and  protect  consti- 
tional  property  rights. 

The  Republican  drive  to  reform  our  unjust,  enrich-the- 

tyers-and-impoverish-everyone-else  civil  justice  system 

aroused  the  trial  bar  to  fever  pitch.  Since  trial  lawyers  are 

biggest  source  of  Democratic  Party  contributions,  it's 

surprise  the  White  House  is  talking  veto.  But  real  reform 


is  coming,  if  not  now,  then  certainly  after  the  next  election . 

The  Gingrich  GOP  is  also  moving  ahead  with  real 
welfare  reform,  which  we  have  never  had. 

Recognizing  that  there  is  inadequate  support  for  a  term- 
limits  constitutional  amendment,  Gingrich  is  going  along 
with  the  idea  of  passing  legislation — only  a  simple  majority 
required — that  would  explicitly  permit  states  to  impose 
their  own  limits  on  their  congressional  representatives. 

There  is  more  to  come.  House  Republicans  are  prepar- 
ing big-time  budget  cuts.  Even  better,  they  will  begin 
hearings  this  spring  not  only  on  the  tax  cuts  promised 
in  the  Contract  With  America  but  also  on  the  Armey 
flat  tax  plan. 

With  his  forceful  leadership,  Gingrich,  not  the  Presi- 
dent, now  dominates  our  domestic  agenda.  He,  not 
Clinton,  is  the  agent  of  radical  change. 

Even  if  you  don't  like  the  substance  of  Gingrich's 
program  or  are  turned  offby  his  style,  you  have  to  marvel  at 
the  man's  vision,  audacity  and  ability  to  get  things  done. 


DEADLY  DEAL 


TREASURY  Sfx;retary  Robert  Rubin  consciously  dc- 

zd  to  shatter  an  already  shaky  Mexican  economy,  to 

rmously  increase  illegal  immigration  into  the  U.S. 

,i     d  to  poison  U.S. -Mexico  relations  for  a  generation,  he 

uldn't  have  concocted  a  more  potent  instrument  than 

bailout  agreement  he  recently  foisted  on  Mexico. 

lerica's  chief  financial  officer  behaved  more  like  a  loan 
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shark  enforcer  than  a  wise,  sensitive  statesman. 

By  publicly  imposing  draconian  austerity  measures, 
Rubin  makes  the  U.S.  the  target  of  rising  Mexican  ire  at 
its  plummeting  standard  of  living.  Rubin  decreed  that, 
come  what  may,  Mexico  must  run  a  budget  surplus.  In 
the  face  of  rapidly  rising  interest  rates  and  an  economy 
plunging  into  depression,  the  desperate  Mexican  govern- 
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ment  is  readying  massive  tax  increases  to  comply.  This, 
of  course,  will  only  make  a  contraction  more  severe, 
forcing  millions  across  our  borders  or  into  Mexico's 
already  too  large  "informal"  economy. 

Just  as  destructive,  and  in  the  name 
of  fighting  inflation,  Rubin  also  de- 
manded a  decline  in  the  "rear'  mon- 
etary base.  This  is  a  willful  destruc- 
tion of  credit  and,  like  the  tax  in- 
creases, will  deepen  the  depression. 
Can't  anyone  remind  Rubin  what 
happened  when  our  monetary  base 
collapsed  in  1929-32? 

President  Clinton  had  better  rec- 
ognize that  his  Treasury  Department 
has  inadvertently  landed  him  a  for- 
eign policy  crisis  of  the  first  magni- 
tude. It  is  essential,  especially  in  the 
aftermath  of  the  sensational  charges  against  the  former 
Mexican  president's  brother,  that  the  economic  crisis  be 
quickly  defused. 

Here's  how:  Instead  of  using  those  loans  to  bail  out 


Rubin  and  Finance  Minister  Ortiz  after 
signing  Mexican  economy's  death  warrant 


short-term  speculators  in  Mexican  securities,  use  the 
to  directly  buy  up  (and  therefore  revalue)  the  pc: 
itself.  Before  the  December  devaluation  that  set  off  th 
financial  hurricane,  the  entire  monetary  base  of  Me> 
co — bank  reserves  and  currency 
circulation — amounted  to  only  $J 
billion.  In  other  words,  Mexico  no 
has  the  resources  to  literally  pu 
chase  every  peso  in  circulatio 
Mexico's  announced  goal  should  1 
to  revalue  the  peso  to  its  Decemb 
level  of  3.5  to  the  dollar.  The  pc; 
is  being  pounded  in  anticipatu 
that  the  Bank  of  Mexico  will  1 
forced  to  continue  its  inflationa 
printing  presses.  After  a  revaluatio 
interest  rates  would  promptly  fall, 
there  would  be  no  more  inflatic 
premium.  Mexican  businesses  would  thereby  avo 
bankruptcy  and  catastrophic  layoffs.  Mexicans  would  1 
delirious  with  delight  that  their  salaries  and  savin; 
would  be  restored. 


CONGRESS  SHOULD  STRIP 


major  league  baseball  of  its  antitrust  immunity.  Only  the 
winds  of  the  free  market  will  save  the  once  national 
pastime.  As  economic  consultant  Jude  Wanniski  wrote  in 
the  Washington  Post,  "Baseball  is  dying  because  of  the 
dead  hand  of  government,  of  corporate  socialism." 

Socialism  doesn't  work  economically,  and  it's  becom- 
ing a  self-evident  disaster  in  professional  sports  as  well. 
Why  should  owners  engage  in  revenue-sharing  schemes 
that  have  given  insufficient  rewards  to  successful  teams 
and  provided  unwarranted  subsidies  to  laggard  ones? 
Why  should  owners  be  able  to  block  the  sale  of  a  team 
between  a  willing  seller  and  buyer?  Why  shouldn't  an 
owner  be  able  to  move  his  franchise  from  one  city  to 
another  at  will?  Why  should  players'  salaries  be  capped?  If 
a  league  decides  to  expand,  why  shouldn't  the  wannabe 
cities  be  able  to  bid  at  open  auction? 

With  the  abolition  of  the  antitrust  exemption,  the 
immense  revenues  from  the  playoffs  and  the  World  Series 
would  mostly  go  to  the  winning  teams  instead  of  being 
shared  with  everyone.  Success  on  the  field  would  mean 
financial  success.  Such  incentives  would  encourage  true 


team  play  and  generate  genuine  fan  loyalty.  Even 
seemingly  small  city  could  make  it  financially  if  it  fielded 
winning  group  of  players.  If  a  city  cannot  support 
baseball  club,  it  doesn't  deserve  to  keep  it.  A  baseball  fri 
market  would  put  a  premium  again  on  innovation  ar 
effective  marketing. 

Sure,  there  would  be  problems  working  out  new  a 
rangements,  but  every  American  business  has  been  force 
to  adjust  to  changing  circumstances.  To  survive,  baseb; 
cannot  be  immune,  either.  In  fact,  professional  baseb; 
has  usually  resisted  innovations  that  ended  up  enrichir 
and  enlivening  the  game,  from  the  livelier  ball  after  Wor 
War  I  to  televised  games  after  World  War  II  to  rac 
integration  to  abolishing  the  plantation-like  reser 
clause  to  colorful  uniforms  to  multiteam  playoffs. 

Even  the  most  mossbacked  owner  must  recogni; 
that  using  replacement  players  will  make  his  franchi 
virtually  worthless.  All  baseball  aficionados — ownei 
players,  fans,  vendors — should  petition  Congress  \ 
phase  out  baseball's  special  status,  lest  the  game  I 
irreparably  harmed. 


I* 


WISDOM 


The  Lessons  of  History — by  Will  and  Ariel  Durant 
(Simon  &  Schuster,  $17).  Written  a  quarter  of  a  century 
ago  by  the  authors  of  the  still-impressive  multivolume  The 
Story  of  Civilization,  this  wee  book  condenses 
their  conclusions  of  a  lifetime  of  historic  schol- 
arship. The  Durants  knew  too  much  to  offer 
bromides.  While  some  of  their  observations  are 
dated,   particularly  concerning  the   long-run 
implications  of  the  Machine  Age  and  the  once 
fashionable  notion  of  convergence  betweeen 
capitalism  and  communism,  most  are  percep- 
tive, on-target.  Especially  relevant  today  is  their 
concluding  chapter  regarding  the  importance 
of  education:  "Civilization  is  not  inherited;  it 
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has 
the 
civi 


to  be  learned  and  earned  by  each  generation  anew;  I\ftW0r| 

transmission  should  be  interrupted  for  one  century  »(t0 

ization  would  die,  and  we  should  be  savages  again. '(  ^f. 

Excerpt:  In  the  hunting  stage  a  man  had  to      n. 

ready  to  chase  and  fight  and  kill.  Presumably  fii  J(  « 

death  rate  in  men — so  often  risking  their  lives;,  .  i«. 

the  hunt — was  higher  than  in  women;  some  m^  '  ,    j 
,     iii  i  '  mn\ 

had  to  take  several  women,  and  every  man  W\ 


LESSONS 
HISTORY 


expected  to  help  women  to  frequent  pregnant  . 
Pugnacity,  brutality, greed  and  sexual  readim 
were  advantages  in  the  struggle  for  existenc 
Probably  every  vice  was  once  a  virtue — i.e., 
quality  making  for  the  survival  of  the  indivl 
ual,  the  family  or  the  group. 


ilkt'w 
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Wve  been  watching  the  "Sneaker 
NemorkMor  too  longer urn 
nc  from  machine  to  machine  lunmng 

What  you  need  is  a  morp  OQ 
em.  One  where  printing axmg .copy 

Tanlgement  system  you  get  with  the 

[anon  GP55  Series.       ,  anhan- 

Now  an  entire  work  group  wi 

n  W^  u.  (-  .Urnmiui*  the  cmpaubAty 


today  and  tomorrow. 


When  the  rest  say  you  cant,  Canon 
says7ou  can  For  more  information,  call 

1-800-OK-CANON. 


„d  NowTandNetWi 


NOBODY 


IN  THEIR  RIGH 

WANTS  to  use 


YOUR  PRODUCT. 


SO,  HOW  DO  YOU  KEEP  UP 

with  DEMAND? 


'A 


idf 
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*^  Nobody  realty  wants  to  use  an  air  bag.  But  everyone  seems  to  want  one  in  their  car.  NEC  America's  Oregon  Plant  found  this 
out  when  orders  for  their  air  bag  deployment  circuit  boards  increased  dramatically.  How  did  they  drive  capacity  to  meet  demand? 
iy  completely  automating  the  data  collection  system  for  quality  control  and  part  tracking  on  their  production  line.  With  the  help  of  a 
distributed  computing  system  using  Microsoft'5  products.  «&»  NEC's  old  system  for  verifying  components  on  circuit  boards  was  slow  and 
equired  significant  manual  intervention.  The  solution?  A  faster;  more  automated  data  collection  and  retrieval  system  built  on  a  foundation 
f  Microsoft  products,  including  Microsoft  Windows  NT""  Server,  part  of  the  BackOffice  family.  <&*,  With  the  new  system,  verification  time 
as  decreased  from  30  seconds  to  just  two.  This  al  lows  verifications  to  be  performed  automatically  at  multiple  points  along  the  production 
ne,  instead  of  only  at  the  end.  So  rework  is  minimized.  ***  "We've  achieved  a  70  percent  increase  in  our  production  line  capacity," 
xplains  Judy  Hawley,  production  manager  at  NEC  America,  "while  maintaining  the 
ame  level  of  quality."  <*-»  To  get  more  information  on  how  Microsoft  can  help 
u  gain  a  business  advantage  using  computers,  call  (800)  437-3 1 19,  Dept.  GKV. 


Microsoft 


WHERE    DO    YOU    WANT    TO    GO    TODAY?" 


1995  Microsoft  Corporation  All  rights  reserved.  Microsoft.  Where  do  you  wont  to  go  todoy',  and  Wndows  NT  are  either  regslered  trademarks  or  trademarks  of  Microsoft  Corporation  in  the  United  States  and/or  other  countnes. 


Other  Comments 


Simple  Wisdom 

I  HAVE  EXPERIENCED  many  instances  of 
being  obliged  by  better  information  or 
fuller  consideration,  to  change  opin- 
ions, even  on  important  subjects,  which 
I  once  thought  right,  but  found  to  be 
otherwise.  It  is  therefore  that  the  older 
I  grow,  the  more  apt  I  am  to  doubt  my 
own   judgment,   and   to   pay   more 
respect  to  the  judgment  of  others. 
-Benjamin  Franklin,  quoted  in  a 
1986  speech  by  Warren  E.  Burger, 
chief  justice  of  the  United  States 
Supreme  Court 

Play  Ball! 

With  the  antitrust  exemption  gone, 
the  game  that  I  knew  as  a  boy  could 
soon  return.  I  watched  my  first  games 
at  the  age  of  9,  on  Memorial  Day 
1946,  a  double-header  at  Ebbets 
Field  between  my  beloved  Dodgers 
and  the  Boston  Braves.  For  six  hours 
I  stood  in  the  lower  deck  behind 
home  plate  as  the  Dodgers  split.  I 
watched  Pete  Reiser,  the  most  reck- 
less ballplayer  I  ever  saw,  steal 
home — one  of  seven  times  he  did  it 
that  year,  a  record  that  remains  to  this 
day.  Pistol  Pete's  audacity  became 
part  of  my  life.  Baseball  is  American 
because  it  is  individualism  and  team- 
work in  perfect  combination.  Like 
our  national  political  economy,  it  has 
become  skewed  toward  security  away 


from  risk-taking  and  is  slightly  out  of 
whack.  But  it  can  be  easily  fixed. 

Baseball  owners  have  to  realize  the 
antitrust  exemption  is  smothering  them, 
and  ask  Congress  to  repeal  it.  Action 
needn't  be  completed  immediately;  just 
the  good-faith  prospect  of  dealing  with 
the  antitrust  exemption  over  the  next 
year  or  so  should  satisfy  both  sides  and 
get  spring  training  back  on  track. 
-Jude  Wanniski,  Polyconomics, 
Inc.,  Washington  Post 


Be  careful  about  reading  health 
books.  You  may  die  of  a  misprint. 

-Mark  Twain,  in  The  637  Best 
Thinjjs  Anybody  Ever  Said, 
by  Robert  Byrne 

Beyond  Payback 

That  the  unending  Democratic 
assault  on  the  Speaker  of  the  House 
transcends  anything  Washington  has 
seen  in  some  time  has  been  apparent 
for  months.  This  enterprise  speaks 
volumes  about  the  desperate  state  in 
which  the  Democrats  find  themselves. 
The  point,  of  course,  is  to  envelop 
[Newt]  Gingrich  in  a  cloud  of  suspi- 
cion and  mistrust.  As  the  effort  goes 
forward,  it's  becoming  increasingly 
clear  that  this  is  much  more  than  a 
mere  Democratic  payback  for  the  role 


"We  trigger  an  international  currency 
collapse  and  then  run  to  the  rescue." 


Gingrich  played  in  forcing  Democra- 
tic Speaker  Jim  Wright's  resignation! 
Leading  Democrats  realize  thatj 
Speaker  Gingrich  is  a  powerful  sym-i 
bol  of  the  change  that's  sweeping! 
American  political  life. 
-New  York  Post  editorial 

Greater  Expectations 

Can  government  supply  mannerJ 
and  morals?  Of  course  not.  What  ij 
can  supply,  through  policy  and  laws| 
is  a  vivid  sense  of  what  we  as  a  societ 
expect  of  ourselves  and  what  we  con-| 
sider  ourselves  answerable  to. 

By  changing  and  improving  oui| 
laws,  we  might  not  thereby  bring 
about,  but  we  would  certainly  help  tc 
bring  about,  a  climate  that  woulc 
make  it  easier  rather  than  harder  for  ud 
to  grow  more  civilized;  easier  ratheJ 
than  harder  for  us  to  keep  our  com 
mitments  to  one  another;  easier  ratheJ 
dian  harder  for  us  to  recapture  the  idea 
of  personal  and  civic  responsibility[ 
This  would  make  it  easier  rather  than) 
harder  for  us  to  raise  our  children  ill 
safety  to  adulthood — something  which] 
we  are  not  doing  very  well  at  all. 
-William  J.  Bennett,  co-director, 
Empower  America,  Commentary 

Vive  la  Difference 

French  glamour  has  nothing  to  dd 
with  American  glamour.  In  America 
it's  based  on  publicity;  in  France,  or| 

secrecy. 

-Robert  Couturier,  French  dec- 
orator and  architect,  Vanity  Fair 

Natural  Law 

"Hey,  college  boy,  what  you  going 
to  study  for?  You  goan  be  one  o 
them  smart-ass  lawyers  like  they  go 
up  in  the  city?" 

I  said  I  wasn't  certain  what  I  wa 
going  to  study. 

"Hey,  you  know  the  differeno 
between  a  dead  lawyer  in  the  highwa; 
and  a  dead  possum  in  the  highway?' 

"Naw." 

"Dead  lawyer  ain't  got  no  skit 
marks  in  front  of  him." 
-Lewis  Grizzard,  Elvis  is  Dead  And 

I  Don't  Feel  So  Good  Myself 
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Make  video  calls  that  deliver 
the  world  to  your  desktop. 


C-P 


fJokie: 


Get  to  "yes"  fasten: 
bring  them  all  together. 


"HE    DTHER 


Just 


Meeting  face-to-face 
has  no  equal. 


©  1 995  Target  Technologies,  Inc.  is  traded  on  NASDAQ  as  "CFON."  C-phone  is  a  registered  trademark  of  Target  Technologies,  Inc. 
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Coll  MOM-TARGET 

(1-800-882-7438) 

for  more  details  and  a 

free  C-PHONE  video. 


What  are  the  movers  and  shakers  of  the  '90s 
reading  to  keep  their  edge?  Faces.  In  living  color.  In 
the  next  building  or  three  time  zones  away. 

The  power  of  meeting  face-to-face  has  no  equal. 
Neither  does  C-PH0NE'PJ  —  the  first  desktop  video 
conferencing  system  to  deliver  full-screen,  full- 
motion  TV-quality  images  and  audio  from  the  PC  on 
your  desk. 


It's  more  than  a  communications  edge.  C-PHONE 
is  the  power  to  seize  the  moment.  To  act  decisively.  To 
close  the  deal.  And  close  out  the  competition. 

All  the  while  making  your  necessary  travel  more 
strategic  and  productive.  Call  1-800-8-TARGET  today. 
It'll  change  your  future  in  the  blink  of  an  eye. 

Q  OPHONE 


is  essential  to  life 


ut  what  is 
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Their  parents  arfteinployees  of 
International  Paper's  Container  Division. 


MAT  ARE  THE  ISSUES? 

I  Just  as  our  bodies  need  nour- 
Iment  to  make  it  from  childhood 
rough  youth  to  adulthood,  our 
lid  needs  packaging  to  make  it 
I  in  the  farm  through  the  grocery 
Ire  to  our  dining  tables. 
I^ithout  the  right  packaging. 
I'd  would  be  wasted.  Indeed, 
Iparts  of  the  world  lacking 
fthisticated  packaging  technol- 
I.  more  than  50%  of  the  food  is 
I  every  year.  It  either  rots  or  is 
laaged  during  shipping. 
(Fortunately,  we  ha\e  the  tech- 
ligv  to  avoid  these  problems.  For 
lance,  a  paper  package  isn"t  just 
lix  made  from  paper  of  varying 
Iknesses  with  graphics  throw^n 
lit.  Almost  every  package  is  a 
■table  technological  feat,  each  a 
lifir  solution  to  a  special  problem. 
Borne  packages  endure  fluctua- 
Hs  in  temperature  and  humidity. 
He  hold  ice  while  allowing  the 
Her  to  drain,  some  withstand 
Scraping  stacking  without  being 
Shed.  You  get  the  idea.  Without 
Bdifferent  types  of  packaging, 
I  wouldn't  have  access  to  as 
Bh  fresh  food.  You  also  wouldn't 
Be  as  much  variety.  Some  foods 
Bid  become  too  expensive  for 
By  people  to  afford, 
■he  abundance  of  packaging 
I  raise  the  question:  would  we 
Better  off  without  it?  The 
Brer:  not  really.  The  practical 
Btion  is  a  packaging  material 
I  not  only  fulfills  all  the 
Hire  men  ts  of  getting  food  to  us 
Bklso  is  ecologically  conscious, 
H».  renewable  and  recyclable. 
Ht  International  Paper,  we 
Hrstand  the  need  to  find  a 
H<  e  between  preserving  milk  for 
Brrow's  breakfast  and  preserving 
Bbrests  for  future  generations. 


WHAT  WE  ARE  DOING. 

International  Paper  invests 
million-  every  year  developing 
innovations  that  keep  food 
fresh  and  nutritious.  Our 
Barrier-Pak*  beverage  cartons 
use  a  patented  layering  process 
of  special  papers  and  coatings 
that  function  as  sophisticated 
barriers  to  hold  in  the  fresh 
taste  and  flavor  of  juices.  We're 
also  working  on  new  packaging 
systems  that  will  keep  milk  fresh 
and  nutritious  even  longer. 

Along  with  creating  revolu- 
tionary packaging,  we're 
constantly  looking  for  new 
ways  to  use  less  wood  fiber  in 
our  packaging.  One  example  is 
our  Pineliner^  technology, 
which  produces  corrugated 
boxes  that  require  17%  less 
fiber  yet  remain  as  strong  as 
conventional  boxes. 

We  meet  the  need  for  virgin 
fiber  through  "sustainable 
forestry"  which  includes  planting 
50  million  SuperTree "  seedlings 
every  year.  SuperTrees,  devel- 
oped through  a  process  of 
natural  selection,  produce  30% 
more  wood  per  acre  over  a 
25-\ear  growing  period. 


WHAT  IT  MEANS 
TO  YOU. 

You  can  have  fresh- 
tasting  Florida  orange 
juice  in  the  dead  of 
winter  in  Minnesota. 

You  can  have  fresh 
milk  and  tender  chicken 
in  Manhattan  any  time 
you  please. 

In  short,  you  can 
have  food  that  tastes  as 
fresh  as  it  does  on  a 
farm  no  matter  where 
you  live  in  America. 

To  talk  more,  please 
call  Bob  Gordon  or 
Lyn  Bernstein  at  the 
International  Paper 
Packaging  Innovation 
Center.  1-800-577-9862. 


INTERNATIONAL^)  PAPER 

We  answer  to  the  world. 


Delta  Announces  Its 

Newest  Worldwide  Partner: 

Virgin  Atlantic  Airways. 

Presenting  the  best  of  Delta  to  London.  Starling  April  3, 
Delta  Air  Lines  will  offer  service  to  London  on  flights 
operated  by  Virgin  Atlantic  from  seven  new  U.S.  gateways. 


Starting  April  3, 

Delta  And  Virgin  Atlantic 

WillOpenA 

New  London  Bridge. 


Including  New  York  (JFK),  Newark,  Los  Angeles,*  Boston, 

San  Francisco,  Orlando*  and  Miami.* 

That  means  the  best  coverage  of  Europe 
just  got  better.  Because  it  will  now  total  331 
weekly  nonstops  operated  by  Delta  and  our 
Worldwide  Partners  to  23  cities  throughout 

Europe.  More  nonstops  to  more  European  cities  from  the 

U.S.  than  anyone  else. 

To  Heathrow  And  Gatwick: 
Their  Planes.  Our  Miles. 


Swissair 

Singapore 

Malev 

Austrian 

Varig 

Sabena 

Virgin 

Aeromexico 


You  can  now  earn  Delta  Frequent  Flyer  miles    r&>j$Ut 
to  London  seven  days  a  week.  And,  making  all  your    V* 
travel  plans  to  London  is  as  easy  as  calling  Delta. 
We'll  take  care  of  every  detail.  In  fact,  there  will  even  be  a 
Delta  representative  onboard  every  Virgin  Atlantic  flight. 

So  from  the  time  you  book  your  flight,  to  the  time 
you  touch  down  in  London,  Delta  will  be  with  you 


every  step  of  the  way.  Delta  and  Virgins  new  London  Bridge. 
Just  one  more  way  we're  offering  you  more  of  Delta  to 
more  of  the  world. 
_,  Jj  For  informatiomand  reservations,  call  your 

Travel  Agent,  or  Delta  at  1-800-241-4141. 

A  Delta  Air  Lines 

You'll  love  the  way  we  fly" 


id, 
alt 


'Since  the  government  has  only  recently  approved  this  agreement,  a  limited  number  of  seats  are  available  from  Los  Angeles,  Orlando  and  Miami  through  October  1995.         ^  . . 

Blackouts  are  applicable  in  some  markets.  ©1995  Delta  Air  Lines,  Inc. 


Commentary 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Chairman 


BASE  CLOSINGS,  ROUND  4 

which  naturally  follow  sharp      Naval  Shipyard,  which  has  always  finished  last  on  every  list 


Mil  ITARY   BASK  CLOSINGS 

reductions  in  the  size,  strength  and  efficiency  of  our  armed 
forces,  inevitably  bring  charges  of  political  bias  and  favoritism 
as  motivating  factors  in  the  choices  of  bases  to  be  closed. 

The  glittering  prize  always  held  out  as  a  reward  for  suf- 
fering the  political  and  economic  pain  caused  by  base  clos- 
ings is  the  amount  of  money  (  usually  un totaled)  that  is 
expected  to  be  saved.  Last  month's  announcement  of 
closings,  the  fourth  round  since  the  reduction  of  our  mil- 
itary began  in  the  late  1980s,  was  comparatively  modest, 
since  it  is  estimated  that  "only" 
34,200  civilian  jobs  will  be  lost. 

The  Pentagon  says  that  this  so- 
called  final  round  of  closings  will 
ffect   146  installations  and  will 
save"  $18  billion  over  the  next  20 
ears.  But  in  order  to  achieve  this 
omewhat  chimerical  figure,  we  will 
lave  to  spend  nearly  S4  billion  and 
ave  to  cover  the  huge  costs  of 
leaning  up  all  of  the  hazardous 
^aste  and  environmental  damage  at 
aeh  base  (a  cost  for  which  there  is 
o  estimate  ). 

The  Pentagon's  list  must  now  go 
efore  the  base  Closure  and  Realignment  Commission, 
vhich  has  until  July  1  to  approve,  add  to  or  subtract  from 
le  146  named  bases.  Then  the  President  must  approve 
if  list,  after  which  Congress  must  either  approve  or  dis- 
prove it,  but  cannot  change  it. 

One  problem  with  this  whole  procedure  is  that,  until 
ecently,  the  only  member  who  had  been  named  and  con 
rmed  was  the  commission  chairman,  former  Senator  Alan 
)ixon.  New  York's  two  senators,  Republican  Alfonse 
")'Amato  and  Democrat  Daniel  Patrick.  Moynihan,  still  furi- 
»us  over  a  1993  base  closing  in  New  York,  had  been  block 
ig  all  other  confirmations  but  relented  at  the  last  minute. 
Inevitably,  charges  of  politics  in  the  selection  process  are 
aised.  For  example,  California,  which  has  the  most  eiec- 
oral  votes,  came  out  quite  well,  losing  fewer  than  4,000 
[>bs — almost  all  of  them  at  the  long  Beach  Naval  Shipyard. 
'olitical  watchers  were  immediately  struck,  however,  by  the 
let  that  while  Ix>ng  Beach,  which  has  long  been  regarded 
sone  of  the  most  cost  effective  and  efficient  naval  ship 


Long  Beach:  One  of  the  best  marked  for  closing 


of  cost-effectiveness,  is  to  remain  open.  Cynics  were  quick 
to  point  out  that  the  New  Hampshire  primary  is  consid- 
ered critical  in  the  1996  presidential  campaign.  The  area 
hardest  hit  is  Texas,  followed  by  Missouri,  Pennsylvania  and 
Guam.  (Guam's  base  has  many  advantages,  but  Guam  has 
no  electoral  votes. )  Oddly  enough,  a  major  expansion  is 
proposed  for  the  Washington  Navy  Yard  as  part  of  a  plan 
to  "bring  more  Federal  employment  to  an  economically 
depressed  section  of  Southeast  [Washington,  D.C.]." 

The  Pentagon  and  the  services  do 
try  to  recommend  base  closings 
based  upon  "cumulative  economic 
impact,"  which  is  supposed  to  take 
into  account  how  hard  states  have 
been  hit  by  previous  closures.  But 
where,  you  might  ask,  do  military 
necessity  and  the  possible  future  need 
for  bases  in  the  event  of  changes  in 
the  world  situation  fit  in?  Alas,  appar- 
ently, nowhere.  One  of  the  key  fac- 
tors in  determining  this  year's  list  was 
identifying  which  bases  could  be 
closed  at  the  lowest  cost,  yielding  the 
largest  savings  the  earliest.  Actually, 
after  all  of  the  closing  and  cleanup  costs  (whatever  they 
may  be)  are  paid,  not  only  for  these  bases  but  also  for  those 
in  the  1988,  1991  and  1993  rounds,  the  Pentagon  says 
there  will  be  a  savings  of  about  $6  billion  a  year,  starting 
in  the  year  2001 .  In  its  predictably  sanitized  prose  explain- 
ing the  reasons  for  the  cutbacks,  the  Pentagon  says  that  its 
recommendations  are  "necessary  to  achieve  the  levels  of 
readiness  ,\nd  modernization  we  need  within  the  budget 
we  have."  But  military  effectiveness  now  and  possible  mil- 
itary necessity  for  the  future  should  be  the  guiding  crite- 
ria, not  the  dollar  amounts  saved  by  closing  a  base  or  the 
figures  for  how  much  employment  can  be  created  or  lost. 
One  of  the  unintentionally  funniest  remarks  accompany- 
ing this  year's  process  vv  as  made  by  ( California  Senator  Bar- 
bara Boxer,  a  Democrat  with  a  visceral  hatred  of  all  things 
involving  military  expenditures,  who  expressed  outrage  at 
the  fact  that  there  are  any  (California  bases  at  all  on  the  list. 
"Even  one  base  for  | California]  is  a  base  too  many,"  she  said. 
It  would  be  nice  for  national  defense  if  sometimes  she  would 


ards  in  the  country,  is  to  be  closed,  the  Portsmouth,  N.I  I.      vote  for  defense  appropriations  in  that  same  spirit, 
orfxs  ■  March  27,  1995 
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WITH  OUR  FINANCIAL  STRENGTH,  YOU'LL  BE  GLA> 
WE'RE  ON  YOUR  SIDE.    On  the  tough  playing  field  of  international  business,  you  m 
all  the  leverage  you  can  get.  That's  why  AIG's  strength  and  stability  are  so  important.  We're  one  of  the  worW  Miji 
strongest  insurance  and  financial  services  organizations,  with  over  $15  billion  in  shareholders'  equity  c 


7  billion  in  general  insurance  net  loss  and  loss  adjustment  reserves.  Our  record  of  profitability  is  unsurpassed 
the  industry,  and  we  hold  the  highest  ratings  from  the  principal  rating  services.  TheAIG  Companies  have  the 
\pacity  to  serve  your  needs  through  all  kinds  of  market  conditions.  We're  ready  to  throw  our  weight  behind  you. 


WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES. 

American  International  Group.  Inc..  Dept.  A.  7<>  Pine  Street,  New  York,  NY   10270. 
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OUR  SEMICONDUCTORS  ARE 
FOR  A  GOOD  NIGHT'S 


GUARANTEED 
SLEEP. 


Isn't  it  comforting  to  know  the  semiconductor  at  the  heart  of  your  product  is 
guaranteed  for  the  lifetime  of  your  product  warranty?  Ask  our  customers  who  have  relied 
on  us  to  help  meet  their  needs  for  decades.  Or  ask  Todd  Olsen  of  Napa,  California  who 
finally  bought  a  computer  and  expects  it  to  work  flawlessly. 

And  it  will  because  it's  Powered  by  Motorola.  And  backed  by  our  Guarantee 
of  a  Lifetime.*  So  cellular  phones  ring,  beepers  beep,  cameras  click,  engines  start, 
computers  compute  and  life  moves  forward  with  an 
assurance  it  rarely  enjoys. 

Whether  part  of  your  job,  or  simply  part 
of  your  life,  our  products  are  guaranteed  to  perform. 
Which,  these  days,  is  the  stuff  dreams  are  made  of. 


POWERED  BY 
MOTOROLA 


The  Motorola  Guarantee  of  a 

Lifetime.  Just  one  more  example 

of  Motorola's  commitment  to  total 

customer  success. 


M)   MOTOROLA 

Semiconductor  Products  Sector 


•  Details  available  in  Motorola's  standard  terms  and  conditions.  Warranty  provided  only  through  Motorola  OEM  and  distribution  customers. 
©  7995  Motorola,  Inc.  All  rights  reserved  Motorola  and  the  M  are  registered  trademarks  of  Motorola,  Inc. 
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WHAT'S  AHEAD  FOR  BUSIHESS 
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Greenspan  and  the  greenback 


The  dollar  effect 

U.S. -Japan  merchandise  trade  deficit 

as 


•83    85    '87    '89 

Source:  C.J.  Lawrence 

he  weakening 

lollar  will  make 

trade  gap 

Japan 

worse 
nd  worse. 


Should  Alan  Greenspan  now 

defend  the  sinking  American  dol- 
lar: Carnegie-Mellon  Universi- 
ty's political  economy  professor 
Allan  H.  Meltzer  says  no. 
"There's  no  sense  at  all  for  the 
Federal  Reserve  to  raise  rates  to 
defend  the  dollar,"  says  he. 

Meltzer,  a  respected  monetar- 
ist, agrees  diat  higher  rates  would 
temporarily  support  the  dollar, 
but  at  the  expense  of  causing  a  reces- 
sion. (Others  believe  U.S.  rates 
would  have  to  rise  by  perhaps  300 
basis  points  to  bolster  the  dollar.  I 
The  outcome  of  a  recession  would 
ine\itably  be  capital  flowing  out  of 
the  U.S.,  weakening  the  dollar  once  again. 

In  any  case,  Meltzer  points  out,  the  dollar's 
weakness  is  concentrated  against  the  Japanese 
yen  and  the  German  mark.  Weighted  against 
all  the  U.S.'  trading  partners,  the  dollar  has  been 
roughly  stable  since  1988.  Recently  it  has 
been  strengthening  against  the  U.S.'  two  largest 
trading  partners,  Canada  and  Mexico. 

Meltzer  takes  a  long,  historic  view.  His 
first  explanation  as  to  what  ails  the  dollar  is  the 
fact  that  it  is  no  longer  the  world's  exclusive 
reserve  currency;  this  reduces  the  world  demand 
for  dollars  and  hence  their  value.  The  yen  and 
deutsche  mark  are  taking  up  the  slack. 

Against  the  yen,  Meltzer  continues,  half  the 
dollar's  long-term  decline  results  from  a  historic 
difference  in  U.S. /Japanese  inflation  rates, 
half  from  differences  in  average  productivity. 
The  outcome  of  these  factors  has  been  a  high- 
er return  on  capital  in  Japan  than  in  the  U.S. — 
although  these  countries'  productivity  and  in- 
flation have  been  converging.  In  addition,  the 

Business  to  the  rescue 
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Corporate  America  is  filling  the 
research  and  development  spend- 
ing gap  left  by  reduced  govern- 
ment spending  on  defense  R&D. 

Total  U.S.  spending  on  R&D  in 
1995  is  expected  to  total  around 
SI 82  billion,  up  from  SI 77  bil- 
lion in  1994  and  SI 74  billion  the 
year  before.  Of  that,  S107  billion 
(59%)  is  expected  to  be  funded  by 
the  private  sector  and  36%  by  the 
federal  government.  The  fed's 
share  is  down  from  47%  in  the 
mid-1980s. 

After  allowing  for  inflation, 
these  figures  represent  a  1%  in- 


recent  Kobe  earthquake  means  that  more  Jap- 
anese savings  will  be  needed  to  rebuild,  leaving 
less  Japanese  savings  available  to  finance  the 
U.S.  current  accounts  deficit. 

"This  [dollar  weakness  against  the  yen]  may 
last  a  couple  of  years,  but  it's  really  a  temporary 
phenomenon,"  he  says. 

The  dollar's  long-term  decline  against  the 
mark  is  a  similar  story.  But  Meltzer  notes  that 
the  runup  in  U.S.  interest  rates  is  nearing  the 
top  of  the  present  cycle  just  as  Germany  is  pre- 
paring to  raise  its  rates — both  countries'  cen- 
tral bankers  are  trving  to  keep  overall  domestic 
growth  below  a  level  that  might  lead  to  serious 
inflation.  The  outcome  will  inevitably  be  some 
further  downward  pressure  on  the  dollar. 

Most  of  the  dollar's  problems  are  home- 
made. Meltzer  believes  that  the  immediate 
cause  of  much  recent  speculation  against  the 
dollar  was  the  Clinton  Administration's  success- 
ful fight  against  the  balanced  budget  amend- 
ment. "The  signal  is  that  something  is  wrong 
with  domestic  policy,"  says  Meltzer.  "What 
the  dollar  needs  is  a  shift  away  from  subsidizing 
consumption  and  from  entitlements,  to  en- 
couraging investment  and  savings." 

In  the  coming  months,  pressure  will  in- 
crease on  Greenspan  to  support  the  greenback, 
especially  as  a  weaker  dollar  makes  it  seem  that 
the  U.S.  trade  account  gap  is  opening  fast, 
against  Japan  in  particular  (see  chart).  There 
are,  however,  a  couple  of  things  that  suggest 
that  the  Fed  will  be  able  to  resist. 

One,  the  Fed's  SI  billion  or  so  intervention, 
ordered  bv  the  U.S.  Treasury'  to  support  the 
dollar  at  the  end  of  February,  was  a  total  waste 
of  money.  Two,  the  currency  crisis  has  had  little 
impact  on  the  stock  and  bond  markets.  If  this 
were  to  change,  though,  all  bets  are  off. 


crease  in  planned  R&D  over  1994,  reversing  a 
downturn  that  began  in  1992,  says  Jules  J. 
Duga,  a  Battelle  senior  researcher  (see  chart). 

A  lot  now  turns  on  how  Congress  disposes  of 
government  plans  for  R&D  spending.  A  sizable 
chunk  of  defense  R&D  is  already  being  diverted 
to  pay  for  cleaning  up  military  bases,  especially 
those  formerly  used  to  make  nuclear  weapons. 

Republicans  in  Congress  are  also  taking  aim 
at  the  $450  million  a  year,  or  more,  being  spent 
to  subsidize  companies  trying  to  convert  de- 
fense technology  to  commercial  use.  One  good 
thing:  Despite  its  SI  .4  billion  a  year  cost,  there 
is  general  support  in  Congress  for  making  per- 
manent the  R&D  tax  credit,  which  supports 
additions  to  company  funded  R&D.  ■■ 
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THE  FORBES  INDEX 


by  shloho  i  mum 
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John  Ryding,  senior  economist  at  Bear,  Stearns,  does  ncl 
buy  the  generally  accepted  wisdom  that  the  Fcdenj 
Reserve  has  almost  finished  pushing  up  interest  rate; 
Instead,  Ryding  sees  ample  signs  of  strong  economij 
growth.  For  instance,  new  orders  for  durable  goods  ros 
0.6%  in  January,  following  a  strong  fourth  quarter 
1994.  The  annualized  growth  in  gross  domestic  prodiu 
in  the  fourth  quarter — 4.6% — exceeded  most  estimate! 
Finally,  Ryding  thinks  the  dollar's  slide  against  the  Japq 
nese  ven  and  the  German  mark  may  force  the  Fed's  hand 


Other  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Bank 

9.0% 

Auto  sales  year  to  date  vs  1 994' 

Ward's  Automotive 

-5.5% 

Index  of  leading  indicators  Ian  vs  Dec 

Oept  of  Commerce 

0.0$ 

Trade  balance  12  months  ended  Dec  1994 

Dept  of  Commerce 

-$108 b 
0.7% 

All-commodity  producer  price  index1  Jan  vs  Dec 

Dept  of  Labor 

GOP  4th  quarter  vs  3rd — annualized  growth 

Dept  of  Commerce 

i.t'< 

M2'  (3-month  change) — annualized  growth 

Federal  Reserve 

1.3* 

1  U.S. -based  manufacturers,  excludes  imports,  as  of  2/28/95.  'Total  goods  and  services.  ^Wholesale  good;! 
a  includes  Ml  (public  currency  and  checking  deposits)  plus  savings  accounts  and  money  market  funcl 


Index  components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  8  equally  weighted  elements:  The  cost  of 
services  relative  to  all  consumer  prices,  the  level  of  new 
orders  for  durable  goods  compared  with  manufacturers' 
inventories,  total  industrial  production,  new  housing 
starts,  personal  income,  new  claims  for  unemployment 
compensation,  total  retail  sales,  total  consumer 
installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  in  these  charts. 
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Industrial  production  index  (1987=100) 
seasonally  adjusted  (Federal  Reserve) 
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New  unemployment  claims  average  for  month 
(thousands),  seasonally  adjusted  (Dept  of  Labor) 
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YOU  NEVER  HAD  AN 


overprotective 

MOTHER 


\ 


IT   S    NOT    TOO    LATE    TO 


buy  one. 


We  admit  it.  As  the  disability  insurance  leader,  we're 
rather  obsessive  about  the  well-being  of  our  policy  holders. 

Take  our  short  and  long  term  disability  policies,  which 
beyond  merely  offering  financial  compensation^  put  an 
emphasis  cm  prevention  and  rehabilitation.  Through  a 
process  called  disability  management,  we  exhaustively 
search  for  solutions  that  can  help  people  return  to  work, 
and  to  their  accustomed  lifestyles,  as  quickly  as  possible. 
We  also  have  an  entire  disability  lab  that's  dedicated  to 
preventing  disabilities  from  happening  in  the  first  place. 

For  more  information  on  how  the 
L  xt  m  family  of  companies  can  look 
out  for  you,  simply  dial  your  insur- 
ance broker. 


Unum 

We  see  farther. 
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Peter  G.  makes  a  nice  living  out  of  supplying  forbidden  goods- 
and  we  don't  mean  drugs.  Despite  their  government's  frowns, 
Canadians  love  to  watch  U.S.  television. 


Culture  cops 


By  Nina  Munk 

Peter  G.  owns  an  elec- 
tronics store  in  the  To- 
ronto area.  Every  two  or 
three  weeks  he  drives  his 
van  an  hour  and  a  half 
south  to  Buffalo,  N.Y., 
where  he  loads  up  on  18- 
inch  rca  brand  satellite 
dishes  from  a  large  elec- 
tronics retailer.  He  pays 
S699,  plus  tax,  for  a  basic 
model,  including  the  set- 
top  receiver/decoder  and 
remote  control.  On  his  re- 
turn north  he  pays  Cana- 
dian federal  sales  tax  at  the 
border,  bringing  his  cost 
to  $808  per  dish.  Back 
home  he'll  sell  the  dishes 
for  about  $1,100  each, 
plus  $150  for  installation. 

With  ten  dishes  in  his 
van,  that's  a  nice  $4,420 
profit  for  what  amounts  to  a  day's 
work.  Peter  is  shopping  for  Toronto- 
area  customers  who  want  DirecTV', 
the  new  direct  broadcast  satellite  ser- 
vice from  CM  Hughes  Electronics  that 
lets  them  watch  U.S.  channels  like 
HBO,  the  Disney  Channel  and  espn. 

These  channels  are  banned  by  the 
Canadian  government,  which  deems 
them  corrosive  of  Canadian  culture. 
The  Canadian  culture  cops  have  pres- 
sured El  Segundo,  Calif. -based  Dir- 
ecTV into  refusing  to  switch  on  service 
for  anyone  with  a  Canadian  address. 
Thomson  Consumer  Electronics  has 
followed  suit  by  cutting  off  deliveries 
of  its  RCA  dishes  to  Canadian  retailers. 

But  the  law  is  fuzzy.  It  is  perfectly 

The  writer  is  a  Canadian  citizen. 
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legal  for  Canadians  to  buy  dishes — or 
anything  else — in  the  U.S.  To  get 
around  the  switch-on  and  billing  re- 
strictions, Peter  G.  charges  his  cus- 
tomers $75  a  year  for  a  U.S.  address 
from  which  DirecTV's  $29.95  month- 
ly bills  are  automatically  forwarded. 
To  prevent  DirecTV  from  recognizing 
Canadian  area  codes,  he  installs  a 
modem  that  redirects  outgoing  tele- 
phone calls  through  a  U.S.  number. 

Peter  G.  is  by  no  means  the  only 
gray  marketeer  plying  this  trade.  Dave 
Orrico,  sales  manager  for  Rosa's  Su- 
perstores in  upstate  New  York,  re- 
ports that  Rosa's  in  Niagara  Falls, 
N.Y.,  just  across  the  border  from  Ni- 
agara Falls,  Ont.,  sells  more  18-inch 
RCA  dishes  than  the  chain's  five  other 
stores  combined.  "We  do  see  a  lot  of 


V 


Ontario  [license]  plates  in  our  park 
ing  lot,"  Orrico  says. 

As  many  as  30,000  Canadians  nov 
receive  DirecTV's  150  channels  o 
crisp  digital  pictures  with  CD-qualitr 
sound,  and  the  number  grows.  "I  life 
the  American  stuff  for  the  simple  rea 
son  that  I  can  watch  what  I  want,' 
explains  William  Vanderboer,  who' 
hooked  up  to  DirecTV  in  Fort  Lang 
ley,  B.C.,  just  east  of  Vancouver. 

But  the  Canadian  politicians  stil 
think  they  are  living  in  the  days  whei 
all-wise  governments  decided  wha 
people  could  read  and  watch.  Th 
Canadian  Radio-television  &  Tele 
communications  Commission  ha 
been  mandated  by  the  Canadian  Par 
liament  to  "maintain  and  enhance 
Canadian  culture — whatever  that  i$ 
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For  every  U.S.  channel  that  goes  into 
the  home,  the  CRTC  says  there  must  be 
at  least  one  Canadian  channel.  Since 
the  number  of  Canadian  channels  is 
limited,  so  too  is  the  number  of  avail- 
He  U.S.  channels.  The  result  is  a  host 
of  copycat  made-in-Canada  net- 
works: something  called  MuchMusic 
in  place  of  the  forbidden  MTV;  and 
The  Sports  Network,  or  tsn,  that's 
ESPN  in  all  but  name — and  quality. 

Another  CRTC  rule  requires  that  at 
least  60%  of  a  conventional  Canadian 
channel's  programming  qualify  as 
"Canadian  content. "  A  program 
qualifies  as  CanCon  by  receiving 
points,  up  to  a  maximum  of  ten, 
according  to  the  nationality  of  the  TV 
program's  creative  team.  Six  points  or 
more  and  a  program  gets  the  CanCon 
seal  of  approval. 

After  operating  in  Canada  for  ten 

years,    Nashville's    Country    Music 

i  Television  channel  learned  firsthand 

Uof  a  rule  that  allows  the  crtc  to 

[outlaw  any  non-Canadian  TV  service 

[that  competes  with  a  Canadian  ser- 

ice.   In   January   Canadian   officials 

eked  the  channel  off  the  airwaves  to 

ake   way  for  a  new,   homegrown 

ersion  called  The  Country  Network. 

What  is  this  Canadian  culture  the 

;overnment  is  trying  to  protect?  A 

anadian  from  Toronto  has  more  in 

:ommon  with  a  Bostonian  than  with 

omeone  from  Alberta.  Outside  Que- 

ec — which  is  largely  autonomous, 

inyhow — it's  "hard  to  pinpoint  any- 

hing  distinctly  Canadian.  Canadian 

okesters  define  a  Canadian  as  an  un- 

irmed  American  with  Medicare. 

But  don't  try  that  on  Ian  Morrison, 
lead  of  the  chauvinistic  lobby  group 
■riends  of  Canadian  Broadcasting. 
'A  typical  Canadian  10-year-old  kid 
'  vatches  900  hours  of  television  a  year, 
nd  more  than  80%  is  American,"  says 
le.  "That  weakens  the  sense  of  be- 
onging  and  identity  that  are  the  key 
'    actors  in  nationhood." 

Is  all  this  culture  ruckus  just  a  cover 
Dr  protecting  a  few  Canadian  special 
terests?  Of  course.  So,  last  month, 
fter  Canada  shut  down  Nashville's 
^xmntry  Music  Television,  U.S. 
lade  Representative  Mickey  Kantor 
nnounced  an  investigation  into  Can- 
la's  denial  of  market  access  for  U.S. 
TOgramming  services.  But  Peter  G. 
ouldn't  care  less.  How  else  could  he 
: '-'-    lear  S4,420  in  a  single  dayr  M 
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In  fast  food,  PepsiCo  is  going 
to  start  acting  more  like  McDonald's. 
But  no,  Pizza  Hut  and  Taco  Bell 
aren't  going  to  serve  hamburgers. 

Leaner  cuisine 


By  Howard  Rudnitsky 


PepsiCo,  Inc.  Chairman  and  Chief 
Executive  Wayne  Calloway  addressed 
a  group  of  Wall  Street  analysts  last 
month,  many  of  them  down  on  Pepsi- 
Co. The  press  wasn't  invited,  but  we 
got  a  fill-in.  "I  know  a  number  of  vou 
are  skeptical  about  restaurants  [us] 
compared  to  beverages  and  snacks," 
Calloway  orated,  "and  were  so  even 
before  we  slowed  down  this  past  year. 
Now  you're  outright  concerned." 

There  is  good  reason  for  concern 
about  PepsiCo's  Pizza  Hut,  KK  and 
Taco  Bell  chains.  The  eateries'  profit- 
ability has  sagged  of  late.  Despite  a 
12%  gain  in  revenues,  restaurant  oper- 
ating profits  fell  by  6%,  to  $730  mil- 
lion, the  first  decline  ever.  That's  a 
pretty  meager  return  on  revenues  of 
SI  0.5  billion.  Past-food  rival 
McDonald's  Corp.,  with  $2  billion 
less  in  revenues,  had  about  three  times 
as  much  in  operating  earnings. 

Much  of  the  recent  trouble  lies  with 


One  of  PepsiCo's  Pizza  Hut 
restaurants  in  London 
A  radical  shift  in  strategy 
to  change  the  financial  menu. 


PepsiCo's  1 1,546  Pizza  Huts,  where 
sales  in  restaurants  open  at  least  one 
year  dropped  6%  last  year,  dragging 
profits  down  by  2 1%,  to  $295  million. 
Apparently  more  pizza  addicts  are 
taking  out  or  ordering  out  these  days, 
rather  than  sitting  down  at  their  local 
Pizza  Hut  restaurant  and  ordering 
salad  and  drinks. 

Calloway  has  dispatched  his  chief 
business  doctor  to  work  on  the  pa- 
tient. Last  November,  he  promoted 
Roger  Enrico  to  chairman  of  Pepsi- 
Co's 26,800  Worldwide  Restaurants 
division.  Enrico  is  the  chap  who  made 
Pepsi-Cola  more  competitve  with 
Coca-Cola  in  retail  food  stores  during 
the  U.S.  cola  wars  of  the  Eighties,  and 
then  went  on  to  turn  around  Pepsi- 
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PepsiCo 


PepsiCo  Chairman 
Wayne  Calloway 
A  meeting 
to  allay 
investors' 
concerns. 


Co's  Frito-Lay  snack  food  operation. 

At  Enrico's  prodding,  Pizza  Hut 
this  spring  is  rolling  out  Stuffed  Crust 
Pizza — a  pizza  with  a  crust  stuffed 
with  cheese,  kfc  had  already  brought 
out  a  Mega-Meal  dinner — which  in- 
cludes, for  example,  a  whole  rotisserie 
chicken,  chicken  nuggets,  cole  slaw, 
mashed  potatoes,  macaroni,  biscuits 
and  a  chocolate  chip  cake — filling  for 
four  people  at  just  $14.99. 

This  year  kfc  is  adding  a  Mega- 
Meal-For-One  and  is  testing  chicken 
pot  pie  and  chicken  salad.  These  are 


"If  I  were  a  long-term 
investor  I  would  not  hold  back 
because  of  restaurants." 


counterpunches  to  McDonald's  and 
Burger  King's  ''value  meals."  Pepsi's 
5,846-outlet  Taco  Bell  chain  just 
launched  its  low  fat  Mexican  food 
line,  called  "Border  Lights." 
Calloway  says  that  Border  Lights  has 
the  potential  to  become  "what  diet 
sodas  are  to  colas." 
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That's  a  pardonable  bit  of  hyperbo- 
le, but  despite  all  the  chatter  about 
more  interesting  and  leaner  menus, 
the  fact  is  that  PepsiCo  has  apparendy 
decided  to  change  strategy  in  its  res- 
taurant business.  PepsiCo  pours  $1 
billion  annually  into  capital  expendi- 
tures for  building  and  acquiring  res- 
taurants— an  amount  far  in  excess  of 
its  operating  profits.  In  other  words 
the  restaurants  consume  more  cash 
than  they  produce.  McDonald's,  by 
contrast,  expands  fast,  too,  and  still 
generates  more  cash  than  it  spends. 

Here's  the  big  difference  between 
the  two  companies — and  here's  where 
PepsiCo's  strategy  is  changing:  World- 
wide, PepsiCo  owns  and  operates  60% 
of  its  restaurants;  McDonald's  fran- 
chises all  but  20%  of  its  restaurants  and 
Wendy's  International  about  29%.  A 
lot  of  PepsiCo's  capital  gets  tied  up  in 
the  costly  equipment  and  decor  of 
those  owned  restaurants. 

Thus  McDonald's  has  been  able  to 
use  other  people's  money,  whereas 
PepsiCo  has  had  to  use  its  own.  But 
no  more. 

To  expand  abroad  Calloway  now  is 
considering  using  more  franchising 


and  joint  ventures.  "If  we  were  to  do 
that  [more  franchising]  with  our  in- 
ternational restaurants,  we  would  re- 
duce our  capital  spending  [on  restau- 
rants] by  more  than  $300  million," 
Calloway  said.  "That  would  more 
than  double  our  annual  free  cash 
generation." 

Eventually,  PepsiCo  may  reduce  its 
ownership  of  restaurants  worldwide! 
to  perhaps  40%.  If  it  does  so,  NatWest 
Securities  analyst  Michael  Branca  esti- 
mates that  reduced  capital  spending 
on  restaurants  plus  money  from  fran- 
chise sales  would  add  $1  billion  to 
PepsiCo's  cash  flow  after  capital  ex-* 
penditures  and  dividends.  This  would 
be  $1  billion  that  the  company  could 
use  to  increase  dividends,  invest  in  the 
more  profitable  beverage  and  snack 
businesses — or  buy  back  stock. 

"If  I  were  a  long-term  investor 
looking  at  PepsiCo,  I  would  not  hold 
back  because  of  worry  about  restaur- 
ants," said  Calloway,  who  himself 
owns  2  million  shares  worth  $77  mil- 
lion, and  options  on  3  million  more. 
Calloway  didn't  say  it,  but  he  was  as 
much  as  admitting:  McDonald's  did 
it  right;  we  did  it  wrong.  ■ 
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Seventeen  years  ago  Jake  Burton  produced  a  product 
that  has  rejuvenated  the  ski  industry  and  is  even 
making  its  mark  on  the  American  idiom. 

The  culture 
that  Jake  built 


By  Randall  Lane 

IF  U.S.  SKI  RESORTS  are  doing  fairly 
well  these  days,  it  isn't  because  of 
colder  winters.  It's  because  of  snow- 
boarders.  Halt"  surfing,  half  skiing, 
snowboarding  is  the  fastest- growing 
sport  in  the  U.S. — participation 
jumped  50%  in  1993  alone,  to  1.8 
million,  and  that  number  is  projected 
to  double  bv  the  end  of  the  decade.  In 
1990  fewer  than  6%  of  U.S.  ski-area 
lift  tickets  went  to  snowboarders;  last 
winter  it  was  11%.  And  within  five 
years  the  figure  will  very  likely  reach 
27%,  according  to  the  National  Sport- 
ing Goods  Association. 

This  growth  has  Jake  Burton  talk- 
ing about  when,  not  if,  snowboarding 
will  be  more  popular  than  skiing. 
Unlike  Abner  Doubleday,  the  man 
often  (if  not  entirely  accurately)  cred- 
ited with  the  invention  of  baseball  in 
1839,  40-year-old  Burton  has  be- 
come a  verv  wealthy  man  from  snow- 
boarding, a  sport  he  is  largely  respon- 
sible for  creating  over  the  past  15 
years.  His  Burlington,  Yt. -based  Bur- 
ton Snow  boards  Inc.  controls  at  least 
30%  of  the  highly  fragmented  S750 
million  (retail)  snowboard  industry. 

Did  we  say  sport?  Snowboarding  is 
actually  more  like  a  lifestyle.  Inspired 
by  southern  California's  surfing  and 
skateboarding  subcultures,  snow- 
boarding has  its  own  clothing  style 
(a  baggy  grunge  look),  attitude  (icon- 
oclastic— lots  of  earrings,  dyed 
hair)  and  language  (see  box,  p.  46). 
Around  80%  of  snowboarders  are  still 
under  25. 

Skiers  generally  don't  like  snow- 
boarders for  the  way  they  look  and  the 
way  they  scrape  the  snow  off  a  slope, 
exposing  the  ice  beneath.  For  years 
many     ski     resorts     banned     snow- 


boarders or  stuck  them  on  unpopular 
parts  of  the  hill.  But  the  resorts  can  no 
longer  afford  this  fight.  The  number 
of  skier  visits  has  been  fiat  since  1979, 
and  the  skiing  population  is  aging. 
About  half  of  the  1,000  areas  that 
were  operating  in  1975  are  closed. 
Mount  Snow  initially  banned  snow- 
boarders, but  now  that  snowboarders 
buy  an  estimated  30%  of  Mount 
Snow's  lift  tickets,  they  get  the  run  of 
the  place.  Nationwide,  over  90%  of  all 
U.S.  ski  resorts  now  permit  snow- 
boarding, up  from  just  7%  a  decade 
ago.  (The  holdouts  include  Aspen 
Mountain,  Park  City,  Alta  and  Taos. ) 


A  Burton-sponsored  rider  "going  fat"  in  Saas  Fee,  Switzerland 
Snowboarders  will  soon  buy  one-quarter  of  all  lift  tickets. 
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Snowboards 
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Jake  Burton — whose  full,  but  never 
used,  name  is  Jake  Burton  Carpen- 
ter— got  hooked  on  the  concept 
when,  at  14,  he  was  given  a  Snurfer,  a 
snow  skateboard  made  by  Brunswick. 
Throughout  high  school  and  college 
at  New  York  University,  he  tinkered 
with  different  models,  trying  to  turn 
the  Snurfer  concept  from  toy  to  seri- 
ous recreational  sport. 

In  1977  he  quit  his  job  at  a  small 
Manhattan  investment  bank  and  got  a 
bartending  job  in  Stratton,  Vt.  The 
owner  let  Burton,  then  23,  fiddle  in 
his  workshop.  By  the  next  year  he  had 
designed  the  prototype  of  a  snow- 
board. Using  $20,000,  some  of  it 
inherited  from  his  mother,  Burton  set 
up  Burton  Snowboards  in  a  former 
electrician's  store  in  Londonderry, 
Vt.  and  began  making  the  4-fbot- 
long,  8-inch-wide  wooden  boards. 

Burton  quickly  burned  through  his 
$20,000  nest  egg,  but  he  was  on  the 


Jake  Burton  and  his  wares 
Hooked  since  age  14. 


leading  edge  of  a  powerful  wave.  Oth- 
er pioneers  like  Tom  Sims  (whose 
Sims  Sports  is  now  the  industry's 
number  two),  Chuck  Barfoot  and 
Bob  Webber  began  designing  and 
distributing  their  own  models.  Bur- 
ton tirelessly  promoted  his  product  at 
ski  and  sporting  goods  trade  shows. 
"I  was  afraid  to  go  to  the  bathroom," 
says  Burton.  "I  thought  if  I  did,  I 
might  miss  my  only  customer." 

By  1981  Burton  was  out 
$130,000,  but,the  wave  carried  him 
forward.  Orders  for  his  boards 
climbed  from  the  hundreds  into  the 
thousands.  With  backing  from  his 
wife's  family,  Burton  added  better 
bindings,  a  high-tech  plastic  base  and 
steel  edges  to  his  boards,  making 
them  more  maneuverable.  By  1984 
Burton's  sales  hit  $1  million. 


One  by  one  he  convinced  the  ski 
area  operators  to  open  their  hills  to 
snowboarders.  Once  Stratton  in  Ver- 
mont and  Breckenridge  in  Colorado 
caved  in,  it  became  increasingly  diffi- 
cult for  other  areas  to  hold  out,  espe- 
cially with  their  traditional  ski  busi- 
nesses flat  or  down. 

Today  privately  held  Burton  Snow- 
boards employs  250  and  is  probably 
worth  well  over  $100  million.  But 
more  impressive  is  the  industry  Jake 
Burton  did  so  much  to  create.  This 
year  more  than  300  companies  ped- 
dled snowboard  equipment,  apparel 
and  accessories  at  the  industry  trade 
show,  compared  with  90  companies 
two  years  ago.  Industry  sources  figure 
sales  will  double,  to  $1.5  billion  at 
retail,  by  the  end  of  the  decade. 

Consolidation  is  probably  inevita- 
ble. "This  is  a  textbook  example  of  an 
early-stage,  fast-growth  market,"  says 
Roger  Madison  Jr.,  chairman  of  Nas- 
daq-listed Ride  Snowboards  (sales, 
$25  million).  "You're  going  to  see  a 
major  shakeout.  Instead  of  100  snow- 
board companies,  in  five  years  you, 
might  have  12." 

Burton  says  his  company's  size  and 
profitability  mean  it  will  survive,  but 
even  he  is  of  two  minds  about  the 
latest  snowboarding  development: 
The  president  of  the  International 
Olympic  Committee  has  requested) 
that  snowboarding  be  included  in  the 
1998  Winter  Games  in  Nagano,  Ja- 
pan. Now  the  separate  international 
ski  and  snowboard  associations  are 
fighting  over  control  of  the  events 
Sighs  Burton:  "Politics  has  entered 
snowboarding.  It's  bad  karma." 


Snowboardspeak 

Like  California's  surf- 
ers and  Valley  girls,  the 
country's  1.8  million 
snowboarders  have  their 
own  lingo,  which  is 
creeping  into  the  American 
tongue.  Below,  a  brief 
glossary: 

Bonk:  Banging  off  a 
nonsnow  object. 

Bro  form:  Discount 
equipment  for  friends  of 
the  manufacturer. 

Fakie:  Riding  in  a  re - 
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verse  stance. 

Freshie:  Fresh  snow. 

Going  fat:  Flying  high 
or  far  off  a  jump. 

Goofy-footed:  People 
who  ride  the  board  with 
their  right  foot  forward; 
most  people  lead  with 
their  left  foot  ("regular- 
footed"). 

Hit:  Jump. 

Jibber:  A  snowboarder 
who  spends  his  time  doin^ 
tricks  in  snowboard 
parks. 

Pow  Pow:  Powder. 


Sick:  Scary  or  excel- 
lent— often  both. 

Stick  a  hit:  "Going  fat" 
and  landing  successfully. 

Stiffy:  Grabbing  the 
board  during  a  jump,  with 
legs  straight  in  front. 

Switcbstance:  A  "fakie" 
while  doing  a  trick. 

Toeside:  Spinning 
counterclockwise  during  a 
trick,  if  you  are  "regular- 
footed." 

Note,  however,  that 
the  vibrant  vernacular  of 
snowboarders  is  chang- 


ing constantly.  HarperCol- 
lins was  planning  to  pub- 
lish a  guidebook  to  West 
Coast  snowboarding 
next  winter  called  Shred 
West.  "Shred"  means  to 
snowboard.  But  now  the  ti- 
de is  up  in  the  air.  "Shred 
is  already  passe  among 
snowboarders,"  says  co- 
author Sean  Wagstaff. 
"It  was  a  great  tide,  but 
it's  just  not  current  any- 
more." The  proper  term 
is  now  "ride,"  according  to 
Wagstaff.  -RL. 
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The  capital  markets  think  Russia  will  break 
the  De  Beers  diamond  cartel.  De  Beers' 
Harry  Oppenheimer  says  not  to  worry. 

The  rough  trade 


in  rough  stones 


AST  year  sales  of  rough  uncut  dia- 
londs  reached  a  record  S5  billion, 
/orldwide  retail  sales  of  diamond  jew- 
Jry  rose  15%  to  S50  billion,  also  a 
cord.  The  growth  continues  this  year. 
Against  such  numbers.  South  Afri 
i's  De  Beers,  controlled  by  Harry 
•ppenheimer  and  his  family,  should 
e  flying  high.  The  world's  largest 
iamond  mining  company,  De  Beers 
so  owns  the  Central  Selling  Organi- 
ition,  the  London-based  cartel  that 
arkets  most  of  the  world's  uncut 


m 


diamonds.  Last  year  the  cso  sold  $4.3 
billion  in  rough  diamonds  and  col- 
lected handling  fees  of  around  12%,  or 
S500  million.  Its  only  major  expense- 
is  the  $185  million  spent  yearly  on 
diamond  advertising  to  consumers 
worldwide.  Overall,  De  Beers'  total 
pretax  profit  for  1994:  S695  million. 
Vet  the  value  of  De  Beers'  equity 
has  sagged  by  a  third  since  last  Au- 
gust. The  company's  S7.9  billion 
market  capitalization  is  only  slightly 
higher  than  the  value  of  its  holdings  in 
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publicly  traded  sister  companies  An- 
glo American  Corp.  and  Minorco. 
The  breakup  value  of  De  Beers1  assets, 
by  the  company's  own  calculations,  is 
now  twice  the  current  market  value. 

The  problem  is  this:  De  Beers  is 
locked  in  a  battle  with  Russia  for 
control  of  the  world  market  for  uncut 
diamonds.  In  1990  Moscow  signed  a 
five-year  contract  with  De  Beers' 
Central  Selling  Organization.  Under 
the  deal,  De  Beers  guaranteed  the 
Russians  a  26%  share  of  all  diamonds 
sold  through  the  CSO  (worth  around 
$1  billion  a  year  in  foreign  exchange 
to  Moscow),  and  advanced  the  gov- 
ernment $1  billion. 

By  1993  the  Russians  were  cheat- 
ing. While  collecting  their  $1  billion  a 
year  from  diamond  sales  through  the 
cso,  the  Russians  were  selling  around 
1 .5  million  carats  in  uncut  diamonds, 
worth  around  $350  million  outside 
the  cartel,  direcdy  to  diamond  cutters 
in  Antwerp  and  Tel  Aviv — a  flagrant 
violation  of  the  contract  with  De 
Beers.  Last  year  the  figure  came  to 
nearly  $750  million. 

To  maintain  orderly  pricing,  the 
cso  ordered  the  major  diamond  pro- 
ducers outside  Russia  to  cut  or  stock- 
pile their  production.  Since  the  big- 
gest non-Russian  producer  was  De 
Beers  itself,  the  cso's  order  worked. 


By  1993  the  Russians  cheated, 
selling  diamonds  directly 
to  Antwerp  and  Tel  A\iv. 


Non-Russian  producers  sold  just  85% 
of  their  total  production  last  year 
through  the  cso.  The  remainder  has 
been  stockpiled  at  the  mines.  Uncut 
diamond  prices  remained  firm. 

But  what  lies  ahead?  The  De 
Beers/Moscow  diamond  marketing 
agreement  signed  in  1990  expires  in 
December.  The  Russians  are  now  de- 
manding an  increase  in  their  share  of 
(  so  sales,  to  33%  from  26%,  and  the 
right  to  sell  a  large  volume  of  stones 
directly  to  diamond  dealers.  In  effect, 
this  would  give  the  Russians  as  much 
as  half  the  total  world  market. 

If  De  Beers  doesn't  give  them  what 
they  want,  the  Russians  claim  they'll 
increase  their  sales  outside  the  (  si  > 
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De  Beers  versus  the  Russians 

cartel.  Postures  Sergei  Oulin,  a  senior 
official  at  Almazy  Rossi-Sakha,  the 
Moscow- based  body  that  oversees  all 
Russian  diamond  sales:  "We  have  no 
plans  to  cut  back  our  sales  this  year 
outside  the  De  Beers  channel." 

The  Russians,  Sergei  Oulin  con- 
firms, are  also  threatening  to  sell  in 
Antwerp  and  Tel  Aviv  larger  uncut 
gemstones.  The  larger  stones — 3  car- 
ats and  up — are  a  major  source  of 
cso's  profits. 

Is  De  Beers  worried?  Not  much. 

"•I  keep  reading  nowadays  about 
how  the  diamond  trade  and  De  Beers 
with  it  is  going  to  be  destroyed,  per- 
haps by  the  Russians,  or  as  a  result  of 
new  discoveries  in  Canada,  or  by  God 
knows  what,"  Harry  Oppenheimer 
told  De  Beers  employees  in  Decem- 
ber as  he  retired,  after  60  years,  from 
De  Beers'  board.  "Nothing  of  the 
sort  is  going  to  happen.  The  demand 
in  the  world  for  diamonds  is  stronger 
and  more  firmly  established  than  it's 
ever  been,  and  we  have  faced  much 
greater  risks  in  the  past." 

Privately,  De  Beers  executives  say 
Russia  has  a  problem.  It's  running  out 
of  diamonds  to  sell.  De  Beers  engi- 
neers are  among  the  few  Westerners 
to  have  actually  visited  the  diamond 
mines  in  the  northeastern  Siberian 
Republic  of  Sakha.  The  mighty  Mir 
mine  is  now  flooded  with  salt  brines, 
making  commercial  mining  impossi- 
ble. The  other  big  Sakhan  mine, 
Udachnaya,  has  been  producing  for 
almost  30  years;  diminishing  returns 
set  in  long  ago.  Overall,  Russia's  dia- 
mond production  peaked  a  decade 


Russia's  once  mighty  Mir  diamond  mine 
Now  flooded  and  unworkable. 


ago  at  22  million  carats.  Last  year's 
output  was  12  million  carats,  only 
25%  of  which  are  quality  gemstones. 
With  Russian  sales  last  year  double 
Russia's  total  mine  output,  a  large  and 
growing  percentage  of  Russia's  dia- 
monds are  clearly  coming  out  of 
stockpiles.  De  Beers  insiders  believe 
these  stockpiles  will  be  substantially 
depleted  within  five  years.  During  this 
time,  De  Beers  expects  the  worldwide 
diamond  jewelry  market  to  grow 
more  than  enough  to  absorb  all  Rus- 
sian sales  without  weakening  the  Cen- 
tral Selling  Organization  price,  and 
without  forcing  De  Beers  to  increase 


Diamonds 
into 
thin 
aii* 


Along  with  dumping 
uncut  diamonds  in  Ant- 
werp and  Tel  Aviv,  the 
Russian  government  is  try- 
ing to  develop  its  own  di- 
amond cutting  and  polish- 
ing business  in  the  West. 

Last  year  the  Russian 
government,  together  with 
an  American  partner,  set 
up  a  diamond  cutting  com- 
pany called  Golden  ADA 
in  downtown  San  Francis- 
co. Golden  ADA  imported 
at  least  $88  million  in  uncut 
diamonds  from  official 
Russian  stockpiles  last  year. 


But  according  to  offi- 
cials at  Almazy  Rossi- 
Sakha,  Russia's  diamond 
mining  and  selling  consor- 
tium, the  money  earned 
from  the  sale  of  these  dia- 
monds has  disappeared 
without  a  trace — probably 
into  the  pockets  of  Rus- 
sian bureaucrats  who  are  in 
charge  of  minding  the  di- 
amond stockpile  back 
home. 

Some  of  Russia's  legis- 
lators are  demanding  an 
investigation. 
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its  own  stockpiles.  Peter  Miller, 
respected  London- based  mining  ana 
lyst  with  the  Canadian  brokerag 
house  of  Yorkton  Securities,  predic 
prices  for  rough  diamonds  will  in 
crease  by  40%  during  this  period,  a 
demand  continues  to  roar  ahead  i| 
South  Korea,  Thailand  and  Taiwan. 

Doesn't  Russia  have  many  unex 
ploited  deposits  of  diamonds?  Yes 
but  Russians  need  capital  and  tech 
nology  to  develop  them.  The  mos 
promising  deposit,  the  Jubilee  pipe 
near  the  old  Udachnaya  mine,  need 
at  least  $200  million  to  complete  th 
ore  processing  facilities.  No  Wester 
mining  company  or  bank  is  likely  t 
risk  this  amount  of  capital  until  th 
Russians  reach  a  new  agreement  witi 
De  Beers. 

Here's  one  likely  unfolding  c 
events:  De  Beers  will  play  tough  witi 
the  Russians  for  another  few  years,  i 
essence  forcing  them  to  exhaust  the: 
stockpiles.  Then  De  Beers  will  offer  t 
assist  the  Russians  in  developing  th 
Jubilee  pipe,  in  return  for  real  loyalt 
to  the  CSO  cartel.  The  Jubilee  dis 
monds  would  come  to  market  in  larg 
volumes  around  2005,  at  a  time  whe 
many  current  mines  in  southern  Afr 
ca  and  Australia  will  be  winding  dovv 
production. 

In  the  Oppenheimers,  the  Russiar 
have  picked  the  wrong  people  t 
fight.  ■ 
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That's  the  philosophy  behind 
World  Business  Class,"  from  KLM 
and  Northwest  Airlines.  So  we  added 
nearly  50%  more  legroom  and  recline 
for  more  personal  space  than  any 
other  worldwide  airline. 


SiSife 


Plus  personal  videos,  innovative 
menus  and  other  amenities  designed 
to  help  you  stretch  out  and  relax. 
Enjoy  more  comfort  to  more  of  the 
world.  Call  your  travel  agent.  KLM. 
or  Northwest  Airlines. 


@  NORTHWEST 
AIRLINES 

Some  People  Just  Know  How  to  Fly 
1  •  8    00    •447*4747 


klm  OrPSOTFS  World  Business  Class 

Northwest  recycles  over  5000  pairs  of  lost  &  undaimed  glasses   O 


Best  Buy  and  Circuit  City  now  rule 

appliance/electronics  retailing, 

and  some  of  their  big  suppliers  are  worried. 

"We  will  not  be  in 
a  national  chain" 


By  Marcia  Berss 

A  DECADE  AGO  41%  of  Whirlpool 
Corp.'s  appliances  were  sold  through 
Sears,  Roebuck  stores,  under  the 
Kenmore  name.  Then  hard-charging 
new  consumer  electronics  retail 
chains,  notably  Best  Buy  Co.  and 
Circuit  City  Stores,  went  after  Sears' 
customers.  As  Sears  stumbled,  so  did 
Whirlpool. 

Whirlpool  learned  a  lesson:  It's 
dangerous  to  rely  too  heavily  on  a 
single  customer.  Today,  after  Whirl- 
pool acquisitions  and  expansion 
abroad,  Sears  accounts  for  about  19% 
of  Whirlpool's  sales.  Now  Whirlpool 
and  other  leading  consumer  electron- 
ics manufacturers  are  applying  the 
lesson  to  $4.3  billion  (sales)  Best  Buy 
and  $5.1  billion  Circuit  City. 

In  November  Whirlpool  pulled  its 
leading  Whirlpool  brand-name  line 
from  Best  Buy.  (Whirlpool  still  sells  its 
lower-profit,  value  name,  Roper,  at 
Best  Buy.)  This  followed  General 
Electric's  1992  decision  to  stop  sup- 


Campo  Electronics  store  in  Birmingham,  Ala. 
It's  at  Campo,  not  at  Best  Buy. 


plying  its  major  appliances  to  the 
chain;  GE  now  sells  its  refrigerators 
and  dishwashers  through  local  and 
regional  merchants  (see  table). 

Electronics     maker    Hitachi     has 
stopped  supplying  Best  Buy;  so  has 


Divide  and  conquer 

Company 

Number 

Sales 

Net 

Return 

Debt/ 

Recent 

P/E 

headquarters 

of 
stores 

($mil) 

income 
($mil) 

on 
equity 

capital 

price 

Best  Buy/Minnesota 

204 

$4,325.6 

$51.0% 

16.0% 

67.3% 

21% 

18 

Circuit  City/Virginia 

348 

5,079.4 

151.9 

20  2 

39.3 
20.0 

22% 

14 

Campo  Electronics/Louisiana    27 

213.2 

4.7 

11.7 

Wa 

10 

The  Good  Guys/California 

60 

789.2 

15.1 

12.3 

0 

11% 

10 

Sun  Television/Ohio 

44 

697.1 

18.2 

13.4 

17.6 

8% 

8 

Tops  Appliance/New  Jersey 

8 

461.5 

0.2 

1.0 

66.7 

43/4 

158 

Figures  are  latest  12  months 

ended  Nov 

.  30  or  Dec 

31, 

except  for  Tops  Appliance's  debt/capital 

which  is  as 

of  Sept.  27. 

If  consumer  electronics  manufacturers  continue  to  pull  back 

from  the  national  retail  chains,  the  regional  chains  stand  to  benefit. 
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Kenwood.  All  this  helps  explain  why 
Best  Buy's  stock,  recently  211/4,  is  at 
half  its  1994  high. 

Circuit  City,  which  provides  a 
higher  level  of  customer  service  than 
Best  Buy,  has  been  hit,  too.  In  1993 
Mitsubishi  Electronics  America,  one 
of  Circuit  City's  top  ten  suppliers  and 
the  leading  producer  of  big-screen 
television  sets,  left  the  chain.  Circuit 
City  claims  it  pulled  the  plug,  as  Mi- 
tsubishi wasn't  competitive  in  tech- 
nology and  price.  But  Mitsubishi  says 
the  retailer  wasn't  providing  adequate 
sales  support.  Before  the  split,  Circuit 
City  had  been  Mitsubishi's  largest 
customer.  Circuit  City's  stock,  too,  is 
well  off  its  peak. 

Leaving  Circuit  City  doesn't  ap- 
pear to  have  hurt  Mitsubishi.  Accord- 
ing to  Jack  Osborn,  president  of  Mi 
tsubishi  Consumer  Electronics  Amer- 
ica, Mitsubishi  did  $608  million  ir 
sales  in  1993,  its  last  year  with  Circuit 
City.  Last  year  it  did  $739  million — 
without  adding  dealers  but  relying  or 
local  and  regional  retailers. 

Osborn  prefers  to  sell  through 
smaller  retailers  for  several  reasons 
He  says  they  offer  better  service.  Hd 
can  educate  their  salesmen  better  on 
features  of  his  big-ticket  goods,  ancv 
the  regional  and  local  merchants  teno 
to  live  up  to  their  promises  to  displa) 
Mitsubishi  merchandise.  Nor  del 
smaller  retailers  have  as  much  leverage 
as  the  national  chains  to  push  fo: 
lower  wholesale  prices.  Osborn:  "We 
will  not  be  in  a  national  chain." 

The  chains  realize  they  have  a  prob 
lem  on  their  hands  and  are  working  to 
redress  it.  Example:  Last  month  Bes 
Buy  announced  it  will  develop  a  nev 
merchandising  format  for  high-quali 
ty  audio  products.  The  reason,  say; 
Best  Buy  President  Brad  Anderson 
"We  could  not  land  some  of  th<t 
products  we  wanted." 

Not  all  manufacturers  are  troublet 
with  the  fast-growing  national  chains 
"We  have  no  problem  with  Best  Bu; 
and  Circuit  City,"  says  Franl 
McCann,  spokesman  for  Thomsoi 
Consumer  Electronics,  maker  of  RG 
televisions  and  a  leading  supplier  t< 
both.  But  for  every  Thomson  there's 
Whirlpool  or  Mitsubishi  that  ha 
shifted  more  business  to  smaller  mer 
chants.  As  Mitsubishi's  Osborn  put 
it:  "No  one  wants  to  become  hostag 
to  a  single  customer."  ■ 
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Announcing 
The  Chrysler-Plymouth 

National 
Minivan 

Sale! 


Up$ 

to 


Cash 
Back 


1,000 

°4.9%apr- 

from  Chrysler  Credit. 
In  total  get  up  to 

$2,100off. 


Plymouth  Voyager 


Plymouth  Grand  Voyager 


Chrysler  Town  &  Country 


Tlymoutd 


THE  MMVAN  STORE 


See  Your  Local  Chrysler-Plymouth  Dealer  Now. 

•Short-term  rate  for  qualified  buyers  through  Chrysler  Credit.  Longer  term  rates  available.  **$500-$1,000  Cash  Back.  Up  to  $1,100  option  pkg.  values  on  Grand  \byager  LE 
based  on  total  value  of  pkg.  items  vs.  usual  discounted  pkg.  MSRP.  On  new  "95  stock.  Always  wear  your  seat  belt. 
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And    MiCrOSOft    OffiCe   is  at  the  heart 


Microsoft    Office  is  more  than  just  the  world's 
best-selling  family  of  business  software.  It  is 
a  tool  of  massive  social  change. 

That's  because  it's  empowering  people  to 
do  all  sorts  of  things  they  never  dreamed  were 
possible.  For  instance,  with  Microsoft  Excel, 
an  idea  guy  can  now  make  sense  of  numbers. 
With  PowerPoint;  the  number-crunchers 
have  more  convincing  ways  to  express  them- 
selves. With  Word,  a  sculptor  can  craft  a 
compelling  argument  for  a  grant.  And  so  on. 
What  you  are  good  at  no  longer  limits  what 
you  can  accomplish. 

And  if  there's  something  you  wish  to  do 
that  you  can't  figure  out  even  with  our 
IntelliSense'technology  and  built-in  product 
help,  we  have  people  waiting  to  solve  your 
problem  for  no  extra  charge  by  phone.* 

This  is  the  ultimate  democracy. 

This  is  our  goal:  no  starving  artists,  no 
artless  businesspeople. 

'Support  for  Microsoft  Olfice  is  free  of  charge  in  Ihe  United  States  only. 
However,  normal  telephone  charges  apply.  For  more  information  about 
Office  call  1-800-881-9394,  dept.  QFR.<y  1995  Microsoft  Corporation. 
All  rights  reserved.  Microsoft  Office  Professional,  shown  here,  includes 
Microsoft  Excel.  Word,  PowerPoint  presentation  graphics  program, 
Microsoft  Access  and  a  workstation  license  for  Microsoft  Mail  (server 
and  software  must  be  acquired  separately).  Microsoft  and  PowerPoint 
are  registered  trademarks  and  "Where  do  you  want  to  go  today?"  and 
IntelliSense  are  trademarks  of  Microsoft  Corporation. 
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WHERE    DO    YOU    WANT   TO    CO    TODAY?" 


Passed  over  for  a  big  promotion  at 
Consolidated  Freightways,  Donald  Moffitt 
quit  and  went  sailing.  Then  his  old  boss  called. 

Full  circle 


nveli 

rate 


By  Kate  Bohner  Lewis 

In  the  summer  of  1990  Donald 
Moffitt  was  58  and  in  early  retire- 
ment. While  cruising  his  44-foot 
sloop  White  Bear  around  British  Co- 
lumbia's Gulf  Islands,  he  received  a 
distress  call  on  the  boat's  radiophone. 
It  was  his  former  boss,  Consolidated 
Freightways,  Inc.'s  chairman,  Ray- 
mond O'Brien.  Would  Moffitt  please 
come  home?  O'Brien  begged. 

Moffitt  smiled.  His  career  was  sud- 
denly coming  full  circle.  He  had  spent 
33  years  at  Consolidated,  the  last  10 
as  the  company's  top  financial  officer. 
But  in  1988  O'Brien  promoted  Mof- 
fitt's  rival,  Lary  Scott,  to  Consoli- 
dated's  number  one  spot.  Passed 
over,  Moffitt  quit.  After  spending 
most  of  the  next  2  years  rebuilding 
Circle  Express,  a  troubled  regional 
trucker,  he  retired  to  his  sailboat. 

And  now  O'Brien  wanted  him 
back.  Moffitt  set  White  Bear's  course 
for  Victoria,  B.C.  and  flew  immedi- 
ately to  San  Francisco. 

Arriving  at  Consolidated's  head- 
quarters in  Palo  Alto  still  in  his  sailing 
gear,  he  listened  as  O'Brien  filled  him 
in  on  the  grim  news.  Consolidated's 
core  trucking  business  was  eking  out  a 
profit. 

But  Emery  Worldwide,  an  over- 
night delivery  service  and  cargo  com- 
pany that  Consolidated  acquired  in 
1989,  had  consumed  all  of  Consoli- 
dated's cash  and  was  now  deep  in  the 
red.  Chemical  Bank  was  demanding 
payment  of  $85  million  in  fees  on  a 
promised  $900  million  interim  loan. 
Consolidated,  O'Brien  feared,  was 
about  to  default  on  its  outstanding 
commercial  paper. 

"The  more  I  heard,  the  worse  it 
got,"  Moffitt  recalls.  "I'd  left  Con- 
solidated with  $300  million  in  cash  on 
the  books,  and  boom!  We  were  only  a 
heartbeat  away  from  the  B-word." 

Over  the  next  72  hours  O'Brien 
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persuaded  Moffitt  to  take  his  old  job 
back.  A  month  later  Moffitt's  old 
nemesis,  Lary  Scott,  was  gone,  and 
Moffitt  was  named  president  and 
chief  executive  officer. 

Moffitt's  first  order  of  business  was 
Consolidated's  ability  to  meet  its 
commercial  paper  obligations.  The 


Chemical  loan,  he  figured,  would 
hurt  the  company  far  more  than  help 
it.  "They  [Chemical]  were  structur- 
ing a  loan  we  couldn't  possibly  get  out 
from  under,"  says  Moffitt. 

After  sending  the  Chemical  bank- 
ers packing,  he  decided  Consolidated 
could  weather  its  commercial  paper 
problems  with  a  $75  million  credit 
line.  He  secured  the  line  from  Bank  ol 
America  on  favorable  terms  after  pit- 
ting BofA  against  Citibank  for  the 
business. 

Breathing  easier,  Moffitt  turned  tc  j  pjr 
Emery  Worldwide.  Purchased  foi 
$489  million,  the  $1.2  billion  (reve- 
nues) unit  was  losing  money  at  a  rate 
of  $97  million  a  year.  The  diagnosis 
was  simple:  Fixed  costs  were  too  high 
cargo  volumes  too  low.  Federal  Ex- 
press, for  example,  picked  up  more 
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envelopes  at  New  York's  World  Trade 
Center  each  day  than  Emery  picked 
up  in  all  of  New  York  State.  Emery 
paid  S16  per  pound,  on  average,  to 
pick  up  and  deliver  an  envelope  for 
which  it  charged  just  S6  a  pound. 

"I  think  [the  board]  thought  I 
would  dump  [Emery],"  says  Moffitt. 
Instead,  he  and  Emery  Chief  Execu- 
tive Roger  Curry  took  Emery  out  of 
the  letter-mail  and  small-package  seg- 
ments of  the  overnight  deliverv  busi- 
ness where  Federal  Express  and  Unit- 
ed Parcel  Service  were  the  leaders. 
They  concentrated  their  resources  on 
overnight  deliver}'  of  mid-  and  heavy- 
weight  freight,  packages  weighing 
over  70  pounds. 

To  build  volume,  Moffitt  and  Cur- 
ry introduced  an  incentive  program 
that  paid  big  bonuses  to  salespeople 


Chief  Executive 
Donald  Moffitt  (left) 
and  Emery 
turnaround  artist 
Roger  Curry 
Says  Moffitt: 
"I'd  left 
Consolidated 
with  $300  million 
in  cash  on  the 
books,  and  boom! 
We  were  only 
a  heartbeat 
away  from 
the  B-word." 


who  brought  in  new  clients.  In  the 
first  two  years  of  the  program  reve- 
nues increased  37%.  Last  year  some 
S20  million  in  profits  were  split 
among  Emery's  nonunion  workers 
and  management.  Average  payout: 
S3,421  per  employee.  "People  re- 
spond when  they  know  they'll  get  a 
piece  of  the  action,"  says  Moffitt. 

Not  everyone  got  a  piece.  To  in- 
crease Emery's  operating  leverage, 
Moffitt  and  Curry  told  each  of  Em- 
ery's 50  managers  to  fire  staff,  shrink 
terminal  space  or  whatever  else  was 
necessary'  to  reduce  expenses.  Within 
18  months  this  cut  more  than  2,000 
of  Emery's  employees  (total  employ- 
ment is  now  8,000)  and  carved  over 
S200  million  out  of  Emery's  cost 
structure. 

The    medicine    took.    Last    year 


Emery's  operating  profits  rose  to  $77 
million — a  S205  million  swing  from 
when  Moffitt  rejoined  his  old  compa- 
ny. After  signing  an  S880  million, 
ten-year  contract  with  the  United 
States  Postal  Service  last  year,  Emery 
now  has  24%  of  the  over- 70-pound 
freight  market.  Its  nearest  rival,  Bur- 
lington Air  Express,  has  a  13%  share. 

United  Parcel  Service  and  Federal 
Express  have  both  announced  plans 
to  deliver  heavier  freight  by  air,  but 
now  they'll  be  trying  to  catch  Emery. 
Demonstrating  its  new  muscle,  Em- 
cry  announced  a  7.2%  general  rate 
increase  last  October. 

With  Emery  back  in  the  black,  Mof- 
fitt began  tackling  the  problems  in 
Consolidated  Freightways'  $2.1  bil- 
lion (revenues)  long-haul-trucking 
business.  For  help  he  named  Roger 
Curry  president  of  the  trucking  divi- 
sion last  July.  "That  was  his  reward  for 
fixing  up  Emery,"  laughs  Moffitt. 


Restoring  Consolidated's  union- 
ized trucking  operation  to  health 
was — and  still  is — a  tall  order.  Since 
1988  Consolidated's  long-haul  profit 
margins  have  dropped  from  6.5%  to 
1.5%  in  1993.  Despite  a  strong  econ- 
omy, the  business  lost  S46  million  last 
year,  thanks  largely  to  a  24-day  Team- 
sters strike  last  April. 

The  fundamental  problem  is  this: 
Regional  nonunion  carriers  like  Vi- 
king Freight  have  taken  business  away 
from  big  unionized  carriers  like  Con- 
solidated largely  because  the  non- 
union outfits  can  use  rail  transport  to 
make  their  route  systems  more  effi- 
cient. Consolidated  would  like  to  do 
this,  too.  But  the  Teamsters'  master 
contract  has  limited  the  amount  of 
unionized  truckers'  freight  that  can 
be  handled  by  rail  to  just  8%. 

But  things  are  looking  up.  Last 
June  the  Teamsters  signed  a  new  four- 
year  master  contract  that  will  allow 
Consolidated  to  move  up  to  28%  of  its 
freight  on  the  rails.  Meanwhile,  Mof- 
fitt is  expanding  Consolidated's  own 
nonunion  regional  carrier,  Con-Way 
Transportation  Services.  Started  in 
1983,  Con-Way  is  a  $1  billion  (reve- 
nues) operation  that  earned  $111 
million  in  operating  profits  last  year. 

While  Consolidated's  unionized 
trucking  operation  isn't  out  of  the 
woods,  it's  on  the  right  track.  Wall 
Street  analysts  estimate  the  unit 
earned  over  $2  million  in  January,  its 
first  monthly  profit  since  October. 

Overall,  Wall  Street  analysts  think 
Consolidated  will  earn  S2.20  a  share 
($105  million)  this  year,  up  from  $1  a 
share  last  year  and  a  string  of  losses  in 
1990,  1991  and  1992.  Revenues 
should  rise  by  8%  to  10%,  to  around 
$5  billion.  In  December  Consoli- 
dated's board  expressed  its  optimism 
by  initiating  a  40-cent-a-year  divi- 
dend, the  first  payout  since  1990. 
Recently  at  237/s,  Consolidated's 
stock  has  more  than  doubled  since 
Moffitt  rejoined  the  company.  His 
personal  holding  has  appreciated  by 
some  S5  million. 

Whatever  happened  to  Moffitt's 
old  rival,  Lary  Scott?  For  almost  two 
years  he  has  been  trying  to  turn 
around  another  big  trucker,  Carolina 
Freight,  so  far  without  much  success. 
Its  stock  has  dropped  by  half  since 
Scott  signed  on.  Moffitt  grins  broadly 
at  the  irony.  ■■ 
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In  the  spirit  of  Jonathan  Swift, 

here's  another  way  of  dealing  with  the  peso  crisis. 

A  Modest  (?) 
Proposal 


By  Peter  Brimelow 

While  waving  farewell  to  $20  bil- 
lion of  U.S.  taxpayers'  money  as  it 
starts  its  perilous  trip  South  of  the 
Border  under  the  terms  of  the  Clinton 
Administration's  Mexican  peso  bail- 
out, we   can't  help  pondering  this 


Modest  Proposal: 

Wouldn't  it  be  simpler  to  go  back 
to  one  of  the  early  versions  of  the 
1853  Gadsden  Purchase — and  just 
buy  Baja  California?  (See  map.) 

James  Gadsden  was  sent  to  Mexico 


Why  not? 


In  1853  James  Gadsden  made  four  proposals  for  Mexican  territory:  offer  (1)  $50 
million;  (2)  $35  million;  (3)  $30  million;  (4)  $20  million.  In  the  end  the  Mexicans 
accepted  $15  million  for  what  is  substantially  proposal  4.  Congress  then  niggled 
the  amount  down  to  $10  million,  provoking  the  Mexicans  to  withdraw  the  areas 
now  south  of  the  present  border. 

Source:  Border.  The  U.S. -Mexico  Line,  by  Leon  C.  Metz  (Mangan  Books,  1989). 
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by  President  Franklin  Pierce,  charged 
with  buying  enough  land  for  a  trans- 
continental railroad  route  around  the 
Rockies.  But  American  and  Mexican 
negotiators  also  discussed  more 
sweeping  alternatives  that  suggest 
Baja  California  was  then  valued  at 
around  $10  million. 

That  $10  million  adds  up  to  about 
$180  million  in  today's  purchasing 
power.  And  it  represented  a  propor- 
tion of  U.S.  1853  GDP  that  by  a  happy 
coincidence  is  now  equivalent 
to  .  .  .  $23  billion! 

With  more  than  1,600  miles  of 
coastline,  Baja  California  is  a  real  es-l 
tate  developer's  dream.  They  could  I 
really  create  value.  One  way  or  anoth-l 
er  the  desert  might  be  made  to| 
bloom — or  at  least  generate  healthy 
tax  revenues. 

Only  about  2  million  Mexicans  live 
in  Baja,  mostly  in  three  border-area| 
cities.  And  in  1990  there  were  well 
over  4.3  million  Mexicans  living  in 
the  U.S.,  legally  and  illegally.  AboutJ 
250,000  more  setde  here  each  year. 

So  we're  getting  the  Mexicans.  And 
parting  with  the  money.  How  about 
the  land? 

Linda  Chavez,  the  former  Reagan 
Administration  official  who  now. 
heads  Washington's  Center  for  Equal 
Opportunity,  belongs  to  one  of  those 
Mexican  families  that  never  came  tc 
the  U.S. — the  U.S.  came  to  them, 
when  it  acquired  northern  New  Mexi- 
co. "The  best  thing  that  ever  hap- 
pened to  us,"  she  says  flatly. 

And  Chavez  guesses  that  Baja  Cali- 
fornians  would  agree,  if  they  ever  gol 
a  chance  to  vote  on  joining  the  U.S' 
And  she  notes  that  the  Colorado  Riv- 
er would  be  a  better  barrier  againsi 
illegal  immigration. 

Asks  Chavez:  "Why  not?" 

Purchases,  of  course,  are  out  o:< 
fashion  nowadays.  But  in  the  19th 
century,  the  U.S.  peacefully  acquirec 
the  Mississippi  Valley,  Florida,  Alas 
ka.  .  .  .  And  recently,  in  1992,  Waltei 
Russell  Mead  of  New  York's  New 
School  caused  something  of  a  stir  b) 
proposing  in  World  Policy  Journn 
that  the  U.S.  bid  for  Siberia. 

Intolerable  insult  to  a  sovereigr 
nation?  More  so  than  micromanaginj 
its  finances  and  hypothecating  its  oi 
revenues,  as  the  Clinton  Administra 
tion  expects  to  do  to  Mexico? 

Well,  we  just  thought  we'd  ask 
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If  Social  Security  were  run  by  private  business  people, 
they  would  have  been  locked  up  long  ago. 

A  legal  con  game 


BY  THOMAS  SOWELL 


Dr.  Thomas  Sowell  is  an  economist 

and  a  senior  fellow  at  the  Hoover  Institution 

in  Stanford,  Calif. 


Even  the  most  gung  ho  budget- 
cutters  in  Washington  make  it  a  point 
to  say  that  Social  Security  is  off-limits. 
From  a  purely  political  point  of  view, 
it  is  easy  to  see  why.  People  who  are 
retired  and  dependent  for  at  least  part 
of  their  support  (or  amenities)  on 
their  Social  Security  checks  would  of 
course  be  outraged  and  up  in  arms  if 
the  federal  government  reneged  on 
its  promises  and  pulled  the  rug  out 
from  under  them. 

While  this  is  the  strongest  argu- 
ment against  cutting  Social  Security, 
it  is  also  the  most  transient  argument. 
If  we  are  trapped  by  the  promises  of 
the  past,  we  can  at  least  stop  making 
the  same  promises  for  the  future. 
Assure  all  those  currently  receiving 
Social  Security  checks  that  they  will 
not  lose  one  red  cent.  Say  it  loud  and 
clear.  Say  it  on  every  appropriate  occa- 
sion and  on  a  few  inappropriate  ones. 

Give  the  same  assurances  to  those 
within  a  decade  of  their  eligibility  for 
Social  Security.  But  there  is  no  reason 
to  continue  forever  subsidizing  every- 
one who  reaches  a  certain  age — and  it 
is  certainly  unconscionable  to  do  so 
with  a  regressive  tax  on  the  young, 
who  generally  have  lower  incomes 
and  fewer  assets  than  their  elders, 
whom  they  are  subsidizing. 

If  there  are  elderly  people  who  are 
needy,  let  them  be  subsidized  out  of 
general  revenues,  from  which  a  transi- 


60 


tional  phaseout  of  Social  Security 
could  also  be  financed. 

Among  those  who  want  Social  Se- 
curity to  be  left  alone,  Senator  Dan- 
iel Patrick  Moynihan  makes  the  case 
as  well  as  it  can  be  made  when  he  says 
that  "welfare  is  not  the  idea  behind 
Social  Security,"  that  it  was  "envi- 
sioned from  the  beginning  as  a  so- 
cial-insurance program"  and  that 
"contributory  insurance"  is  not  the 
same  thing  as  an  "entitlement."  But 
even  this  strongest  case  cannot  with- 
stand scrutiny. 

What  does  it  matter  what  Social 
Security  was  envisioned  as?  I  may 
envision  myself  as  another  Rudolf 
Nureyev,  but  that  will  not  stop  others 
from  saying  that  I  am  a  klutz  on  the 
dance  floor. 

As  for  the  argument  that  people 
who  have  put  contributions  in  are  not 
welfare  recipients  when  they  take 
money  out,  that  of  course  all  depends 
on  how  much  they  put  in  and  how 
much  they  take  out.  I  have  been 
faithfully  putting  money  into  a  local 
bank  for  more  than  a  decade,  but  if  I 
present  the  teller  with  a  withdrawal 
slip  for  a  million  dollars,  the  bank  is 
not  about  to  honor  it. 

Even  if  I  were  as  eloquent  as  Sena- 
tor Moynihan,  it  would  remain  stub- 
bornly unconvinced  and  remind  me 
that  I  never  put  a  million  in. 

The  clincher  for  those  who  argue 
like  Senator  Moynihan  is  that  Social 
Security  is  currently  running  a  surplus 
and  that  its  reserve  is  expected  to  reach 
$3  trillion  by  the  year  2020.  Even  if  we 
assume  that  foresight,  like  hindsight,  is 
20/20,  there  is  still  a  lot  less  to  this 
argument  than  meets  the  eye. 

All  of  us  can  run  a  surplus,  if  we  are 
allowed  to  count  all  our  assets  and 
ignore  enough  of  our  liabilities.  No 
insurance  company  can  make  up  its 
own  accounting  rules,  ignore  its  ac- 
crued liabilities  represented  by  the 
policies  it  has  promised  to  pay  off, 
and  say  that  it  has  a  surplus  whenever 


the  money  it  takes  in  during  the 
morning  covers  the  checks  it  writes 
in  the  afternoon. 

As  for  the  assets  of  the  Social 
Security  fund,  $3  trillion  is  certainly 
a  lot  of  money — but  not  if  you  owe 
$4  trillion. 

The  words  "insurance"  and  "con- 
tribution"— as  in  the  Federal  Insur- 
ance Contributions  Act  (fica) — are 
among  the  political  strokes  of  genius 
which  have  made  Social  Security  sacro 
sanct.  Like  so  much  political  genius 
these  words  represent  pure  fraud. 

The  word  "insurance"  serves  the 
political  purpose  of  removing  the 
onus  of  its  being  a  handout  like  wel- 
fare or  other  entitlement  programs 
But  a  genuine  insurance  system  col 


The  Social  Security 
system  is  not  insurance 
but  a  pyramid  scheme 


lects  money  and  invests  it  in  asset:1 
which  cover  its  liabilities.  The  Socia 
Security  system's  assets  have  neveii 
covered  its  liabilities.  It  is  not  insur 
ance  but  a  pyramid  scheme  in  whicl 
those  who  enrolled  earlier  get  what  i 
paid  in  by  those  who  enroll  later. 

This  worked  like  a  charm  as  long  a 
the  pyramid  kept  expanding,  with  th< 
baby  boomers'  contributions  beinj 
used  to  support  the  smaller  genera 
tion  before  it.  Not  only  could  the  firs 
generation  receive  back  far  more  thai 
it  put  in,  all  sorts  of  new  goodies  coul( 
be  added  to  the  Social  Security  pn> 
gram  by  a  bountiful  Congress.  Bui 
when  the  baby  boomers  themselve 
reach  their  retirement  age,  the  systen 
will  be  faced  with  the  same  financial 
problems  as  other  pyramid  scheme 
when  the  pyramid  stops  growing. 

Senator  Moynihan  says  that  am 
future  problems  can  be  taken  care  c 
if  we  just  "bump  up  the  contribution 
rate  a  little."  But  why  is  such  "bump 
ing  up"  even  necessary,  if  all  the  tai 
about  a  "surplus"  and  about  peopl 
getting  back  what  they  contributed  i 
not  just  political  smoke  and  mirrors: 

If  a  system  is  said  to  be  sound  be 
cause  it  can  always  be  rescued  later  wit 
more  tax  money,  then  the  same  coul 
have  been  said  of  the  savings  and  loa 
industry  before  its  debacle.  ■ 
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CD-ROM  TO  GO 


AT  A  PRICE  YOU  CAN  TAKE. 


Built-in  power  supply: 

Engineered  for  ultimate  portability, 
there's  no  bulky  external  AC  adapter 
to  carry,  just  a  slim  power  cord. 


Multimedia  to  go:  You  can  now  perform  interactive 
multimedia  presentations,  retrieve  in/ormation  from 
large  databases  and  run  the  hottest  educational  and 
entertainment  software  -  wherever  you  go. 
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Sate/fife  Pro  The  NewT2150CD  Series.  Multimedia  all  packed  up  and  ready  to  go. 

(£T  7^  Q*    The  affordable  new  Toshiba  Satellite  Pro"  T2150CD  Series  with  a  built-in  CD-ROM 
%J/*^  g  ^Tm        drive  is  the  ultimate  in  performance  and  portability.  It  has  a  super-quick  75MHz 
Pn^smmngat         processor  and  an  AccuPoint ™  integrated  pointing  device.  Plus  it's  loaded  with  every- 
thing you  need  for  dynamic  multimedia  presentations,  including  built-in  stereo  sound  and  a  brilliant  10.4" 
diagonal  color  display.  Call  1-800-457-7777  for  your  nearest  dealer. 


T2150CDT 

•  1 0.4'  dia.  color  active  matrix  display 

•  8MB  RAM  expandable  to  32MB 

T2150CDS 

•  10.4'  dia.  color  DSTN  dual-scan  display 
•4MB  RAM  expandable  to  28MB 

BOTH  MODELS 

•  75MH:  Intel DX4",  3.3v 

:  •  520  Million  Bytes  (=500MB)  HDD 


» Integrated  5.25"  CD-ROM  dnve 

•  Integrated  math  coprocessor 
•1 6KB  of  cache 

•Two  stacked  PCMCIA  (PC  > 
slots  (two  Type  1-11  or  one  Type  III) 

•  AccuPoint"  integrated 
pointing  device 

» VL  local-bus  video 

» Integrated  graphics  accelerator 

•  External  3.5"  floppy  drive  included 


» NiMH  battery  with  Toshiba 
MaxTime"  Power  Management 

» Audio  jacks:  headphone/speaker, 
microphone 

•  Sound  Blaster "  Pro  compatible, 
.WAV  and  MIDI  sound  support 

» Pre-installed  software:  MS-DOS*, 
Microsoft  Windows"  or  Windows 
for  Workgroups',  Video  for  Wind*  iws  ' 
Run  Time  and  Indeo~  video 


•6.9  lbs. 

'Multimedia  help  kit 
>  3  year  limited  warranty 
» Toll-free  Technical  Support  - 
7  days  a  week,  24  hours  a  dn\ 
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In  Touch  with  Tomorrow 

TOSHIBA 


©1995  Toshiba  America  Information  Systems,  Inc.  The  Intel  Inside  logo  is  a  tradematk  ot  Intel  Corporation.  All  products  indicated  by  trademark  symbols  are  trademarked 
and/or  registered  by  their  respective  companies.  *TZ150C0S.  Reseller  prices  may  differ.  All  prices  and  specifications  are  subject  to  change.  Shipping,  handling,  and  applicable  sales  tax  not  included. 


Not 


why 


A  promise  to  teach  you  the  value  or  standing  up  ior  what  you  helieve  in. 


A  promise  I'll  rememher  it's  never  too  early  in  the  day  to  eat  ice  cream. 


A  promise  to  watch  over  you  now  and  always. 


Nothing  binds  us  one  to  the  other  like  a  promise  kept.  For  more  than  140  years,  we've  been 
helping  people  keep  tbeir  promises  by  ensuring  we  have  the  financial  strength  to  keep  ours.  That's 
why  families  and  businesses  rely  on  us  to  insure  tbeir  lives,  their  health  and  their  financial  future. 

Life  &  Disability  Insurance  't  Annuities  ♦  Group  Life  &  Health  Insurance  +  Pension  &  Retirement  Products  ♦  Investment  Management 
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We  help  you  keep  your  promises. 
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Kim  and  Sue  Fowler  have  this  in  common 

with  Ted  Turner:  They're  among  the  growing  number 

of  Americans  who  are  getting  into  raising  buffalo. 

Bison  meisters 
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By  Robert  La  Franco 

Kim  Fowler  is  showing  a  guest  35 
buffalo  grazing  passively  on  tall  grass 
on  his  160-acre  ranch  in  central  Ore- 
gon. Spooked  by  the  visitor,  a  1,200- 
pound  bull  bison  bursts  into  a 
charge,  crashing  through  a  battered 
barbed-wire  fence  and  leaping  into 
the  next  field.  The  other  bison  thun- 
der after  him. 

"They  get  a  little  nervous  around 
strangers,"  sighs  Fowler  as  he  scoots 
his  guest  into  his  pickup  truck  and 
begins  pursuing  his  wayward  herd. 

Fowler,  35,  is  an  urban  dropout. 
Three  years  ago  he  and  his  wife  Sue 
were  working  18-hour  days  at  their  kf 
Construction,  a  litde  construction 
firm  in  San  Diego.  When  the  bottom 
fell  out  of  southern  California's  real 
estate  market,  they  shut  down  their 
business  and  moved  to  Bend,  Ore., 
Fowler's  hometown.  Their  principal 
possessions:  a  $1  million  cash  nest  egg 
and  dreams  of  a  serene  country  life 
raising  exotic  animals. 

The  Fowlers  considered  emus,  os- 
triches, llamas  and  elk,  but  concluded 
that  there  was  no  active  retail  market 
for  the  meat. 

Then  they  discovered  the  virtues  of 
buffalo.  Bison  meat,  they  found, 
tastes  richer  than  beef  but  has  79%  less 
fat,  making  it  an  interesting  product 
for  aging,  health-conscious  consum- 
ers. Moreover,  buffalo  are  wild  ani- 
mals whose  gene  pool  still  bubbles 
with  natural  instinct.  That  makes 
them  tough  to  control  but  easy  to 
raise.  Buffalo  pace  their  eating,  can 
survive  winter  storms  without  shelter, 
require  very  little  veterinary  care  and 
don't  need  any  special  kind  of  feed. 

Still  another  advantage:  The  mar- 
ket for  bison  meat  is  in  its  infancy,  and 
demand  currently  outstrips  supply. 

The  Fowlers  are  not  alone.  The 
National  Bison  Association  has  2,300 
members  today,  compared  with  the 
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several  hundred  members  two  nation- 
al bison  organizations  had  ten  years 
ago.  Most  of  the  ranchers  have  herds 
of  fewer  than  100  animals. 

There  are  only  a  handful  of  big 
players  in  the  market,  but  their  pres- 
ence dominates  the  business.  The 
largest  player  is  media  tycoon  Ted 
Turner,  whose  ranches  are  home  to 
more  than  7,500  bison.  One  of  the 


oldest  bison  ranches,  the  Durhar 
Ranch  in  Wyoming  owned  by  Ric 
and  Bud  Flocchini,  has  over  4,00 
animals,  and  Willis  McFarlane's  Der 
ver  Buffalo  Co.  has  1,000. 

"We'll  need  to  more  than  doub 
the  number  of  animals  there  are  b< 
fore  we  can  start  marketing  thei 
nationally,"  says  Robert  Dineen, 
meatpacker  who  heads  the  Nation 
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The  Fowlers'  brood 
Lean  meat  for  a 
health-conscious 
society. 


Sue  and  Kim 
Fowler  with 
their  buffalo 
herd  dog,  Hank 
They  gave  up 
18-hour  days  to 
raise  bison  in 
the  Northwest. 
The  returns  on 
capita!  aren't 
great  but  Fowler 
says:  "I  virtually 
don't  work." 


"-;  Sison  Association's  annual  auction. 


Right  now  we  slaughter  just  10,000 


'■■  \   lead  a  vear.  If  we  marketed  all  that  on 


he  East  Coast,  there  just  wouldn't  be 
nough  to  go  around." 

The  ranchers  get  over  S2  a  pound 

or  bison,  more  than  twice  the  price 

attle    ranchers    get    for    beef.    But 

here's  plenty  of  fat  in  the  retail  mar- 

^-'    jns,  if  not  in  the  meat. 
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Currendv  most  bison  meat  is  sold 
in  the  West  by  ranchers  directly  to 
private  parties  who  buy  in  bulk  quan- 
tities averaging  S400  or  so  for  about 
110  pounds  of  meat.  But  there  are  a 
growing  number  of  restaurants  and 
supermarkets,  East  and  West,  that 
now  stock  bison  steak  and  bison  bur- 
ger as  specialty  products.  The  steaks 
generally  retail  at  $23  to  $29  a  pound 
for  a  tenderloin;  ground  bison  goes 
for  around  $5  a  pound. 

Reflecting  these  prices  and  mar- 
gins, bison  are  rising  in  value.  In 
January,  at  the  nba's  annual  auction, 
bulls  sold  at  an  average  price  of 
$3,721,  up  from  S2,206  in  1994. 
Cows,  which  become  fertile  at  age 
two  and  can  produce  calves  for  20 
vears,  cost  around  S3, 800. 

Attracted  by  all  these  numbers,  the 
Fowlers  started  their  Skyline  Bison 
Ranch  in  December  1993.  Getting 
the  business  going  wasn't  cheap. 
Their  land  (and  a  1,400-square-foot 
home)  cost  S325,000.  They  shelled 
out  another  S 1 00,000  for  35  animals, 
plus  fencing  and  assorted  handling 
equipment.  Annual  operating  ex- 
penses— for  water,  hay  and  the  like — 
total  some  SI 2,000. 

Income?  Last  year  Skyline  had  its 
first  slaughter  (four  head)  and 
through  local  newspaper  ads  sold 
about  S8,500  worth  of  meat  to  local 
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buyers. 

Next  year  they  expect  to  earn  an- 
other $15,000  selling  15  calves  (the 
herd  at  its  current  size  can  produce  1 5 
a  year)  and  around  $800  for  the  wool 
the  animals  shed  in  the  summer  and 
the  skulls  and  hides  of  slaughtered 
animals. 

Bottom  line:  Last  year  Skyline  Bi- 
son's operating  loss  came  to  about 
S3,000.  But  Fowler  expects  to  be 
profitable  by  1997,  four  years  after 
starting  the  business;  the  National 
Bison  Association  says  this  gestation 
period  is  typical.  If  he  keeps  his  herd  at 
its  current  size,  Fowler  expects  to 
generate  an  annual  income  of  about 
$30,000 — not  much  of  a  return  on 
his  investment,  but  then  high  returns 
are  not  what  attracted  Fowler  to  the 
business  in  the  first  place.  "You  can't 
buy  peace  of  mind,"  he  says. 

Peace  of  mind,  when  your  herd 
might  well  stampede  at  the  sight  of  a 
stranger? 

Abnormal  behavior,  laughs  Fowler. 
"People  come  by  all  the  time  to  see 
the  animals  and  ask  about  the  busi- 
ness," he  says.  "They  always  ask  if  it's 
hard  work,  but  the  reason  we  like 
these  animals  is  there  is  almost  no 
maintenance.  I  virtually  don't  work." 
(For  information  on  buffalo  ranch- 
ing, the  National  Bison  Association's 
number  is  303-292-2833.)  mm 
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UP  &  COMERS 


A  young  man  made  mistakes  but  kept  dreaming,  and 
his  father  kept  bankrolling  the  dreams.  That  sums  up 
Supreme  International's  smashing  rag  trade  success. 

Winning  team 


By  Matt  Walsh 

Thirty  -four  years  ago  George  Fel- 
denkreis,  then  a  25-year-old  lawyer  in 
Havana,  decided  Cuba  didn't  have 
much  of  a  future  with  Fidel  Castro  in 
charge.  He  fled  the  island  with  his 
pregnant  wife,  Dorita,  their  1 -year- 
old  son,  Oscar,  and  $700. 

Settling  in  Miami  Beach,  Felden- 
kreis  looked  for  new  work.  The  law? 
Obtaining  his  U.S.  legal  credentials 
would  take  too  long  and  cost  too 
much.  So  instead  Feldenkreis  decided 
to  do  what  his  lather  had  done  back  in 
Cuba.  He  became  an  agent  for  for- 
eign manufacturers — importing 
things  like  low-priced  auto  parts  and 
flatware  from  Japan,  window  glass 
from  Portugal  for  doors. 

After  a  few  years  Fel- 
denkreis decided  he'd 
rather  make  and  sell  his 
own  goods  than  work 
on  commission  for 
others.  With  his  broth- 
er he  set  up  a  little  com- 
pany called  Supreme 
International,  to  im- 
port clothing. 

From  that  little  ap- 
parel company  consid- 
erable private  wealth 
has  grown.  In  the  fiscal 
year  that  ended  Jan. 
31,  Supreme's  reve- 
nues hit  an  estimated 
$85  million;  earnings, 
nearly  $4  million.  The 
Feldenkreis  family's 
66%  stake  in  the  com- 
pany is  currently  worth 
$28  million. 

This  was  not  an 
overnight  success.  In 
its  early  days  Supreme 
imported  parochial 
school  uniforms  and 
jjuayabems,  the  loose- 
fitting,    pleated    shirts 
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popular  among  Hispanic  men.  Later 
Feldenkreis  imported  private -label 
men's  slacks  and  knit  shirts. 

By  1980  Supreme  was  still  tiny — 
sales  that  year  were  $5  million,  profits 
a  bit  more  than  $50,000.  But  its 
fortunes  were  about  to  change. 
George  Feldenkreis'  son  Oscar  had 
just  turned  20  and  was  chomping  at 
the  bit  to  join  his  father  in  the 
business. 

"Oscar  is  the  one  with  the  foresight 
into  fashion,"  says  Isaac  Zelcer,  presi- 
dent of  Isaco  International  Corp.,  a 
Miami- based  men's  apparel  maker. 
"He  knows  what  his  customer  is  go- 
ing to  be  able  to  sell  to  the 
consumer." 


Supreme  International's  Oscar  and  George  Feldenkreis 
"They  don't  try  to  go  into  the  other's  area  of  expertise." 


Oscar's  talents  were  none  too  obvi- 
ous during  his  first  few  years  on  the 
job.  While  his  father  looked  after  Su- 
preme's finances  and  manufacturing 
operations,  Oscar  was  determined  to 
establish  Supreme's  own  brands. 
During  his  first  year  he  introduced 
Italian-style  dress  pants.  Made  in  Ko- 
rea and  marketed  under  the  name 
Feldini,  the  well-made  pants  were 
priced  to  retail  at  $65  a  pair,  about 
half  the  price  of  Italian  slacks.  But 
Feldini  was  not  a  huge  success.  In  five 
years  the  brand  grew  to  about  $5 
million  in  sales.  Meanwhile,  Oscar's 
two  new  brands  of  sport  shirts — the 
Gianni  Abozzi  and  Simultaneous 
lines — weren't  big  hits.  The  Gianni 
Abozzi  line  was  discontinued. 

What  went  wrong?  "We  didn't 
have  a  theme  or  direction,"  Oscar 
replies.  He  adds:  "You  have  to  devel- 
op a  brand  or  a  name  that  is  easy  for 
the  consumer  to  say." 

Feldenkreis  refused  to  give  up  his 
dreams  of  creating  brand  names  for 
Supreme,  and  his  father  continued  to 
bankroll  the  young  man's  dreams. 
Their  perseverance  paid  off  in  1989. 
With  the  menswear  market  begin- 
ning to  shift  to  more  casual,  "forgiv- 
ing look"  clothes 
(Forbes,  Dec.  5, 1 994), 
Oscar  prepared  to  in- 
troduce colorfully 
printed  silk  and  rayon i 
sport  shirts.  But,  re- 
membering the  disap- 
pointments with  the 
Feldini  slacks  andi 
Abozzi  shirts,  Oscar 
and  Supreme's  design- 
ers brainstormed  for  a 
theme.  Feldenkreis  re- 
calls: "We  were  kicking 
around  some  ideas  on  a 
brand  that  would  be 
part  of  what  was  hap- 
pening at  the  time — 
recycling,  natural  fi- 
bers, the  environ- 
ment." Out  of  that 
came  a  label  that  was 
both  descriptive  and 
easy  to  say:  Natural 
Issue. 

It  was  a  hit.  Targeted 
at  Middle  American 
males  who  want  the 
Tommy  Hilfiger  look 
but  not  the  $60  price, 
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Franklin  Income  Fund 


Plan  for  Income  Today 
and  Growth  for  Tomorrow, 


Many  people  think  of  investments  as 
either  income-oriented  or  growth-oriented. 
The  Franklin  Income  Fund  is  designed  to 
provide  you  with  both.  And  the  fund  has  paid 
dividends  without  interruption  for  more  than 
45  years.  Of  course,  past  performance  does 
not  guarantee  future  results. 

With  its  diversified  portfolio  of  common 
stocks  and  bonds,  the  Franklin  Income  Fund 
seeks  to  provide  you  with: 

*  High  current  income* 

*  Long-term  growth 

Call  your  investment  representative  or 
Franklin  today  for  a  free  brochure. 


t High  yields  reflect  the  higher  credit  risks  associated  with  certain  lower-rated  securities  m  the  fund's 
portfolio  and,  m  some  cases,  the  lower  market  prices  for  these  instruments. 
Franklin  Tcmpleton  Distributors,  Inc. 


Call  1-800- 
342-FUND 
Ext.   ¥268 


Franklin  Funds 

777  Manners  Island  Boulevard 
San  Mateo,  CA  94404-1585 

fyfri/ I  would  like  a  free  prospectus 
containing  more  complete  information  on  the 
Franklin  Income  Fund,  including  sales 
charges  and  expenses.  I  will  read  it  carefully 
before  I  invest  or  send  money. 

O   I  am  currently  a  Franklin  shareholder. 

Name 

Address 

City 

State/Zip 

Daytime  Phone 


F  R  A  NJ  K  I II  Nj 


A  Member  of  the  $114  Billion  Franklin  Templeton  Croup 
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the  shirts  retailed  at  $26.  In  their  first 
year,  they  pushed  Supreme's  sales  to 
$18  million,  from  $15.5  million. 

Figuring  that  the  forgiving  look 
trend  was  no  fluke,  the  following  year 
Oscar  introduced  Natural  Issue 
100%-cotton  printed  knit  shirts. 

This  was  risky.  It  would  put  Su- 
preme up  against  much  bigger  brands 
like  Dockers  and  Izod.  But  they 
caught  on,  big.  For  the  five  years 
ended  Jan.  31,  sales  of  Natural  Issue 
labeled  shirts  have  grown  from  noth- 
ing to  $35  million  and  now  account 
for  41%  of  Supreme's  total  sales.  Pri- 
vate-label goods,  by  contrast,  have 
dropped  to  35%  of  sales  from  75%. 

In  need  of  capital  to  exploit  Natural 
Issue's  success,  in  1993  the  Felden- 
kreises  sold  34%  of  Supreme  to  public 
investors  for  $13.8  million.  (The 
stock  was  offered  at  $11.50  and  re- 
cently traded  at  12Vi  a  share  over-the- 
counter.)  Last  fall  they  increased  the 
company's  credit  line  with  Nations- 
Bank from  $15  million  to  $25  mil- 
lion, and  are  now  seeking  to  increase 
the  limit  again. 

With  Levi  Strauss'  Dockers  brand 
as  his  model,  Oscar  Feldenkreis  plans 
to  put  his  Natural  Issue  label  on  casual 
slacks,  shorts,  socks  and  sweaters.  On 
Father's  Day  there  will  appear  print- 
ed, knitted-cotton  boxer  shorts  with 
the  Natural  Issue  label.  In  the  fall 
Supreme  will  introduce  a  collection  of 
weathered-looking  men's  shirts  and 
pants  under  the  Natural  Issue  label. 

George  Feldenkreis  expects  that 
Natural  Issue  will  propel  Supreme's 
sales  to  $120  million  this  year.  Wall 
Street  analysts  think  earnings  for  the 
year  ending  Jan.  31,  1996  will  come 
in  at  around  $1.75  a  share;  that's  up 
from  $1 .10  a  share  for  this  past  year. 

Supreme's  Natural  Issue  will  nev- 
er rival  Levi's  Dockers  brand.  The 
company  is  too  small.  With  total 
capitalization  of  $42.8  million  (of 
which  debt  is  50%),  Supreme  ex- 
pects to  spend  less  than  $1  million 
for  media  advertising  this  year. 
Dockers  will  probably  spend  over 
$25  million. 

But  there  are  other  ways  to  mea- 
sure success.  Says  Isaco  Internation- 
al's Isaac  Zelcer,  who  knows  Felden- 
kreis pere  and  fits  well:  "Each  has  a 
great  deal  of  respect  for  the  other's 
ability.  They  don't  try  to  go  into  the 
other's  area  of  expertise."  ■» 
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FOLLOW  THROUGH 


Desert  storm 

Lindsay,  Nebr. -BASED  Lindsay 
Manufacturing  Inc.  once  had  a  ham- 
merlock  on  the  irrigation  equip- 
ment market  in  Saudi  Arabia  (  Forbes 
Apr.  29,  1991).  Between  1989  and 
l994  little  Lindsay  exported  some 
$185  million  worth  of  sprinklers 
and  pipe  to  the  desert  kingdom, 
where  economic  planners  offered 
huge  agricultural  subsidies  as  the  key 
stone  of  policies  to  make  the  coun- 
try self-sufficient  in 
food.  As  orders 
poured  in,  Lindsay 
piled  up  cash  and 
scored  average  earn- 
ings increases  of  12% 
a  year. 

All  that  came  to  a 
screeching  halt  last 
year.  The  kingdom 
had  become  a  net  ex- 
porter of  wheat  and 
also  suffered  budget 
constraints,  so  the 
Saudi  government 
suddenly  put  an  end 
to  farm  subsidies. 
Lindsay's  Saudi  sales 
plunged  last  year  to  $8 
million,  from  a  peak 
of  $44  million  three 
years  ago.  Lindsay's 
stock  dropped  from  37 
a  share  to  27  Vs  (re- 
cent price,  29%). 

Lindsay  Chief  Ex- 
ecutive Gary  D.  Parker 
admits  he  was  caught 
with  his  pants  down. 
"We  did  not  real-  MBiH 

ize,"  says  Parker, 
"that  the  market  would  change  as 
quickly  as  it  did." 

But  there  were  positive  develop- 
ments, too.  Low  interest  rates,  strong 
commodity  prices  and  pent-up  de- 
mand caused  domestic  sales  to  surge 
53%  last  year,  to  $77  million.  Total 
revenues  grew  to  $1 13  million — a 
record  year  for  Lindsay  since  going 
public  in  October  1988.  At  $2.31  a 
share,  earnings  reached  an  all- 
time  high. 

The  combination  of  weak  stock 
price  and  strong  earnings  created  a 
new  concern  for  Parker.  Last  sum- 


mer a  group  that  included  Perry,  Sid 
and  Lee  Bass  bought  a  7%  stake  in 
Lindsay  and  began  prodding  Parker 
to  deploy  Lindsay's  financial  re- 
sources more  aggressively.  "There  are 
open  and  ongoing  talks  between  us 
[and  the  Bass  interests],"  Parker 
reports. 

Parker  needs  some  encourage- 
ment. Over  the  years  he  has  looked  at  j 
over  100  potential  acquisitions  but 


Lindsay  Chief  Executive  Gary  Parker 
Cash-rich  and  looking  to  buy. 


never  closed  a  deal.  With  the  Basses 
looking  over  his  shoulder,  Parker 
has  hired  Milwaukee -based  invest- 
ment bankers  Robert  W.  Baird  & 
Co.  to  look  for  companies  to  buy. 
"Making  a  strategic  acquisition," 
says  Parker,  "is  extremely  important 
to  this  company  long  term." 
When  the  right  candidate 
emerges,  Parker  will  have  no  trouble 
paying  for  it.  Thanks  to  his  conser- 
vative management,  Lindsay  has  no 
debt  and  $60  million  (over  $12  a 
share)  in  cash. 

-James  Samuelson 

Forbes  ■  March  27,  1995 
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"YOU  TAKE  CARE  OF  THE  THINGS  YOU  CARE  ABO 


"It's  up  to  all  01  us  to  take  care  of  the  Earth,  as  well  as  the  things  that 
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ive  here.  I  work  ror  Georgia-Paciric,  a  rorest  products  company,  and  they 
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e  same 


thing.  When  we  learned  that  the  Coho  sal 
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[trout  were  struggling  to  survive,  we  came  up  with  a  plan  to  help.  We're 
putting  large  houlders  and  logs  in  the  rivers  to  create  calm  pools  where 

the  small  rish  can  grow  and  survive  until  they  head 
Ll/Wi'l/       out  to  the  ocean.  It  was  something  that  needed  to  be 
done  to  help  the  rish.  And  it  reels  good  to  know  that  my  company 
lis  doing  it."  Dick  Patton,  Resource  Manager  GeorgiaftcifiC        ^ 
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Advertisement 


NA  Insurance  Companies  Public  Policy  Forum 


m 


RTR 


\  i 

ivL 


A  Distorted,  Unbalanced  System 
Business  and  Consumers 


Hurts 


Civil  liability  costs  in  the  United  States  are  15  times  higher 
than  in  Japan  and  20  times  higher  than  in  Europe.  Liability 
costs  continue  to  spiral  upward,  amounting  to  tens  of  billions 
of  dollars  annually.  Under  the  current  tort  system,  courts  are 
shaping  public  policy  by  expanding  liability  exposure.  As  a 
result,  the  ability  of  American  businesses  to  compete  in  the 
increasingly  global  marketplace  is  greatly  restricted.  We  need 
substantive  reform  to  help  restore  balance,  responsibility  and 
basic  fairness  to  the  tort  liability  system.  Three  changes  are  cru- 
cial. We  must:  1)  modify  the  doctrine  of  joint  and  several  liabil- 
ity; 2)  institute  stricter  standards  for  awarding  punitive  dam- 
ages; and  3)  cap  non-economic  damages. 

Restoring  Balance 

As  an  insurer  offering  many 
types  of  liability  insurance,  we 
see  the  direct  effect  of  runaway 
liability  awards  on  insurance 
costs.  Highly  unpredictable 
and  inconsistent  awards  make 
it  very  difficult  to  price  in- 
surance. Increasingly  large 
awards  push  up  costs. 

Joint  and   Several   Liability. 

We  believe  that  injured  indi- 
viduals should  be  compensat- 
ed for  losses  by  those  who 
are  at  fault  for  those  injuries. 
The  doctrine  of  joint  and  sev- 
eral liability,  however,  allows 
injured  parties  to  seek  damages  from  anyone  even 
slightly  connected  to  the  injury.  This  was  intended  to 
ensure  compensation  for  the  injured  even  if  the  party 
most  responsible  cannot  pay.  This  "deep  pockets" 
approach,  however,  means  those  with  little  or  no  fault 
may  have  to  pay  the  entire  award.  We  believe  that  all 
parties  should  pay  in  proportion  to  their  share  of  fault, 
not  their  ability  to  pay. 

Punitive  Damages.  CNA  advocates  stricter  standards  for 
awarding  punitive  damages,  which  are  meant  to  punish 
those  at  fault  for  intentional  or  malicious  misconduct  and 
to  deter  future  misconduct.  Yet  punitive  damages  are  rou- 
tinely sought  in  many  cases.  Since  juries  have  no  objective 
standards  and  often  receive  little  guidance,  awards  tend  to 
be  unpredictable  and  excessive.  Even  worse,  awards  go  to 
plaintiffs  whose  own  negligence  has  caused  their  injuries. 


Dennis  H.  Chookaszian, 

Chairman  and  CEO, 

CNA  Insurance  Companies 

"We  see  the  direct  effect  of 

runaway  liability  awards  on 

the  cost  of  insurance." 
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The  trend  toward  more  punitive  awards,  in  staggeringl} 
large  sums,  has  distorted  settlement  negotiations  as  well  asl 
the  litigation  process  itself. 

Punitive  damages  should  be  awarded  only  after  e 
defendant  has  been  found  liable  for  economic  damages 
Another  trial  should  be  held  for  punitive  damages,  usin^ 
separate  evidence  to  support  misconduct.  Juries  shoulc 
be  given  clear,  objective  guidelines  to  determine  th( 
award  amount.  One  way  would  be  to  use  a  multiple  o^ 
the  economic-loss  award  for  factors  such  as  medical  costs 
property  damage  and  lost  wages.  In  addition,  if  sucl 
damages  are  to  be  truly  punitive,  they  should  not  b< 
insurable,  as  they  are  in  some  states. 

Non-Economic  Damages.  Awards  for  non-economic  dam: 
ages  should  be  capped.  Non-economic  losses  include  paii 
and  suffering,  emotional  distress  and  loss  of  consortium  o>  (ractori 
companionship. 

Because  non-economic  losses  are  extremely  subjective 
with  no  verifiable  monetary  value,  it  is  difficult  for  juries  t< 
assign  a  dollar  amount  to  such  losses,  particularly  with  lit1 
tie  guidance  from  courts.  As  a  result,  juries  deciding  non 
economic  damages  in  the  emotionally  charged  atmospher 
of  personal  injury  trials  often  produce  awards  that  ar 
increasingly  unpredictable  and  excessive.  Capping  non 
economic  damage  awards  at  a  set  dollar  limit  would  pre 
vide  a  degree  of  predictability  while  still  compensatin; 
plaintiffs  fairly  for  losses. 
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Businesses  Need  Reasonable 
Limits  on  Liability 

Liability  lawsuits  against  large 
and  small  businesses  have 
become  commonplace.  In  some 
cases,  retailers  and  distributors 
that  have  no  control  over  a  pro- 
duct's design,  manufacture  or 
accompanying  safety  warnings 
have  been  held  liable  for  a  plain- 
tiff's injury.  Multiple  awards  can 
push  even  the  largest  of  corpora- 
tions to  the  brink  of  bankruptcy. 
Businesses  need  legislation  that 
would  place  more  reasonable 
limits  on  liability  for  products 
and  completed  operations. 

For  roofing  contractors,  lia- 
bility costs  are  found  in  the  tools 
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William  A.  Good,       iteinju^ 
Executive  Vice  Presiden    aes  the  \-. 

National  Roofing       (j|esi. 
Contractors  Associatic    j,. 

In  states  with  open-end*  div  recf 
liability,  roofing  contract^  ft 'aw 
are  losing  work."         H 
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staggeringly  large 
urns,  has  distorted  the 
igation  process. 


we  use  and  in  the  work  we 
perform.  For  example,  lia- 
bility costs  increase  the 
price  of  the  ladders  we  use 
by  30%. 

Liability  for  completed  operations  can  be  unreason- 
able as  well.  The  statute  of  limitations  on  defective  con- 
struction allows  buyers  to  sue  the  contractor  or  subcon- 
tractor for  a  specified  period.  In  most  states  buyers  can  sue 
up  to  four  to  eight  years  after  construction.  In  California, 
where  the  statute  runs  for  10  years,  suits  are  being  filed 
just  before  the  statute  runs  out,  claiming  structural  defects 
when,  in  fact,  only  normal  aging  has  occurred.  This  well- 
intended  piece  of  legislation  has  created  endless  liability 
for  responsible  business  people. 

In  states"  with  open-ended  liability,  manufacturing 
plants  are  closing  down  and  roofing  contractors  are  losing 
work  and  moving  out  of  state.  Clear  and  uniform  laws 
would  discourage  this  practice  of  open-ended  liability  in 
which  anyone  in  the  chain  of  manufacture,  distribution, 
sale  or  installation  can  be  sued. 


Consumers  Benefit  From  a 
Consistent  Body  of  Law 

s  consumers  we  all  want  the  legal  system  to  protect  us, 

nd  we  need  legal  standards  that  are  fair  and  consistent. 

hen  legal  awards  vary  significantly  from  state  to  state, 

nd  from  case  to  case,  they  create  an  inherently  unfair 

ethod  of  compensating  injured  persons.  Ultimately,  this 

ncreases  the  cost  of  consumer  goods  and  services  for 

everyone.  For  example,  liability  lawsuit  costs  increase  the 

average  family's  grocery  bill  by  $280  annually. 

The  existing  tort  system  takes  far  too  long  to  compen- 
sate injured  people.  As  a  result,  the  system  unfairly  penal- 
izes the  very  people  it  was  designed  to  protect.  In  some 
states  it  may  take  more  than  two  years  for  an  injured  per- 
son to  receive  compensation.  After  this  excessive  delay, 
nany  receive  little  compensation  because  up  to  50%  of 
heir  award  is  taken  for  legal  fees  and  court  costs. 

Huge  liability  costs  affect  consumers  through  the  loss 
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Part  of  a  series  on  important  public 
policy  issues  from 
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For  All  the  Commitments  You  Make 


of  jobs,  services  and  products, 
survey  found  that  the  threat 
companies  polled  to  drop  one 
to  end  research  programs,  and 
ucts  from  the  market. 

Public  opinion  strongly 
supports  tort  reform.  ATRA 
polls  have  found  that  the  over- 
whelming majority  of  those 
polled  think  that  too  many 
people  are  taking  unfair 
advantage  of  the  system  by  fil- 
ing frivolous  lawsuits,  hoping 
to  "hit  the  jackpot." 

Tort  reform,  at  both  the 
state  and  federal  level,  can 
take  the  "lawsuit  lottery" 
characteristics  out  of  the  tort 
system.  While  there  have  been 
successes  in  recent  years, 
much  remains  to  be  done. 


A  recent  Conference  Board 
of  lawsuits  forced  47%  of 
or  more  product  lines,  25  % 
39%  to  withhold  new  prod- 


Sherman  Joyce, 

President, 

American  Tort  Reform 

Association 

"Huge  liability  costs  prevent 

the  creation  of  new  jobs, 

services  and  products. " 


Tort  Reform: 

An  Economic  Imperative 

Injured  parties  deserve  to  be  compensated.  However,  current 
excesses  in  the  tort  system  seriously  harm  both  businesses  and 
consumers.  We  need  a  balanced,  fair  and  reasonable  tort  liabil- 
ity system  that  provides  objective,  generally  accepted  stan- 
dards for  awarding  damages.  Reform  can  reduce  costs  to  busi- 
nesses and  consumers.  It  can  provide  more  predictability  for 
liability  risks,  allowing  businesses  to  operate  more  competi- 
tively in  the  expanding  global  marketplace. 

Despite  the  recent  political  sea  change  and  the  number  of 
reform  bills  being  considered  at  both  the  state  and  federal  level, 
effective  reform  is  by  no  means  assured.  Active  involvement  by 
individuals  and  businesses  is  crucial  if  we  are  to  overcome 
entrenched  opposition  to  reform. 


<=hn 


To  obtain  information  on  specific  state  and  federal 
tort  reform  efforts,  contact  the  American  Tort 
Reform  Association  at  1-800-306-ATRA. 


CNA  is  one  of  the  W  largest  U.S.  insurance  groups.  It  is  a  multi-line 
insurer  with  nearly  100  years  of  experience.  CNA  is  a  registered  service 
mark  of  the  CNA  Financial  Corporation. 


FOR  SALE 


Big  phone  companies  are  bidding  billions 

for  wireless  telecommunications  licenses.  Here's  a  way 

to  get  into  the  cellular  business  for  under  $5  million. 


Restless 
in  Seattle 


H 


By  Nancy  Rotenier 

Rushed  to  a  Seattle-area  emergency 
room  eight  years  ago  with  profusely 
bleeding  ulcers,  commercial  real  es- 
tate sales  executive  Richard  John  was 
given  two  choices  by  his  doctor:  Quit 
your  job.  Or  die. 

Out  of  the  hospital  and  unem- 
ployed, John  was  sitting  in  former 
colleague  Richard  Gaetaniello's  office 
a  few  months  later.  He  began  com- 
plaining about  how  expensive  his  cel- 
lular telephone  bill  was — he'd  been 
paying  75  cents  per  minute  for  air- 
time.  The  two  decided  to  cut  their 
bills  by  buying  time  in  bulk  from  their 
local  cellular  carrier,  McCavv  Cellu- 
lar's  Cellular  One.  Cellular  One 
agreed  to  sell  them  1 ,000  minutes  for 
$420 — just  42  cents  a  minute.  John 
and  Gaetaniello  figured  that  whatever 
time  they  didn't  use  themselves 
they'd  sell  at  cost  to  friends. 

"I  had  no  thought  of  going  into 
business,"  says  John.  But  when  their 
friends  clamored  for  cheap  airtime, 
John  and  Gaetaniello  figured  there 
was  an  opportunity  in  buying  cellular 
airtime  at  wholesale  and  reselling  it  at 
a  markup  to  retail  customers.  In  July 
1988  they  started  Celtech  Interna- 
tional, Inc.  Initial  investment: 
$25,000. 

Based  in  Bellevue,  Wash.,  across 
Lake  Washington  from  downtown 
Seattle,  Celtech  is  today  one  of  1 00  or 
so  companies  in  the  $500  million 
(revenues)  cellular  reselling  industry. 
With  5,000  subscribers  and  $4  mil- 
lion in  revenues,  Celtech  is  now  the 
largest  reseller  of  Cellular  One  service 
in  the  Pacific  Northwest.  And  it's  for 
sale.  Asking  price:  $4.5  million. 

"I  haven't  taken  more  than  two 
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days'  vacation  in  seven  years,"  says 
John,  now  57.  "It's  time  for  me  to  go 
play."  He  says  he  wants  50%  of  the 
price  in  cash,  and  will  take  back  a  note 
for  the  rest.  (Partner  Gaetaniello  had  a 
heart  attack  four  years  ago  and  sold  his 
50%  stake  to  John  then.) 

On  the  surface  this  doesn't  look  like  a 
particularly  attractive  opportunity. 
John's  asking  price  values  Celtech  sub- 
scribers at  $900  apiece — the  same  value 
analyst  Charles  DiSanza  of  New  York- 
based  brokerage  Gerard  Klauer  Matti- 
son  &  Co.  puts  on  Nationwide  Cellu- 
lar, the  only  publicly  traded  reseller. 

But  dig  a  little  deeper  and  Celtech 
might,  in  the  right  hands,  be  worth 
the  price. 

This  is  a  straightforward  retailing 
operation.  Celtech  buys  airtime  from 
Cellular  One  at  wholesale  and  repack- 
ages the  time  for  sale  to  individuals 
and  small  businesses.  Example:  In  the 
Seattle  market,  Celtech  buys  time  at 
25  cents  a  minute  and  retails  it  in 
packages  of  60  minutes  for  $35,  plus 
37  cents  a  minute  for  additional  us- 
age. By  contrast,  Cellular  One  (or 
more  precisely  AT&T,  which  operates 
under  the  Cellular  One  name,  having 
acquired  McCaw  Cellular  in  1994) 
charges  retail  customers  in  Seattle 
$30  a  month  for  30  minutes  plus  52 
cents  for  each  additional  minute. 

Why  can  Celtech  underprice  its 
supplier?  Because  Cellular  One  (and 
other  primary  cellular  carriers)  must 
finance  huge  capital  investments  to 
build  and  upgrade  their  cell  sites. 
Moreover,  the  primary  carriers  typi- 
cally bundle  their  airtime  with  a  cellu- 
lar phone.  Thus  they  spend  over  $500 
to  add  one  new  retail  customer. 


Richard  John, 
founder  of  Celtech 
International 
Bleeding  ulcers 
forced  him  to  quit 
his  first  job. 
A  desire  for  fun 
has  him  selling 
his  second. 
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But  as  a  reseller,  Celtech  doesn' 
face  the  capital  requirements  of  build 
ing  cell  sites.  Nor  does  it  give  away  j\crtNl]i 
phones.  It  looks  instead  for  customer 
who  already  have  phones  and  art 
seeking  cheaper  airtime.  Result:  Cel 
tech's  cost  of  adding  a  custome 
works  out  to  around  $60. 

Let's  look  at  Celtech's  cash  flow 
Out  of  its  $4  million  in  revenues  las 
year,  Celtech's  biggest  expense  wa 
buying  airtime — $2.5  million. 

The  second -largest  expense  was  ad 

Forbes  ■  March  27,  199' 
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f'ertising — billboards,  print  and  radio 
lids,  bus  tails  and  direct  mail.  Last  year 
Advertising  expenses  totaled  around 
il 50,000.  Other  annual  expenses: 
1148,000  in  payroll  for  four  employ- 
ees; SI  12,000  for  lawyers,  accoun 

mts  and  computer  consultants; 
^36,000  for  rent;  a  540,000-a-year 

■erve  for  bad  debt;  $52,000  for 
■ling,  credit  and  printing  services; 
[■36,000  for  telephone,  office  supplies 

id  equipment;  520,000  for  postage 

id  shipping;  S8,000  for  credit  refer- 


rals and  bank  charges;  and  $4,000  for 
insurance. 

That  leaves  S842,000  in  free  cash 
flow  for  a  potential  buyer  of  Celtech 
to  work  with.  Suppose  the  buyer  gave 
John  S2  million  in  cash  and  signed  a 
ten  year  note  at  10%  for  the  remain 
ing$2.5  million.  Amortizing  the  note- 
would  require  around  5400,000  a 
year.  And  don't  forget  the  opportuni- 
ty cost  of  the  buyer's  S2  million  down 
payment.  We'll  figure  that  at 
$200,000. 


That  leaves  around  5250,000  a 
year  in  truly  free  cash  flow  with  which 
to  build  the  business.  Roughly  but 
realistically  speaking,  it's  enough  to 
add  over  4,000  new  customers  to 
Celtech's  subscriber  base.  If  each  of 
these  new  subscribers  generates  the 
same  gross  profits  as  existing  sub- 
scribers did  last  year — and  allowing 
for  higher  overheads  of  the  expanded 
operation — Celtech  could  be  throw- 
ing offmaybe  51.3  million  in  free  cash 
flow  a  year  hence. 

A  nagging  thought:  What  if  Cel- 
tech's airtime  suppliers,  the  primary 
cellular  carriers,  decide  to  match  Cel- 
tech's prices?  John  has  already  fought 


"I  haven't  taken  more  than 
two  days'  vacation  in  seven 
years.  It's  time  to  play." 


that  battle,  and  won. 

In  1991  John  suspected  Cellular 
One  of  charging  him  more  for  airtime 
than  it  charged  its  own  customers. 
Armed  with  the  fact  that  the  Federal 
Communications  Commission  man- 
dates cellular  licensees  to  sell  time  to 
resellers,  and  to  do  so  at  the  same  rates 
they  sell  to  their  own  customers,  John 
filed  a  lawsuit,  ready  to  haul  Cellular 
One  into  federal  court.  After  2V2  years 
of  wrangling,  John  emerged  with  a 
settlement  last  year  that  guarantees 
Celtech  the  right  to  buy  airtime  at  a 
price  no  higher  than  what  the  primary 
licensees  charge  their  big  customers. 
In  effect  this  settlement  is  Celtech's 
most  valuable,  if  hidden,  asset. 

John,  who  paid  himself  a  salary  of 
564,000  last  year,  says  he'd  like  to 
stick  around  and  work  for  Celtech's 
new  owner,  signing  up  subscribers  in 
other  states.  He's  already  drumming 
up  business  in  Florida,  Colorado  and 
Utah,  which  he  estimates  will  bring  an 
additional  5,000  customers  this  year. 

But  don't  expect  John,  a  divorced 
father  with  three  grown  children,  to 
put  in  the  kind  of  hours  he  worked  to 
build  Celtech  to  its  current  size.  He's 
gotten  into  weekend  flyfishing  and 
sea  kayaking  trips,  and  likes  tooling 
around  town  in  his  new  black  Mer- 
cedes SL500  convertible.  "With  that 
I  might  be  able  to  find  a  wife  to  retire 
with,"  he  says,  hopefully.  1H 
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What  does  it  take 


On  average,  a  UPS  package 
is  delivered  somewhere  in 
the  world  every  .008  seconds. 


to  a  world  that  won't 

stand  still? 
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Welcome  to  the  Information  Age.  Computers 
are  perched  on  every  desk.  Business  is  global. 
And  offices  are  virtual.  The  work-a-day 
world  has  reinvented  itself.  And  we,  at  UPS, 
have  reinvented  ourselves  along  with  it.  So 
now  we  do  more  than  deliver  packages.  We  do 
things  others  can't.  From  bar  coding  your 
inventory  to  warehousing  it.  From  delivering 
packages  to  200  countries  to  tracking  them 
around  the  world.  From  getting  your  package 
there  by  ground  or  by  air  or  by  8:30*  the  next 
morning,  if  that's  what  you  need.  The  truth  is, 
as  long  as  the  business  world  keeps  moving  at 
a  mind-numbing  speed,  so  will  UPS.  Because    a 
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Not  very  long  ago,  when  a  top  fashion  model  hit 

her  mid-30s,  her  best  hope  was  to  find  a  rich  husband. 

Now  she  can  call  her  agent  and  launch  a  new  product. 

We  have  shar es" 


[i 


By  Joshua  Levine 

Last  week  Bear,  Stearns  &  Co.  host- 
ed a  panel  discussion  in  New  York  for 
its  annual  retailing  conference.  The 
lineup  included  top  executives  from 
Donna  Karan,  the  Limited,  Dillard 
Department  Stores — and  Frederique. 
Frederique?  She's  an  underwear 
model:  Frederique  van  der  Wal,  the  5- 
foot-  10-inch  Dutch  girl  with  the  lim- 
pid blue-green  eyes  who  appears  reg- 
ularly on  the  covers  of  the  Victoria's 
Secret  lingerie  catalogs.  But  she's  also 
a  budding  entrepreneur  who  earned 
an  estimated  SI  million  last  year. 
"Athletes  are  a  step  ahead  [in  earning 
power]  at  the  moment,"  says  Freddi, 
"but  I'm  just  getting  started." 

She  already  has  her  own  mass-mar- 
ket    fragrance,     called     Frederique; 
through     her     60%-owned     Dutch 
Treat,  Inc.,  she  has  the  Freddi  Q 
swimwear  line;  and  a  forthcoming  line 
of  underwear  and  sleepwear  to  be 
'   distributed    through    in-store    bou- 
tiques in  500  J.C.  Penney  stores.  On  a 
recent  calendar  shoot  in  the  Carib- 
bean,  Frederique   hired   her   own 
film  crew  to  shoot  the  shoot.  She  is 
shopping    the    behind-the-scenes 
"A    fideo  to  Showtime. 

Says  Mark  Kurland,  senior  man- 
:Kl    iging  director  at   Bear,   Stearns: 
'Freddi's  got  a  good   business 
C    lead,  and  she's  creating  a  brand 
dentity.   You're   talking  dollars 
at  could  potentially  be  huge." 
There's  nothing   new  about 
eautiful    women    making    big 
onev  in  the   modeling  busi- 
ess.  In  the  mid-  to  late  1960s, 
hen  models  like  Twiggy  and 
ean  Shrimpton  ruled  the  run- 
ay,  dav  rates  for  top  models  ran 
ound' $600— roughly  S3,000  in 
ay's  money.  Good  money  to  be 
•e,  but  hardly  the  superstar  earn- 
gs  that  today's  top  models  pull 
own. 
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The  earning  window  closed  early, 
too.  By  age  30,  most  models  were 
asked  to  move  on.  The  smart  ones  had 
salted  away  enough  money  for  a  com- 
fortable life  in  relative  obscurity. 
Shrimpton,  for  instance,  bought  an 
inn  in  Wales,  married,  and  lives  quiet- 
ly there  today.  "Jean  Shrimpton  was  a 
magnificent    girl,    and    if  she    were 
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around  today  you  would  see  an  in- 
credible difference,"  says  Monique 
Pillard,  president  of  New  York's  pow- 
erful Elite  modeling  agency.  "But 
back  then,  she  was  just  a  model." 

By  the  early  1980s  a  supermodel 
like  Cheryl  Tiegs  was  still  command- 
ing a  day  rate  of  only  $1,000.  But 
within  a  few  years  fees  were  explod- 
ing. "It  took  us  20  years  to  get  day 
rates  from  $600  to  $1,200,"  says 
Bryan  Bantry,  who  runs  his  own  fash- 
ion agency  in  New  York.  "It  took  a 
dog's  minute  to  go  from  $3,000  to 
$30,000." 

What  explains  the  modern  super- 
models' earning  power  is  this:  Top 
models  are   becoming  mass-market 
celebrities  with  brand-name  recogni- 
tion that  extends  far  beyond  the  pages 
of  the  women's  fashion  magazines. 
Like    professional    athletes,    they're 
capitalizing  on  this  mass  rec- 
ognition value  by  creating 
their  own   product  lines 
and  lending  their  names, 
faces  and  figures  to  manu- 
facturers for  fees  that  ear- 
lier generations  of  models 
could  only  dream  of.  Cal- 
vin   Klein,   for   example, 
pays    Christy   Turlington 
an  estimated  $1.2  million 
a    year    to    promote    his 
women's  underwear  line, 
and  he  figures  her  celeb- 
rity value  justifies  every 
penny  of  it.  When  Tur- 
lington, who  earned  an 
estimated    $4.8    million 
last  year   (see  list,  p.  77), 
appeared      at     Blooming- 
dale's  with  Klein  to  kick  off 
the    product's    launch    last 

Frederique  van  der  Wal 
m  just  getting  started." 
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The  Supermodels 


month,      500     autograph      hounds 
showed  up. 

This  isn't  happening  by  accident. 
Behind  the  new  superrich  models  are 
shrewd  agents  whose  job  it  is  to  turn 
photogenic  physiques  into  personal- 
ities with  whom  broad  segments  of 
the  public  can  identify.  Example:  In 
1988  Cindy  Crawford,  number  one 
on  our  list  of  highest-paid  models, 
was  a  highly  paid  cover  girl  able  to  pull 
down  maybe  $750,000  a  year  in  mod- 
eling fees,  but  not  a  $6.5-million-a- 
year  brand  name.  To  position  her  to 
an    audience    bevond    the    fashion 


first  swimsuit  calender,  produced  by 
Elite  in  1990.  It  sold  thousands  of 
copies  at  $14.95  each.  Nor  did  it  hurt 
that  in  1991  Cindy  married  actor 
Richard  Gere — .m  off- again,  on-again 
marriage  that  fueled  a  thousand  tab- 
loid stories.  (The  couple  separated 
last  year. )  Says  Elite's  Monique  Pil- 
lard:  "When  Cindy  sneezes,  I  want 
New  York  to  know.1' 

It  was  Crawford's  Pepsi  commer- 
cials— the  first  in  1991 — that  firmly 
established  Cindy's  supermodel  per- 
sona. The  ad,  produced  to  introduce 
new    graphics    on    the    Pepsi    can, 


Supermodel  Cindy  Crawford  on  MTV's  "House  of  Style"  set 

How  to  parlay  a  beautiful  face  into  $6.5  million  of  flesh  equity. 


world,  John  Casablancas,  head  of  the 
$100  million  (annual  gross  booking 
fees)  Elite  agency,  engineered  a  Play- 
boy photo  spread  for  Crawford. 

Crawford  was  paid  well  for  expos- 
ing herself,  but  much  more  important 
was  the  exposure  she  received  beyond 
the  fashion  world.  The  1988  Playboy 
spread  led  to  a  spot  hosting  mtv's 
House  of  Style  in  1990 — ten  episodes, 
repeated  constantly,  that  kept  her  face 
with  its  instantly  recognizable  mole  in 
the  public  eye.  That  was  a  key  build- 
ing block  in  making  Crawford  more 
than  just  a  pretty  face. 

Adding  to  the  hype  was  Cindy's 


showed  Cindy  in  a  tight  white  top  and 
cutoff  jeans  exiting  a  Lamborghini  at 
a  country  store  as  two  open-mouthed 
kids  gawk.  "Is  that  a  great  new  Pepsi 
can,  or  what?"  says  one  kid. 

"There  are  lots  of  beautiful  wom- 
en, but  Cindy  projects  this  self- know- 
ing wink,"  says  William  Katz,  who 
heads  the  Pepsi  account  at  ad  agency 
bbdo  Worldwide.  "Her  persona  says, 
T  know  that  you  know  that  I  know  I'm 
beautiful.'  We're  not  selling  sex  for 
sex — we're  selling  Cindy  as  humor." 

It  used  to  be  that  many  young 
women  hoped  to  jump  from  modeling 
to  Holl)'\vood.  Now  it  also  works  the 


other  way  around.  This  month  Estce 
Lauder  signed  the  29-year-old  British 
actress  Elizabeth  Hurley  as  its  new 
face.  And  Pillard,  of  Elite,  recendy 
took  on  Beverly  Hills  9()210star  Shan- 
ncn  Doherty,  who  apparently  believes 
she  can  improve  her  income  by  be- 
coming a  top  model.  Given  all  her 
exposure,  she's  probably  right. 

Says  Revlon  Chief  Executive  Jerri 
Levin,  who  pays  Crawford  some  $1.5 
million  a  year  to  pitch  Revlon's  entire 
cosmetics  line:  "Models  have  taken 
the  place  of  the  old  Hollywood  stars, 
who  don't  seem  to  have  much  sense 
of  style  anymore." 

Elle  Macpherson  earned  around  $3 
million  last  year  and  is  only  beginning 
to  hit  her  top  earning  years.  Like  her 
peers,  Macpherson,  30,  sees  herself  as 
the  owner  of  a  valuable  brand  name 
that  can  be  developed  and  extended 
for  many  years  to  come.  "I  have  never 
been  satisfied  with  just  pretty  pictures  ~ 
in  magazines,"  says  Macpherson.  "It  ma 
doesn't  rock  my  world  and  it  doesn't  j  anu  di 
make  me  financially  independent." 

Six  years  ago  Macpherson  signed  a 
deal  with  a  New  Zealand  apparel 
goods  manufacturer  called  Bendon  to 
manufacture  a  line  of  lingerie  called 
Elle  Macpherson  Intimates  for  the 
Australian  and  New  Zealand  markets, 
where  Sydney-born  Macpherson  is 
something  of  a  local  religion.  She 
designs  the  line  and  models  it  in  TV 
commercials.  Macpherson  gets  up-i 
wards  of  6%  of  net  wholesale  sales,1 
estimated  around  $25  million,  giving 
her  a  yearly  check  of  around  $1.5  j^ i 
million  from  Bendon  alone. 

Next  up:  a  chain  of  Elle  Macpher-  fyy 
son  lingerie  boutiques  in  stores  in  Kncv: 
Australia;  the  first  will  open  in  May.  ■  it  nor) 
Macpherson  hopes  to  lend  her  name  TOai 
to  bed  and  bath  products.  And  she  is  *'-payin 
part  owner  of  Fashion  Cafe,  a  restau-j  a"ip 
rant  due  to  open  in  New  York  in  April.  J 
Macpherson's  partners  include  fellow 
models  Naomi  Campbell  and  Claudia 
Schiffer.  Similar  in  concept  to  restau-| 
rants  in  the  Planet  Hollywood  chainj 
Fashion  Cafe  plans  to  go  international 
and  flog  high-margin  memorabiliai 
and  trinkets  as  well  as  food. 

"This  is  not  about  lending  out 
image  for  a  fee,"  says  Macpherson. 
"We've  got  shares." 

At  the  top  of  the  modeling  worlc 
sits  2 8 -year-old  Cindy  Crawford, 
whose  entrepreneurial  drive  has  wor 
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Top  models  earn  $15,000  and  up  for  a  day  of  fashion  shooting  or  runway 
The  models  strutting,  over  $100,000  for  a  few  days  at  major  fashion  shows — and  millions 

with  the  moste^t    ^or  ^'S  ac*  campaigns.  Here  are  Forbes'  estimates  of  the  top  models'  1994 


gross  earnings. 

1.  Cindy  Crawford 

1994  Earnings:  $6.5  million 
Age:  28  Nationality:  American 
Agency:    Elite   Models/William 
Morris  Agency 

With  contracts  from  ad  cam- 
paigns for  Revlon,  Pepsi  and  Kay 
Jewelers,  her  Crawdaddy  nets 
more  than  most  modeling  agen- 
cies. Other  products  include  ex- 
ercise videos  and  TV  specials. 


2.  Claudia  Schiffer 
1994  Earnings:  S5.3  million 
Age:  24     Nationality:  German 
Agency:  Metropolitan  Models 
Supermodel  whose  modeling  star 
has     peaked — diversifying     into 
books,  exercise  videos  and  bit 
part  in  Richie  Rich.  Big  Revlon 
contract,     international     Coke/ 
Fanta  deal;  Fashion  Cafe  partner 
with  Campbell  and  Macpherson. 


3.  Christy  Turlington 

1994  Earnings:  $4.8  million 

Age:  26  Nationality:  American 

Agency:  Ford  Models 

Best  known  today  for  her  new 
>  Calvin  Klein  underwear  cam- 
l  paign.  Also  Maybelline,  Calvin 
I  Klein's  Eternity  fragrance, 
I  Camay,  Kellogg's  Special  K  and 
S  Shiseido  in  Japan;  ad  campaigns 
s  include  Burberrv's  and  Versace. 


1.  Linda  Evangelista 
1994  Earnings:  S3.0  million 
.:     \ge:  29  Nationality:  Canadian 

-  \gency:  Elite 

-  »he  works  well   over  200  day- 
..     hoots  a  year,  although  some  are 

ow-paying  magazine  shoots.  Big 
id  campaigns  include  Chloe, 
Cenar  and  Jil  Sander.  No  spinoffs 
>r  exclusive  contracts  to  speak  of, 
;:c-    he's  a  modeling  pure  play. 


5.  Elle  Macpherson 

1994  Earnings:  $3.0  million 
Age:  30  Nationality:  Australian 
Agency:  Women 

File  Macpherson  Inc.  is  the  um- 
brella company  that  runs  her 
many  business  dealings  including 
a  lingerie  line  and  an  interest  in 
Fashion  Cafe.  Playboy  spread  last 
year  followed  film  debut  in  1994 
hit  Sirens. 


-David  S.  Fondiller  and  Robert  La  Franco 


6.  Niki  Taylor 

1994  Earnings:  $2.4  million 
Age:  20  Nationality:  American 
Agency:  International  Manage- 
ment Group 

After  hitting  the  big  time  at  age 
15  with  a  L'Oreal  contract,  she 
now  works  with  Cover  Girl  and 
Pantene.  A  special  correspondent 
for  NBC-TV  in  Miami;  in  Disney's 
recent  film  Camp  Nowhere. 


7.  Isabella  Rossellini 
1994  Earnings:  $2.3  million 
Age:  42     Nationality:  Italian 
Agency:  Elite/Creative  Artists 
L'Oreal    Lancome    dumped    its 
former  star  last  year,  but  Rossellini 
rebounded  with  an  estimated  $2- 
million-a-year  deal  with  Lancaster 
Group  Worldwide.  Also  starred  as 
Beethoven's  former  lover  in  1994 
film  Immortal  Beloved. 


8.  Kate  Moss 

1994  Earnings:  $2.2  million 
Age:  21  Nationality:  British 
Agency:  Women 
The  pouting  face  of  Obsession 
fragrance  by  Cabin  Klein.  Klein 
created  a  supermodel  by  plaster- 
ing her  bony  limbs  in  pant)'  and 
bra  campaigns  across  U.S.  Ush- 
ered in  short-lasting  waif  look. 
Yves  Saint  Laurent's  Opium  girl. 


9.  Naomi  Campbell 

1994  Earnings:  $2.1  million 
Age:  24  Nationality:  British 
Agency:  Elite 

Her  novel  Swan  sold  75,000 
copies;  CD  Rabywoman  much  less 
successful;  Fashion  Cafe  partner; 
posed  for  Madonna's  coffee- 
table  book  Sex;  contract  with 
Italian  clothing  maker  Swish; 
plans  her  own  cosmetics  line. 


10.  Bridget  Hall 

1994  Earnings:  $2.0  million 
Age:  17  Nationality:  American 
Agency:  Ford 

Ushered  in  post  waif  look;  re- 
cently landed  huge  Ralph  Lauren 
contract;  ad  campaigns  for 
Guess?  and  Pepe  jeans  (at  same 
time),  Christian  Dior,  Versace, 
Banana  Republic,  Maybelline; 
Ford  agency's  brightest  new  star. 
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Fashion  Cafe's  Claudia  Schiffer,  Elle  Macpherson  and  Naomi  Campbell 
"This  is  not  about  lending  our  image  for  a  fee.  We've  got  shares." 


her  the  sobriquet  Cindy  Inc.  and 
brought  her  some  $6.5  million  in 
earnings  last  year  alone.  Through  her 
Crawdaddy,  Inc.  holding  company, 
Crawford  makes  most  of  her  money 
from  Pepsi  commercials,  her  MTV 
show  House  of  Style,  and  seven-figure 
endorsement  contracts  with  Kay  Jew- 
elers and  Revlon.  To  this  add  royalties 
from  swimsuit  calendars,  exercise  vid- 
eos and,  most  recently,  a  movie  con- 
tract with  Warner  Bros. 


The  downside  of  the  modeling 
business  is  the  same  as  with  any  busi- 
ness based  on  glamour:  an  undeniable 
sleaze  factor.  Ingenues  hungry  to 
break  in  must  fight  for  the  attention  of 
photographers,  agents,  stylists  and 
bookers,  many  of  whom  have  more 
than  business  on  their  minds.  Sex-for- 
advancement  is  often  the  name  of  the 
game.  Drugs  are  everywhere  and 
killed  model  Gia  Carangi,  who  died  of 
AIDS  in  1986.  Says  Victoria's  Secret 
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Christy  Turlington  with  Calvin  Klein  at  Bloomingdale's  last  month 

Flogging  his  new  underwear  line  will  bring  her  $1.2  million  this  year. 


girl  Frederique:  "You  have  to  be 
strong  enough  to  say,  'Are  we  shoot- 
ing, or  am  I  going  home?'  ' 

"Glamour  is  inextricably  entwined 
with  testosterone  and  manipulative 
need,"  says  Jeremy  Foster-Fell,  who 
runs  a  small  modeling  agency  under 
his  own  name.  "How  do  you  pretend 
to  sell  it,  and  then  walk  away  from  it?" 
Most  modeling  agencies  have  re- 
ceived acquisition  offers  from  rich 
businessmen  willing  to  pay  big  money 
for,  as  Foster-Fell  puts  it,  "their  own 
inventory  banks  of  cookies." 

Ali  Larter,  a  19-year-old  model  in 
Miami  Beach,  says  she  has  already 
seen  the  modeling  life  chew  up  a 
number  of  her  friends.  But  she  still 
walks  the  runways  and  shows  up  for 
shoots.  "Where  else  is  somebody  go- 
ing to  pay  me  $1,500  a  day  to  smile?" 

Of  the  fees,  agency  owner  Jeremy 
Foster-Fell  says  with  rare  candor: 
"We're  destroying  their  lives,  so  we 
might  as  well  pay  them  for  it." 

But  the  modeling  world  is  probably 
no  worse  in  this  regard  than  Holly- 
wood. And  you  can  say  this  for  the 
modeling  business:  At  the  top  the 
opportunities  are  far  more  lucrative 
than  they  used  to  be,  and  last  longer. 
In  the  days  of  Twiggy  and  Shrimpton, 
when  a  model  hit  her  mid-30s,  hen 
best  hope  was  to  marry  well  and  move 
to  Greenwich,  or  maybe  cut  a  small 
movie  deal.  But  as  mass-market  brand 
names,  today's  top  models  can  extend 
their  working  years  well  into  their  40s 
and  perhaps  beyond. 

Consider  Isabella  Rossellini.  In  her 
late  20s  she  became  the  principal  face 
for  L'Oreal's  Lancome  and  was  for  a 
dozen  years.  Last  year  Rossellini 
turned  42  and  L'Oreal  declined  to 
renew  her  contract,  but  Rossellini's 
career  was  by  no  means  washed  up.> 
She  signed  on  as  vice  president  for'j 
product  development  for  New  York- 
based  Lancaster  Group  Worldwide,  a 
privately  cVwned  cosmetics  and  fra- 
grance company.  Rossellini  will  advise 
Lancaster  on  the  imagery  and  posi- 
tioning of  its  brands,  and  may  ulti- 
mately develop  a  line  under  her  own 
name.  Most  estimates  put  her  annual 
pay  at  around  $2  million,  about  what 
she  had  been  getting  from  L'Oreal. 

"I  have  an  office  and  I  go  to  that 
office,"  says  Rossellini.  "It's  only  re- 
cently that  people  have  begun  to  see 
modeling  as  an  actual  career."        ■§ 
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Several  airlines  are  shaking  up  the  executive  suites 
and  bringing  in  outsiders.  Will  they  stop  giving 
their  products  away? 
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Recovery 


By  Howard  Banks 

New  nameplates  are  going  up  in  the 
U.S.  airline  industry's  executive 
suites.  The  heads  of  Kiwi,  Continen- 
tal and  Alaska  Airlines  have  recently 
been  sacked;  twa's  former  chairman 
has  been  replaced  by  John  C.  Cahill, 
formerly  head  of  British  Aerospace. 
Even  inward-looking  Delta  Air  Lines 
is  said  to  be  looking  outside  for  a  new 
top  manager. 

Will  the  injection  of  fresh  blood 
enhance  the  cyclical  upturn  of  an 
industry  diat  from  1990  to  1993  lost 
nearly  S4  billion  and  last  year  earned 
just  SI 00  million  on  revenues  of  S54 
billion — barely  2  cents  for  ever)'  $10 
in  revenues? 

That  is  clearly  the  hope  at  American 
Airlines.  Parent  AMR  Corp.  is  about  to 
begin  a  top-to-bottom  revamp  of  its 
headquarters  management.  Up  to 
30%  of  the  group's  5,000  middle-to- 
senior-level  management  jobs  will  be 
cut,  for  a  savings  of  S75  million  a  year. 
Equally  important,  the  shakeup  is  ex- 
pected to  give  each  of  AMR's  main 
units — the  airline,  the  Sabre  group, 
which  includes  computer  reserva- 
tions, and  management  services — its 


American's  Robert  L.  Crandall 

He  cut  capacity  again  this  year. 


own  president  and  more  operating 
autonomy. 

This  could  mean  Chairman  Robert 
L.  Crandall  will  yield  some  control 
over  the  airline.  With  American  facing 
three  tough  labor  negotiations  this 
year  (with  its  pilots,  flight  attendants 
and  mechanics),  distancing  the  smart 
but  abrasive  Crandall  from  daily  oper- 
ations may  be  part  of  management's 
planning. 

At  Delta,  Chairman  and  Chief  Ex- 
ecutive Ronald  W.  Allen  has  already 
brought  in  outside  managers  in  sever- 


Mostly  back  in  the  black,  just 

Cents  per  available  seat  mile  (major  carriers,  third-quarter  1994) 


Operating  revenues 


Average  operating  revenues        Average  operating  expenses 


ce:  Avitas  Aviation,  based  on  carrier  Form  41  filings  mth  the  Department  of  Transportation 


Modest  traffic 
growth  has  lifted 
the  airlines 
into  the  black  in 
operating  terms; 
USAir  remains 
the  obvious 
exception. 


al  key  areas,  including  technical  oper- 
ations, marketing  and  labor.  This  air- 
line is  in  the  middle  of  cutting  $2 
billion  (and  15,000  jobs)  from  Del- 
ta's cost  structure.  Goal:  Reduce 
overall  operating  costs  from  9.4  cents 
for  every  seat  flown  for  1  mile  (called 
available  seat  miles,  or  asms)  to  7.5 
cents/ asm,  the  level  of  price  leader 
Southwest  Airlines. 

A  Delta  executive  says  quietly  that 
Delta  is  already  on  track  to  match 
American's  8.3  cents/ASM  by  this 
summer.  Hitting  this  target  would 
boost  1995  earnings  to  $2.50  a  share, 
versus  a  $3.73/share  loss  last  year. 

NatWest  Securities  analyst  Michael 
W.  Derchin  expects  the  recovery  now 
under  way  to  be  healthier  for  the 
airlines  than  past  recoveries,  on  two 
counts:  domestic  fares  and  capacity. 

There  are  still  fare  wars.  But  in 
general  the  airlines,  like  Detroit's  car- 
makers a  few  years  ago,  are  tired  of 
giving  their  product  away.  As  a  result, 
fares  have  been  tending  upward  over 
the  past  three  or  four  months. 

This  improvement  in  the  fare  struc- 
ture is  mostly  the  result  of  the  two 
price  leaders' — Southwest  and  Conti- 
nental— needing  the  money.  South- 
west, the  industry's  lowest-cost  pro- 
ducer, has  been  fighting  United  Air- 
lines' new  low-cost  shuttle  sendee  for 
market  share,  particularly  out  of  Chi- 
cago and  in  the  western  states.  South- 
west saw  an  unprecedented  profit  de- 
cline in  last  year's  fourth  quarter,  to 
$20  million  (down  from  $38  million 
in  the  same  period  in  1993). 

At  Continental,  Chief  Executive 
Gordon  Bethune  admits  the  carrier 
overexpanded  its  low-cost  CALite 
service  last  summer.  Bethune  has 
since  dumped  a  third  of  CALite's 
routes  as  uneconomic  and  is  working 
to  strengthen  Continental's  fares. 

In  the  initial  stages  of  this  recover}', 
most  carriers  haven't  increased  capac- 
ity to  match  rising  passenger  traffic 
(up  by  5%  in  1994).  American's  Cran- 
dall cut  domestic  capacity  6%  last  year 
and  will  probably  cut  again  this  year. 
This  will  help  American  throw  off 
sufficient  free  cash  flow  this  year  to 
pay  down  $500  million  in  debt,  hav- 
ing paid  down  a  like  amount  in  1994. 

Overall,  limiting  capacity  additions 
has  enabled  the  carriers  to  use  their 
equipment  more  efficiently:  The  aver- 
age load  factor  was  65.8%  last  year,  up 
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from  63.6%  in  1993.  Every  extra  per- 
centage point  adds  over  $700  million 
in  operating  revenues. 

But  don't  uncork  the  champagne. 
The  carriers  have  a  long  way  to  travel. 
Last  year  fuel  costs  were  a  low  12%  of 
industry  operating  costs,  but  this  year 
fuel  prices  are  expected  to  rise  by 
around  5%.  Traffic  growth  will  remain 
modest.  These  factors  help  explain 
the  industry's  February  attack  on  trav- 
el agent  commission  costs,  which  cur- 
rently account  for  10.5%  of  overall 
costs  and  have  been  the  airlines'  fast- 
est-growing expense. 

At  the  end  of  the  day,  the  strength 
of  this  earnings  recovery  will  probably 
turn  mainly  on  whether  the  major 
carriers  continue  to  restrain  capacity 


growth.  Here  new  managers  from 
outside  the  industry  may  prove  help- 
ful. Restraining  capacity  means  buck- 
ing airline  history:  In  recoveries  past, 
the  airlines  have  ordered  lots  of  new 
planes  as  soon  as  they  have  made  a 
profit  for  five  quarters  or  so. 

Can  the  urge  to  add  moneylosing 
planes  and  routes  be  resisted?  The 
early  evidence  is  mixed.  United  Air- 
lines saved  $500  million  a  year  in 
labor  costs  when  the  employees  took 
over  the  company  last  summer.  Now 
Chief  Executive  Gerald  Greenwald, 
an  industry  outsider  (see  box),  is  talk- 
ing of  spending  those  savings  on  new 
aircraft  and  expanding  United's  ca- 
pacity— no  surprise  at  an  airline  that  is 
controlled  by  its  pilots. 


On  the  other  hand,  United  hopes 
to  gain  some  capacity  for  its  low-cost 
shuttle  operation  at  what  amounts  to 
no  cost  by  turning  the  planes  around 
much  faster  each  time  they  land — an 
old  Southwest  trick.  And  instead  of 
buying  new  planes,  the  airlines  are 
updating  many  more  existing  short- 
haul  planes  than  expected,  adding  so- 
called  hushkits  to  comply  with  tough- 
er noise  rules  that  will  be  phased  in  by 
2000.  Hushkits  cost  under  $3  million 
per  plane,  versus  $35  million  to  $45 
million  for  a  new  plane. 

With  such  economies,  the  airline 
industry  could  be  much  more  profit- 
able during  this  recovery  than  most 
people — including  many  of  the  car- 
riers' bosses — think.  wm  l 


No  excuses 


After  helping  Lee  Ia- 
cocca  save  Chrysler  Corp., 
Gerald  Greenwald  is  now 
helping  United  Airlines' 
new  controlling  share- 
holders— its  employees, 
who  last  July  bought  55% 
of  holding  company  UAL 
Corp. — turn  their  carrier 
around.  He  says  he  has  little 
sympathy  for  many  airline 
bosses'  feelings  that  the  air- 
lines' troubles  are  caused 
by  factors  beyond  their 
control.  "Smells  too 
much  like  excuses,"  he  says, 
ticking  the  industry's  fa- 
vorite complaints  off  on  his 
fingers: 

"One,  Chapter  11  has 
kept  airlines  going,  which 
then  charge  low  fares. 
Two,  the  unions  are  tough. 
Three,  airlines  are  highly 
capital-intensive.  Four, 
Washington  doesn't  un- 
derstand us. 

"None  of  these  are 
unique,"  Greenwald  con- 
tinues. "Other  industries 
have  learned  to  deal  with 
each  of  them,  in  good  and 
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bad  times." 

Greenwald  rejects  the 
notion  that  airfares  are  a 
commodity.  He  calls 
such  thinking  "a  fad"  that 
has  led  to  much  counter- 


is  travel  agents'  commis- 
sions, at  $7.5  billion  last 
year  the  airline  industry's 
fastest-rising  cost.  United 
is  now  experimenting  with 
so-called  ticketless  travel, 


Gerald  Greenwald  of  United  Airlines 
The  airlines  can  learn  from  Detroit. 


productive  cost-cutting. 
United,  for  example, 
failed  to  hire  enough  peo- 
ple to  answer  its  reserva- 
tion phones.  Now  Green- 
wald is  adding  over  4,700 
reservations  agents,  plus 
some  flight  attendants, 
mechanics  and  maybe  a  few 
pilots. 

One  area  in  which 
Greenwald  does  think  costs 
can  and  should  be  slashed 


where  passengers  use  their 
personal  computers  to 
make  reservations  directly 
with  the  carriers. 

Greenwald  says  that 
United's  employee-owners 
(who  are  guaranteed  per- 
manent jobs  under  the 
terms  of  last  July's 
buyout)  are  coming  up 
with  lots  of  other  ways  to 
save  money.  Potentially, 
Greenwald  says,  these 


savings  could  exceed  $500 
million  a  year. 

For  example,  pilots  are 
working  out  how  to  save 
$30  million  a  year  in  fuel 
by  cutting  use  of  auxiliary 
power  units  on  the 
ground  ( United  planes  av- 
erage an  hour  each  land- 
ing, versus  industry  best 
practice  of  15  minutes). 
The  same  amount  could  be 
cut  by  allowing  staff  to 
swap  shift  assignments  to 
cope  with  personal  needs. 
Shift  swapping  used  to  be 
banned,  so  people  simply 
didn't  show  up  for  work. 

Last  year  UAL  lost  $11 
million  (61  cents  a  share) 
after  an  accounting 
change,  on  revenues  of  $14 
billion.  But  Wall  Street 
thinks  that  with  lower  costs 
and  firmer  fares  the  carri- 
er will  earn  close  to  $8  a 
share  this  year. 

An  early  sign  that  Unit- 
ed may  be  on  an  upswing: 
In  on-time  performance, 
United  went  from  eighth  or 
ninth  among  major  carri- 
ers to  second  by  year- end 
(Northwest  is  first,  ac- 
cording to  Transportation 
Department  records), 
with  all  the  improvement 
coming  after  the  employ- 
ee buyout.  -H.B.  ■ 
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Our  Special  Investigative  Units  track  down  and  aggressively 


prosecute  fraud  wherever  they  find  it.  Not  just  because  fraud 


Most  Companies  Try  To  Avoid  Fraud. 


costs  the  insurance  industry  billions  every  year. 


But  because  Workers  Compensation  fraud  adds 


to  the  already  high  cost  of  doing  business  for  all 


We  Look  For  It. 


industries.  Including  yours. 


So  fraud  actually  costs  more  than  money.  It  can  cost  jobs.  If  you're  interested  in  flexible, 


LIBERTY 

cost-effective  ways  to  stop  it  in  its  tracks,  talk  to  Liberty  Mutual.  MUTUAL 


I  Liberty  Mutual  Group 


/   J. 


.  [talon's  bench  seat  features 

a  retractable  armrest  for 
more  personal  driving  comfort. 


It    is    a    world    of   superior    COMFORT, 
room    and    refined    driving    performance. 

It    has    an    expansive    WH  I  S  PE  R- QU  I  ET 
interior    that    offers    a    SERENE    feeling    unlike 
anything    else.      It    has    a    MUSCULAR 

1  9  2  -  h  o  r  s  e  p  o  we  r    V6    engine    and    a 
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Introducing  AVALON 


It 


is    an    experience 


You  have  a  choice  of  plush  bucket  seats  or  a  spacious  bench  (shown) 
that  allows  Avalon  to  accommodate  six  passengers. 


©1995  Toyota  Motor  Sales,  U.S.A.,  Inc.  Buckle  Up!  Do  it  for  those  who  love  you.  '  Starling  MSRP  without  freight  for  Avalon  XL  with  bucket  seats. 
Avalon  XLS  with  optional  equipment  shown.  Actual  dealer  prices  may  vary. 
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DPHISTICATED    suspension    system 

that    sets    new    standards    of   driving 
EXCELLENCE.    It    is    the    highest    level 
of  Toyota    CRAFTSMANSHIP, 
QUALITY    and    technology. 
nd    it    is    built    exclusively    in    America. 

It    is    AVALON...the    new    FLAGSHIP    from    Toyota. ..starting    at    only    $22,758.* 

Experience    the    TRANQUILITY.    Call    1  -  8  0  0  -  G  O -TOYOTA    for    a    VIDEO, 
COMPUTER    DISKETTE    or    BROCHURE    and    location    of  your    NEAREST    DEALER. 

®  TOYOTA  A V A  L  O  N 

I    Love  What  You  Do  For  Me 


l-mounled  glass  and  '/ 

bands  make  Avalun        fl 
far  the  ear  and  more 
,pleasingjbr  the  eye. 
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A  liquui-Jilled  engine  mount 
makes  a  quiet,  all-aluminum 
engine  even  quieter. 


'Because  we've  solved  your  fax  needs 

year  after  year,  we  can  still  be 

reached  at  the  following  number." 


To  become  #1  and  stay  there  for  8  years  in  a  row,  you  have 
to  make  innovative  products  that  provide  real  solutions. 

With  breakthroughs  like  the  multifunctional  FO-5450  laser 
fax.  It  has  built-in  PC  connectivity  to  increase  your  product- 
ivity. And  with  the  touch  of  a  finger  you  can  fax,  copy,  scan 
and  print  right  from  your  computer. 

But  that's  not  all.  Sharp  offers  a  complete  line  of  facsimile 
products  from  thermal  to  plain  paper  ink  jet  and  laser  tech- 
nology; all  designed  to  fit  your  company's  individual  needs. 

For  more  information  on  selecting  the  fax  that's  right  for 
your  business,  fax  1-800-3-SHARP-3  or  call  to  receive  your 
free  kit  with  an  interactive  computer  disk. 
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COPIERS  •  FKCHMILE  •  CASH  REGISTERS  •  CALCULATORS  •  COMPUTERS  •  SCAI. 

©  1995  Sharp  Electronics  Co 


IERS  •  LASER 


FROM  SHARP  MINDS 
COME  SHARP  PRODUCTS' 
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Vladivostok  harbor 

Formerly  a  city  closed  to  foreigners,  it  is  now  the  gateway  to  the  vast  riches  of  the  Russian  Far  East. 

Vladivostok:  Far-fetched  as  that  seems  at  the  moment,  this  rusting 
naval  base  has  a  glorious  future.  Proceed,  however,  at  your  own  risk. 

iRussia-on-  the  -Pacific 


By  Paul  Klebnikov 

Last  SUMMER  Hyundai,  the  South 
iKorean  conglomerate,  cleared  the  site 
Ifor  a  S52  million  business  center 
[downtown  in  the  Russian  Pacific 
■Ocean  port  of  Vladivostok,  but  now 
Ithe  bulldozers  stand  idle.  Without 
Kvarning,  the  city  government  slapped 
Ian    extra    construction    tax    on    the 

jroject,  rendering  it  uneconomical. 
|"Hyundai   did    not   have   the   right 

friends,"  notes  one  local  financier, 

:mphasizing  the  word  right. 
Rendered    utterly   cynical    by    70 

fears  of  corrupt  and  brutal  socialism, 


Russian  society  today  is  like  that.  It's 
not  who  you  know  that  counts;  it's 
who  you  bribe  or  who  you  cut  into  the 
deal  and  for  how  much. 

Nowhere  is  this  more  so  than  in  the 
bustling  port  city  of  Vladivostok, 
5,620  miles  east  of  Moscow.  Bak- 
sheesh is  the  supreme  law  here,  Boris 
Yeltsin's  decrees  a  faraway  echo. 

Vladivostok  is  virtually  owned  by  a 
small  clique  of  bureaucrats  and  man- 
agers. The  Vladivostok  mafia  has  a 
name:  PAKT,  an  acronym  for  Russian 
words  meaning  Primorsk  Producers' 


Shareholders  Corp. 

It  is  PAKT  and  not  Boris  Yeltsin  that 
you  deal  with  in  Vladivostok. 

pakt  is  a  loose  grouping  of  ex- 
bureaucrats  and  industrial  managers 
from  Vladivostok  and  the  Primorsk 
region  who  wield  more  power  today 
than  they  did  under  the  old  system. 
They  first  pooled  resources  in  the 
summer  of  1992,  scraping  together — 
not  necessarily  through  legal  means — 
the  equivalent  of  $2  million,  which 
they  used  to  buy  major  stakes  in  32 
newly  privatizing  businesses.  These 
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Vladivostok 


Downtown  Vladivostok 

A  shadowy  organization  called  PAKT  virtually  owns  the  town. 


included  navigational  instruments 
company  Variag,  the  Vladivostok 
Trawler  &  Refrigeration  Fleet  and 
Spaask  Cement. 

Anatolii  Pavlov,  the  former  head  of 
foreign  trade  for  the  Primorsk  region 
and  its  former  deputy  governor,  was 
one  of  the  founders  of  pakt.  He  is 
refreshingly  frank  about  the  organiza- 
tion's purposes:  "We  had  a  certain 
circle  of  friends,  and  our  aim  was  to 
make  sure  that  this  circle  of  people 
remained  in  charge  of  local  business." 

PAKT's  $2  million  grubstake  rose  to 


$50  million,  as  quoted  on  the  local 
stock  exchange  (see  box,  opposite  )  and 
is  probably  worth  much  more. 

There  was  opposition  to  this  power 
grab.  A  former  navy  officer  named 
Viktor  Cherepkov  campaigned  for 
mayor  of  Vladivostok  on  a  populist 
anti-PAKT  platform  and  won.  He 
didn't  last  long. 

With  crime  out  of  control  in  the  city 
and  its  environs,  Russian  President 
Boris  Yeltsin  appointed  a  pakt  stal- 
wart, Evgenii  Naztratenko,  as  gover- 
nor of  the  Primorsk  region.  In  a  blitz- 


I  "God  himself 
willed  this  region 
to  prosper!" 


Vladivostok  is  an 
hour  from  Japan, 
an  hour  from 
China  and 
three  hours  from 
South  Korea.  It's 
also  where  the 
Trans-Siberian 
railroad  meets 
the  sea. 
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Governor  Evgenii  Naztratenko 
A  master  of  dirty  politics. 


krieg  of  dirty  politics,  the  democrati- 
cally elected  mayor,  Cherepkov,  was 
accused  of  corruption  by  the  new 
governor.  The  governor  sent  in  riot 
police  wearing  masks  to  evict  the  may- 
or from  his  office  and  appointed  an 
old  communist  as  his  replacement. 
The  ex-mayor's  son  was  arrested  for 
allegedly  stealing  a  personal  computer 
from  his  school  and  was  sentenced  to 
seven  years  in  jail. 

After  a  few  impudent  journalists 
were  beaten  up,  the  local  press  ceased 
to  speak  out  against  the  administra- 
tion. In  this  environment,  the  smaller 
mafia  gangs  are  flourishing.  They 
control  the  Vladivostok  docks  and  the 
imported  car  market,  connive  to  get 
lucrative  real  estate  deals  and  routine- 
ly shake  down  local  merchants  and 
businessmen.  Dimitri  Krishchenko,  a 
28 -year-old  former  navy  officer  who 
is  general  manager  of  Feji  Financial 
Group,  a  local  trading  and  financial 
services  company,  complains: 

"The  police  have  stopped  func- 
tioning. And  I  can't  say  that  the 
courts  are  any  good,  either." 

Despite  the  absence  of  government 
services,  the  taxes  are  exorbitant.  Ac- 
cording to  Seattle-based  newsletter  i 
Russian  Far  East  Update,  businesses 
must  cope 'with  at  least  18  different  i 
levies^  including  a  police  maintenance 
tax,  a  regional  cleanup  tax  and  a  tax  to 
support    the     "nonbudget    science 
fund."  Federal  and  local  taxes  can  eat  I 
up  as  much  as  90%  of  profits. 

Moans  Anatolii  Pavlov:  "The  cen- 
tral government  imposes  such  heavy 
taxes  and  regulations  on  us  that  we  are 
not  able  to  enter  properly  into  the 
Asian-Pacific  economy." 

There   is   one   consolation:   Petty 
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crime  has  been  curbed  by  the  big 
criminals.  With  the  turf  more  clearly 
divided  there  is  less  violence  in  Vladi- 
vostok than  in  Moscow. 

Was  it  very  different  in  the  old 
American  Wild  West?  Probably  not. 

Vladivostok,  with  its  beautiful  nat- 
ural harbor,  is,  for  all  this  turmoil,  the 
future.  "Look  at  the  geography,"  ex- 
ults Siberian  business  magnate  Alex- 
ander Kirilichev.  "God  himself  willed 
this  region  to  prosper!"  Kirilichev's 
Primorsk  Shipping  Co.,  based  75 
miles  east  of  Vladivostok,  owns  a  fleet 
of  tankers  and  is  one  of  the  largest 
companies  in  the  region. 


Vladivostok  is  an  hour's  flight  from 
Japan,  an  hour  from  China,  three 
hours  from  South  Korea  (see  map). 
The  Russian  Far  East  is  two-thirds  the 
size  of  the  continental  U.S.  but  con- 
tains just  8  million  people — 3  people 
per  square  mile.  Vladivostok  is  sur- 
rounded by  wilderness  (see  box,  p.  90). 
Even'  few  years  municipal  authorities 
have  to  deal  with  a  Siberian  tiger  that 
wanders  in  from  the  forest  in  search  of 
city  dogs  for  his  supper. 

For  decades  Vladivostok  was  a  na- 
val base,  closed  to  foreigners.  The 
rusting  Russian  Pacific  Fleet  still  sits  in 
the  harbor,  in  such  dire  condition  that 


in  1993  four  naval  cadets  died  of 
starvation.  With  Vladivostok  closed, 
most  of  the  commercial  traffic  flowed 
through  the  nearby  ports  of  Nakhod- 
ka and  Vostochny. 

Now,  like  old  San  Francisco,  Vladi- 
vostok has  two  great  things  going  for 
it:  undeveloped  natural  resources  and 
an  unbeatable  location. 

In  its  wilderness  lie  great  riches: 

Fish:  The  Sea  of  Okhotsk,  which 
until  recently  served  as  a  huge  private 
lake  for  the  Soviet  Pacific  Fleet,  is 
the  most  fertile  fishing  ground  in 
the  world. 

Precious  metals  and  stones:  The 


Buying  a  piece 

of  Vladivostok 
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Says  Victor  Sakharov,  the 
36-year-old  biologist  who 
serves  as  president  of  the 
Vladivostok  Stock  Ex- 
change: "It's  always  the 
same  story.  The  first  ones 
who  arrive  say,  'It's  a  ter- 
rible market!  Don't  go 
there.'  Meanwhile, 
they're  busy  buying  up  all 
the  stocks  themselves." 

Yes,  there  is  a  Vladivos- 
tok Stock  Exchange,  estab- 
lished in  the  former  sauna 
and  basketball  court  of  the 
local  Communist  Party. 
The  VSE  has  all  the  accou- 
trements: 82  licensed 
brokerage  houses  as  mem- 
bers, a  centralized  quota- 
tion system  with  NYSE-style 
specialists  who  trade  on 
the  floor.  The  exchange  has 
a  central  clearing  organi- 
zation that  acts  as  nominee 
for  member  firms. 

What  it  doesn't  have  is 
much  volume  or  liquid- 
p.i3    ity — most  trading  here  is 
done  privately.  Some  320 
companies  are  quoted  on 
the  exchange.  Their  com- 
bined market  capitaliza- 
tion rose  to  S 1  billion  last 
autumn,  before  falling  to 
bout  S400  million  in  the 
ecent  bear  market. 
These  prices  are,  of  course, 


pretty  theoretical. 

The  biggest  stock  is  Far 
East  Shipping  Co.,  with  es- 
timated sales  of  S250  mil- 
lion last  year,  profits  of  S35 
million.  It  has  265  ships 
(total  deadweight  tonnage: 
2  million),  including  bulk 
carriers,  container  ships  and 
reefers.  Its  market  P/E:  3. 

Western  buyers,  at- 
tracted by  these  incredible  - 
sounding  bargains,  ac- 
counted for  the  majority  of 
the  action  of  the  Vladi- 
vostok exchange  last  year. 


Mostly  those  were  bro- 
kers like  cs  First  Boston  and 
American  hedge  funds. 
Together  these  foreign  pri- 
vate investors  hold  any- 
where from  10%  to  30%  of 
the  equity-  of  the  largest 
companies. 

English-born  former 
Eurobond  trader  Andrew 
Fox  is  managing  director 
of  Pacific  Gemini,  one  of 
the  largest  local  broker- 
ages. Undeterred  by  such 
problems  as  corruption, 
the  uncertainty  of  titles  and 


the  breakdown  of  civil  au- 
thority, Fox  has  been  grab- 
bing up  bargains.  He 
bought  1%  of  Spaask  Ce- 
ment for  1.5  cents  a 
share;  the  price  zoomed  up 
to  S6  a  share. 

Now  Fox,  who  man- 
ages the  SI 2. 4  million  First 
Vladivostok  Fund  for  for- 
eign investors,  is  planning  a 
S25  million  Dublin-listed 
fund  this  year.  Keep  in 
mind  the  relationship  be- 
tween risk  and  reward. 


The  Vladivostok  stock  exchange 
Bargain-priced  assets;  little  liquidity. 
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LEFT: 

Trans-Siberian  rail 
yards  at  Vladivostok 
The  conduit  for 
Russia's  export 
of  timber,  coal 
and  metals  to 
Asia. 


Russian  Far  East  accounted  for  about 
1 5%  of  the  world's  gold  production  in 
the  mid-1980s  and  nearly  a  quarter  of 
its  diamonds. 

Timber:  The  estimated  timber  re- 
serves of  just  three  Far  Eastern  prov- 
inces— Primorsk,  Khabarovsk  and 
Amursk — are  318  billion  cubic  feet. 
That's  nearly  half  the  timber  reserves 
of  the  entire  U.S.,  including  Alaska. 

More  and  more  of  these  goods  are 
starting  to  move  through  Vladivostok 
and  neighboring  ports  to  the  outside 
world.  Last  year  Vladivostok  and  its 
neighboring  ports  shipped  over  $1 
billion  worth  of  aluminum  alone. 

Already,  the  tonnage  moved 
through  Vladivostok,  Nakhodka  and 
Vostochny  combined  is  equivalent  to 
what  goes  through  either  the  port  of 
Los  Angeles  or  Seattle-Tacoma. 

Even  more  than  resources,  Vladi- 
vostok's greatest  asset  is  its  location. 
It  is  the  eastern  terminus  of  the  great 
Trans-Siberian  railroad.  When  the 
5,787-mile     railroad     was     pushed 


RIGHT: 

A  lone  farm  in 
Primorsk  province 
Despite  good 
soil,  a  relatively 
mild  climate  and 
abundant  fish  and 
timber,  the  Rus- 
sian Far  East  is 
one  of  the  most 
underpopulated 
regions  on  earth. 


across  mountains,  swamps  and  forests 
by  the  Russian  czars  100  years  ago,  it 
was  considered  the  greatest  engineer- 
ing feat  of  its  time — more  than  twice 
as  long  as  the  great  American  trans- 
continental railroads  that  preceded  it 
by  a  few  decades.  The  Trans-Siberian 
stretches  from  Moscow  to  the  Pacif- 
ic— a  land  bridge  between  the  busy 
workshops  of  Asia  and  the  rich  mar- 
kets of  Europe. 

Now  it  is  being  upgraded  by  Sea- 
Land  Service,  a  division  of  CSX  Corp. 
Sea- Land  is  investing  several  million 
dollars  to  improve  the  railroad's  com- 
puter systems,  customer  sendee  and 
container-handling  capacity. 

Eventually,  predicts  Jack  Helton, 
chief  of  Sea-Land's  Moscow  office,  it 
will  be  cheaper  to  ship  goods  from  the 
Pacific  to  Europe  via  the  Trans-Siberi- 
an than  bv  sea  routes  through  the 
Suez  Canal. 

Say  you  want  to  ship  a  container  of 
television  sets  from  Pusan,  in  South 
Korea,  to  Vienna.  Alreadv  the  Trans- 


Siberian  route  costs  about  the  same  as 
sea  transport  and  saves  one  week. 
From  Pusan  to  Moscow?  The  Trans- 
Siberian  saves  three  weeks. 

Unloaded  from  ships  in  the  port  of 
Vostochny,  two  hours'  drive  east  of 
Vladivostok,  containers  full  of  Chi- 
nese textiles,  South  Korean  consumer 
electronics  and  Japanese  auto  parts 
are  rolling  west  along  the  Trans-Sibe- 
rian railroad  to  Scandinavia  and  Cen- 
tral Europe. 

Those  containers  return  east  load- 
ed with  Finnish  paper  products  and  ! 
Czech  chemicals  bound  for  Asia-Pa- 
cific markets.  If  under  communism  I 
Siberia  separated  East  Asia  from  Eu- 
rope, today  its  railroad  connects  the 
two  great  scenes  of  economic  activity. 

Will  the  corruption  and  chaos  sink 
the  growth?  In  the  long  run,  no,  but 
for  now,  doing  business  here  is  only 
for  those  with  strong  nerves,  saindy 
patience  and  a  willingness  to  get  in- 
volved in  bribe-giving. 

Americans  who  do  come  find  a 
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welcome.  Anatolii  Pavlov  explains 
why:  "We  live  on  separate  continents, 
Americans  and  Russians.  You  don't 
need  our  land  and  we  don't  need 
yours.  That's  not  something  we  can 
?e  sure  about  with  our  neighbors." 

"Our  neighbors" — a  term  heavily 
weighted  with  racism  in  this  con- 
text— refers,  of  course,  to  the  1.2 
million  Chinese  who  pack  themselves 
into  a  space  not  much  larger  than  that 
occupied  by  the  8  million  Far  Eastern 
Russians.  In  the  relaxation  of  controls 
that  followed  the  collapse  of  social- 
i  ism,  thousands  of  Chinese  swarmed 
over  the  border.  They  were  mostly 
petty  traders  selling  merchandise 
from  their  suitcases  or  laborers  look 
ing  for  work. 

This  harmless  influx  frightened  the 
wits  out  of  the  locals.  Last  summer,  in 

massive  police  sweep  code-named 
Operation  Foreigner,  Governor  Naz- 
gcti    tratenko  rounded  Lip  most  oi  the  Chi- 
nese in  Vladivostok  and  its  environs 
and  sent  them  home.   The  populace 

wbes  ■  March  27.  1995 


Ml 

n 

::: 

ist 

C. 

m 

:." 

•Sh 

10 

!0ii 

Si 


cheered.  Neither  the  Chinese  nor  the 
Russians  have  forgotten  that  the 
Vladivostok  area  was  originally  part  of 
the  Chinese  empire.  Nor  has  either 
party  forgotten  the  short  but  bloody 
border  war  fought  in  1969  between 
what  were  then  two  rival  communist 
empires. 

What  about  Japanr  In  Vladivostok, 
four  out  of  five  cars  on  the  street  are 
Japanese  makes,  the  new  rich  tooling 
about  in  Toyota  Land  Cruisers.  Over 
the  past  two  years  Japanese  money  has 
gone  into  setting  up  trading  opera- 
tions, upgrading  airports  and  port 
facilities,  building  hotels,  construct- 
ing sawmills  and  fish  farms.  But  the 
big  Japanese  money  is  holding  back. 
The  two  nations  still  quarrel  over 
Tokyo's  claims  to  four  of  the  Kurile 
Islands  seized  by  Stalin  at  the  end  of 
World  War  II. 

The  South  Koreans  have  taken  full 
advantage  of  the  opportunity  pro- 
duced by  Russia's  dislike  of  its  other 
two    close    neighbors.    They    persist 


where  other  foreigners  might  give  up. 
Kim  Woo-Choong,  chairman  of  the 
S41  billion  (sales)  Daewoo  Group, 
explains:  "We  [Koreans]  are  late  in 
|  competing  in  the  more  advanced 
2  countries,  so  we  need  to  look  at  the 
new  markets.  That  means  China,  In- 
dia and  the  former  Soviet  Union." 

The  giant  South  Korean  conglom- 
erates, like  Samsung,  Daewoo,  Hyun- 
dai and  LG  Group,  have  been  aggres- 
sive investors.  Samsung  did  about 
S500  million  in  trade  with  the  former 
Soviet  Union  last  year;  the  trade 
should  hit  $700  million  this  year. 
Among  Samsung's  activities:  S260 
million  in  housing  and  hospital  con- 
struction projects  in  Russia  and  Ka- 
zakhstan, a  joint  venture  producing 
telephone  switching  equipment  in 
Pskov,  a  TV  assembly  plant  in  central 
Siberia  and  a  VCR  assembly  plant  in 
Voronezh. 

Daewoo  is  probably  the  most 
heavily  involved  of  the  South  Korean 
conglomerates — not  only  in  Asiatic 
Russia  but  throughout  the  former 
Soviet  Union.  Daewoo  has  put  seri- 
ous money  on  the  line.  It  is  construct- 
ing a  $250  million  business  center  in 
Moscow  and  has  opened  a  chain  of 
retail  outlets  in  the  Russian  Far  East. 
It  is  also  investing  $658  million  in  a 
new  car  plant  in  Uzbekistan.  Produc- 
tion, which  is  due  to  start  next  year,  is 
projected  to  reach  160,000  cars  per 
year  by  2000. 

Where  are  the  Americans?  Their 
biggest  deal  to  date  is  the  $akhalin 
Island  oil  project.  An  international 
consortium    of  companies,    led    by 


The  Trans-Siberian  doesn't 
cost  any  more  and  takes 
significantly  less  time  than 
shipping  by  sea. 


Marathon  Oil,  and  including  McDer- 
mott  International,  Mitsui,  Mitsubi- 
shi and  Royal  Dutch/Shell,  is  await- 
ing parliamentary  approvial  for  its  $  1 0 
billion  offshore  oil  and  gas  develop- 
ment project.  Exxon  is  involved  in 
two  other  projects  off  Sakhalin  Island. 
(Aprils  Amax  has  received  "a  full 
go-ahead"  on  its  S150  million  gold- 
mining  joint  venture   in    Magadan. 
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Vladivostok 


An  unspoiled 
wilderness 

Tourism  will  one  day  be 
an  enormous  business  in  the 
Russian  Far  East,  the 
greatest  expanse  of  virgin 
wilderness  left  in  the 
world.  A  wild,  mountainous 
place,  it  is,  apart  from 
Vladivostok  (pop.  900,000) 
and  a  few  other  cities,  vir- 
tually uninhabited. 

The  climate?  Forget 
your  stereotypes  about  Si- 
beria. Vladivostok  has  a 
relatively  mild  climate, 
rather  like  that  of  New 
York  or  Boston,  thanks  to 
its  coastal  location. 

Accommodations:  Try 
the  deluxe  Hotel  Versailles 
($220  a  night),  situated 
in  a  sumptuous  neoclassical 
building  that  used  to  be 
an  opium  den  for  visiting 
Chinese  merchants,  or 
the  American-style  motel 
called  die  Vlad  Motor 
Inn  ($175  a  night). 

There  are  many  good 
Japanese,  Korean,  Chinese 
and  Russian  restaurants 
in  town.  And  an  Australian 
restaurant,  Captain 
Cook,  offers  good  steak  or 
lamb  chops.  Dinner  for 
two:  $100,  vodka  included. 

Outside  Vladivostok 


The  Bay  of  Peter  the  Great,  south  of  Vladivostok 
Unmatched  wilderness;  enormous  tourist  potential. 


the  coastline  is  beautiful 
and  desolate.  It  looks 
rather  like  northern  Cali- 
fornia might  have  looked 
before  development  set  in. 
Swimming?  The  ocean 
water  in  summer  is  quite 
warm,  about  75  degrees. 

But  there's  more  to  the 
Russian  Far  East  than 
coastline.  Inland  is  the 
taiga,  the  legendary  Siberi- 
an forest.  Near  Vladivos- 
tok, it  has  many  of  the  char- 
acteristics of  a  subtropical 
rain  forest.  The  local  nature 
preserves  are  a  good  place 
to  try  to  catch  a  glimpse  of 
the  elusive  Siberian  tiger 
or  the  rare  Amur  leopard. 


For  hunters  there  is  the 
local  brown  bear  (which 
can  be  bigger  than  the 
American  grizzly),  the  red 
deer  (similar  to  an  elk) 
and  wild  boar.  With 
enough  money,  a  license 
is  easy  to  get.  The  rivers  are 
filled  with  fish — lots  of 
trout  and  salmon,  as  well  as 
exotic  species,  such  as  tai- 
men  and  kunja. 

Bird-watching?  Lake 
Khanka,  on  the  Chinese 
border,  is  a  stopover  for 
migratory  birds.  You'll  see 
lots  of  exotic  species,  like 
the  Siberian  crane  and  the 
Chinese  merganser. 

A  four-hour  flight  east 


from  Vladivostok  gets  you 
to  the  spectacular  Kam- 
chatka peninsula.  It  con- 
tains the  Valley  of  the 
Geysers,  second  only  to 
Yellowstone  in  geyser  ac- 
tivity. You  can  trek  past  ac- 
tive volcanoes  like  Mount 
Kliuchevskv  or  cruise  along 
the  Bering  Sea  coast  to 
see  polar  bears,  arctic  fox, 
whales  and  walruses. 

Heading  west,  deeper 
into  Asian  Russia,  a  four- 
hour  flight  will  get  you  to 
the  crystal-clear  waters  of 
Lake  Baikal.  One  of  the 
natural  wonders  of  the 
world,  it  contains  one- 
fifth  of  the  earth's  supply  of 
fresh  water. 

Alaska  Airlines,  Korean 
Air  Lines,  Japan  Air  Lines 
and  Aeroflot  offer  service 
into  the  Russian  Far  East.  A 
few  American  outfits  run 
tours  there.  New  York's 
American  Museum  of 
Natural  History  offers 
summer  boat  tours  to 
the  area.  Kent,  Wash.- 
based  R.E.I.  Adventures 
runs  sightseeing  and  trek- 
king tours. 

For  hunting,  fishing  or 
whitewater  rafting,  Los  An- 
geles-based Uni world  or 
Anchorage -based  Ouzel 
Expeditions  offers  travel 
packages.  -P.K.    WM 


Sea- Land  is  heavily  involved  in  con- 
tainer shipping.  All  Alaskan  Seafoods 
has  a  joint  venture  with  Dalmorepro- 
duct,  the  largest  fishing  company  in 
the  Russian  Far  East.  Food  retailers 
like  Associated  Grocers  and  American 
Globus  are  busy  shipping  groceries 
and  setting  up  distribution  networks. 

But  Weyerhaeuser  is  still  waiting 
for  a  response  on  two  logging  projects 
in  the  Primorsk  and  Khabarovsk  re- 
gions. The  U.S.  company  would  in- 
vest $500  million  and  aim  at  produc- 
ing 70  million  cubic  feet  of  timber 
products  annually. 

Russia's  Far  East  is  something  of  a 
paradox.  On  the  one  hand,  the  Rus- 
sian Pacific  region  would  like  more 
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autonomy  from  the  dead  hand  of  the 
Moscow  bureaucracy.  On  the  other 
hand,  it  acutely  feels  the  need  of 
Russian  protection  against  the  per- 
ceived threat  from  the  South.  In  the 
end  the  fear — no,  paranoia — about 
China  will  probably  overcome  the 
separatist  urge.  Russia  needs  Siberia, 
but  Siberia  needs  Russia,  too. 

Meanwhile,  the  Koreans  patiently 
negotiate  over  what  may  well  be  the 
biggest  deal  yet  in  the  Russian  Far 
East:  a  project  to  develop  the  natural 
gas,  oil,  coal  and  nonferrous  metal 
resources  of  Yakutia/Sakha,  in  the 
center  of  the  Russian  Far  East.  A 
consortium  of  13  Korean  companies, 
including  Daewoo,  Samsung  and  LG 


Group,  has  already  spent  $20  million  i 
on  feasibility  studies.  The  group  plans 
to  invest  $22  billion  over  ten  years  to 
construct  a  3,000-mile  pipeline,  high- 
way and  railroad  from  Yakutia/Sakha  i 
to  the  Vladivostok  region,  and  then  i 
down  to  South  Korea,  thus  knitting 
the     entire     area     closer     together 
and    providing    energy    for    future 
development. 

Predicts  Daewoo's  Kim:  "Once 
you  get  that  pipeline,  highway  and 
railroad,  the  whole  atmosphere  [of 
the  Russian  Far  East]  will  change." 
He's  right.  The  Russian  Far  East  will 
be  to  the  early  21st  century  what  the 
American  West  was  to  the  late  19th 


centurv. 
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Today,  sharing  a  common  direction  and  vision 
for  a  company's  future  is  critical.  If  s  a  key  principle 
used  in  "organizational  learning" — one  that  can 
increase  employee  commitment,  energy  and  perfor- 
mance. By  applying  these  revolutionary  principles, 
companies  can  learn  and  profit  from  change. 

The  journey  to  organizational  learning  can 
be  a  long  one.  However,  Arthur  Andersen  can  help 
companies  turn  lofty  principles  into  tangible, 
measurable  performance  improvement. 

Using  the  proprietary  Global  Best  PracticesSM 
knowledge  base,  Arthur  Andersen  professionals  will 
offer  insights  into  how  the  world's  finest  companies 
have  managed  change.  They'll  work  with  you  to  help 
you  implement  what  you've  learned.  With  wisdom 
gained  from  thousands  of  engagements  in 
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implementing  change,  and  the  experience  of 
applying  learning  principles  internally,  you  can 
trust  Arthur  Andersen. 

Find  out  how  you  can  develop  a  shared  vision. 
To  learn  how  Arthur  Andersen  can  help  you 
turn  learning  theory  into  successful 
reality,  caU  1-800-257-2915. 


Global  Best  Practices 


Putting  insight 
into  practice™ 

aArthur 
Andersen 


Arthur  Andersen  &  Co,  SC 


TAXING  MATTERS 


EDITED  BY  LAURA  SAUNDERS 


Want  to  minimize  your  chances  of  going  head-to-head 
with  an  IRS  auditor?  Here  are  the  latest  tips. 

Yellow  lights 
and  red  lights 


Whether  you're  inno- 
cent or  not,  tax  audits 
are  too  often  nasty,  brut- 
ish and  long.  And  expen- 
sive. "I  have  a  client  with 
a  legitimate  $730,000 
loss  from  the  early  1980s 
that  the  irs  wrongly 
nailed  as  a  tax  straddle," 
says  cpa  Ralph  Anderson  of  M.R. 
Weiser  &  Co.  in  New  York.  "The  IRS 
is  about  to  allow  the  loss,  but  it  has 
taken  ten  years  and  cost  $450,000  in 
fees."  Even  small  matters  can  cost 
$500  and  up  to  straighten  out,  says 
CPA  Douglas  Stives  of  Curchin  &  Co. 
in  Red  Bank,  N.J. 

So  it  pays  to  avoid  waving  any  red 
flags  in  the  Internal  Revenue  Service's 
face.  But  how?  Here  is  what  we  know. 

Overall,  your  chance  of  being  au- 
dited is  small.  This  year  115  million 
individual  returns  will  be  filed  but 
only  1.1  million  will  be  audited.  The 
audit  rate  is  highest  in  Alaska,  Nevada 
and  Wyoming.  It's  lowest  in  Massa- 
chusetts, Maine  and  Rhode  Island. 


It's  also  higher  for  people 
with  high  incomes.  The  au- 
dit rate  is  0.9%  for  taxpayers 
with  adjusted  gross  income 
between  $50,000  and 
$75,000,  but  4%  for  those 
with  incomes  above 
$100,000.  Like  Willie  Sut- 
ton, the  IRS  goes  where  the 
money  is. 

How  does  the  irs 
choose  its  audit  vic- 
tims? Unless  you  are 
part  of  a  special  group  J 
that  the  irs  is  target- 
ing— such  as  lawyers,  ] 
waiters,  auto  dealers  | 
or  Hollywood  pro- 
ducers— chances  are 
pretty  good  thatyour 
return  has  been  se- 
lected by  a  scoring  system  based  on 
what  statisticians  call  a  discriminant 
function.  Banks  and  mail-order  firms 
use  such  techniques  to  decide  who 
gets  a  credit  card,  mortgage  or  junk- 
mail  catalog. 


Keep  a  low  profile 


Adjusted 
gross  income 


Total 

itemized 

deductions* 


Taxes 


Interestt 


Charitable 
contribution 


$25,000  to  $30,000 

34,8% 

8.3% 

14.5% 

3.9% 
3.5 

30,000  to  40,000 

28.1 

7.8 

12.6 

40,000  to  50,000 

24.7 

7.3 

10.8 

3.1 

50.000  to  75,000 

21.3 

7.2 

9.4 

2.6 

75,000  to  100.000 

19.9 

6.9 

8.3 

2.9 

100,000  tc  200,000 
•  200,000  and  over 

18.5 
14.3 

7.7 

7.2 

2.8 

8.1 

4.0 

3.3 

•Reflects  both  some  categories  not  shown  (such  as  casualty  losses)  and  certain  adjust- 
ments, mcludingor..;  tnat  trims  the  total  by  3%  of  income  over  $108, 450.    tSubstantially 
all  is  mortgage  Interest 
Source:  Statistics  of  Incor  e  Bulletin.  IRS,  Fall  1994. 

Do  your  tax 
deductions 
stick  out? 
Here  are  average 
deductions  as 
a  percent  of 
adjusted  gross 
income  for 
1993  returns. 
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The  irs'  discriminant  function  ana- 
lyzes returns  lor  all  individuals, corpo- 
rations with  less  than  $10  million  in 
revenue  and  partnerships  with  ten  or 
fewer  partners.  It  compares  the  en- 
tries (or  lack  of  them)  on  your  return 
with  various  norms.  The  greater  the 
discrepancies,  the  higher  your  total 
score.  The  highest  scorers  are  audit 
candidates  (see  box,  opposite). 

What  are  the  norms?  In  theory, 
they  are  secrets  as  closely  guarded  as 
the  formula  for  Coca-Cola.  In  fact, 
however,  tax  pros  have  some  idea  of 
what  will  cause  the  irs  computer's 
pulse  to  race. 

Amir  Aczel,  a  statistics  professor  at 
Bentley  College  near  Boston,  under- 
went a  horrendous  audit  for  a  1989 
return.  Inspired  by  his  experience,  he 
used  his  knowledge  of  statistics  to  try 
to  crack  the  irs  scoring  system.  By 
writing  to  CPAs  across  the  count™ 
Aczel  obtained  copies  of 
1,200  real  tax  returns 
(without  identifica- 
tion), of  which  600 
were  audited  by  the 
irs.  Then  he  com- 
pared data  from  the 
audited  returns  with 
data  from  the  unau- 
dited returns. 

Aczel  found  that, 
in  general,  taxpayers 
should  pay  careful  attention  to  three 
schedules:  Schedule  A  (itemized  de- 
ductions), C  (profit  or  loss  from  a  I 
business)  and  F  (profit  or  loss  from  a  i 
farm).  Using  his  1,200-return  sam- 
ple, Aczel  devised  "safe,"  "cautious" 
and  "unsafe"  zones  for  deductions 
for  each  schedule. 

For  Schedule  A,  which  is  where  you  | 
deduct  such  things  as  charitable  contri- 
butions, state  taxes  and  mortgage  inter- 
est, Aczel  figures  diat  a  taxpayer  has  a  I 
very  low  chance  of  attracting  the  irs'I 
notice  if  his  or  her  deductions  are  lessf 
than  35%  6f  adjusted  gross  income.  I 
From  there  to  44%,  the  light  turns? 
yellow.  Go  above 
44%  and  you're  ask- 
ing for  trouble. 

Note  that  these 
limits  are  tar  more 
generous  than  the 
average  itemized 
deductions  claimed 
by  taxpayers  (see 
tabic). 
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The  ultimate  audit 

The  worst  audi  1  is  one 
that  nobody,  no  matter 
how  careful,  can  avoid: 
the  "taxpayer  compliance 
measurement  program" 
audit,  TCMP  for  short.  Every 
five  years  the  IRS  does  a 
soup-to-nuts  audit  of 
150,000  hapless  taxpay- 
ers chosen  at  random.  The 
IRS  says  its  aim  is  not  to 
collect  more  revenue  but  to 


get  data  to  update  its  au- 
dit scoring  system  (see  sto- 
ry). This  is  one  of  those 
years.  Letters  will  begin  go- 
ing out  in  October. 

What's  a  TCMP  audit 
like?  We  asked  former  irs 
Commissioner  Lawrence 
Gibbs,  who  was  a  tax  lawyer 
in  Dallas  when  the  IRS 
roulette  wheel  landed  on 
his  number  during  the 
early  1980s.  Gibbs  says  the 
auditor  made  him  verify 
each  mortgage  interest  pay- 


ment ind  show  that  un- 
identified bank  deposits 
were  not  hidden  income 
but  rather  reimbursed  ex- 
penses. But  he  didn't 
have  to  produce  his  chil- 
dren, as  some  TCMP  audi- 
tors ask  of  taxpayers  with 
dependent  deductions. 

Gibbs  keeps  neat  rec- 
ords and  plays  by  the  rules, 
so  his  TCMP  audit  took 
only  a  day  and  a  half  and  he 
didn't  owe  an  extra  dime. 

Gibbs  was  also  lucky 


that  he  was  in  the  tax  busi- 
ness. For  nonprofession- 
als, a  TCMP  can  be  brutal. 
"These  audits  can  easily 
take  five  or  six  times  as  long 
as  a  normal  exam,"  says 
David  Marcus,  a  cpa  with 
Paneth,  Haber  &  Zim- 
merman in  New  York. 
"And  they  cause  prob- 
lems between  us  and  our 
clients.  I  had  one  who 
owed  very  little  extra  in  tax- 
es, but  his  bill  from  me 
was  510,000."     -L.S.  H 


For    Schedule 
C,  business  prof- 
its and  losses,  the 
caution         zone 
starts  when  total 
expenses  hit  52% 
of  gross  income 
from  that  sched- 
ule. The  red  light 
flashes    when    they    top    67%.    For 
Schedule  F,  the  caution  zone  starts 
when  losses  hit  59%  of  gross  farm 
income,  the  unsafe  zone  at  71%. 

What  if  you  file  both  Schedule  A 
and  Schedule  C?  Then  Aczel  suggests 
that  you  combine  the  Schedule  C 
percentage  with  1.5  times  the  Sched- 
ule A  percentage.  Caution  point: 
105%.  But  he  emphasizes  that  it's  still 
important  to  make  sure  that  each 
schedule  by  itself  falls  below  the  dan- 
ger point. 

Aczel  wishes  he  could  have  taken 
his  own  advice.  The  year  he  was  audit- 
ed, his  Schedule  C  expenses  for  writ- 
ing textbooks  were  85%  of  his  Sched- 
ule C  income,  far  into  the  red  zone. 
(For  more  on  Aczel's  findings,  see  his 
How  to  Beat  the  irs  at  Its  Own  Game, 
Four  Walls  Eight  Windows,  1994.) 

Tax  accountants  offer  these  further 
tips  on  how  you  can  minimize  the  risk 
fan  audit. 
Pay  attention   to 
etails.      Use      the 
ailing  sticker  the 
RS      provides      to 
void  having  a  key- 
unch         operator 
ake  mistakes  typ- 
g  it  in.  Be  sure  to 
semble  the  sched- 
les  in  the  order  the 
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IRS  specifies  in  the  upper 
right  corner  of  each.  Avoid 
round  numbers  where  they 
don't  make  sense — such  as 
with  income — and  use 
them  where  they  do — as 
with  charitable  contribu- 
tions. "Nobody  gives 
S9,099  to  a  college,"  says 
New  York  CPA  Stuart 
Kessler  of  Goldstein  Golub 
Kessler. 

Explain  things  that  seem  odd  or 
suspicious.  It  is  rare,  for  example,  that 
affluent  taxpayers  have  enough  medi- 
cal expenses  (i.e.,  beyond  7.5%  of 
adjusted  gross  income)  to  qualify  for  a 
deduction.  If  you  do,  consider  attach- 
ing a  letter  explaining  why.  But  don't 
tell  the  irs  more  than  it  needs  to 
know.  "Never  explain  that  a  $200 
deduction  was  for  basketball  tickets, 
when  'entertainment  expense'  would 
do,"  says  David  Marcus,  a  CPA  with 
Paneth,  Haber  8c  Zimmerman  in 
New  York. 

Beware  the  home  office  deduction. 
Experts  say  it's  an  open  invitation  to 
irs  harassment.  Consider  the  case  of  a 
client  of  M.R.  Weiser's  Anderson.  He 
took  a  totally  justified  $36,000  de- 
duction for  a  home  office  for  his  real 
estate  business  in  1989.  But  defend- 
ing the  deduction,  which 
the  irs  allowed  in  full  last 
year,  cost  him  $55,000 
in  fees. 

Beware  casualty  losses.  Es- 
pecially if  they  don't  come 
from  a  general  disaster  such 
as  an  earthquake  or  flood. 
With  casualties  and  thefts, 
the  limits  on  deductibility 


are  so  stringent 
that  the  irs  fig- 
ures hardly  any- 
body legitimate- 
ly qualifies. 

Be  careful  with 
charitable  contri- 
butions, especially 
those  of  property. 
A  new  rule  this 
year  says  you 
must  have  a  receipt  from  a  charity — 
not  just  a  canceled  check — in  your 
hand  when  you  take  a  deduction  over 
$250.  If  you  round  up  the  receipt 
later  on,  then  the  IRS  can  disallow  it. 
Keep  contributions  of  property  below 
$500 — unless  you're  donating  a  Pi- 
casso— so  you  don't  have  to  attach  an 
itemized  list  to  your  return  or  an 
appraisal.  And  if  you  are  especially 
charitable  (more  than,  say,  12%  of 
income),  be  prepared  to  document  it. 
Don't  let  your  enemies  know  your  tax 
sins.  The  irs  sometimes  pays  small 
cash  bounties  to  tipsters.  For  many  of 
these  pigeons,  their  biggest  reward  is 
putting  the  tax- 
payer through 
hell  with  the  IRS. 
Most  informa- 
tion comes  from 
scorned  lovers  or 
ex-spouses. 

Don't  be  fa- 
mous. As  Willie 
Nelson,  Darryl 
Strawberry'  and  Leona  Helmsley  can 
all  attest,  the  irs  likes  to  get  maximum 
publicity  from  its  limited  auditing  re- 
sources. Keep  a  low  profile.  Don't 
brag  to  a  reporter  about  your  tax 
shelters.  -L.S.  Hi 


93 


You're  moving  a  $2  billion  portfolio  through  11  markets  in  11  days. 
And  you  have  zero  room  for  error. 


You've  had  a  lot  of  experience  in  managing  global 
portfolios,  but  when  your  company  merged  with  two 
others,  they  handed  you  a  $2  billion  headache. 


Not  a  task  for  an  ordinary  trading  firm. 
That's  why  you  began  by  holding  a  competition]  |0n  , 
for  the  assignment.  And  hired  the  firm  that  did  the 


Twenty-three  portfolios,  three  strategies  and  less        most  unexpected  thing. 


than  two  weeks  to  rationalize  and  reinvest  them. 


Instead  of  coming  to  you  with  a  marketing 
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Morgan  Stanley  is  a  registered  service  mark  of  Morgan  Stanley  Group  Inc 


ntation  and  a  troop  of  people,  they  brought  you  a 
tion.  A  computer-designed  model  outlining  a  plan 
the  entire  deal. 

Trades  broken  down  into  manageable  pieces  that 
uld  float  through  the  markets  unnoticed.  Hedges 


in  place  at  every  turn.  Every  transaction  accounted  for. 
With  no  cash  balances  at  the  end  of  each  day. 

And  a  complete  pncing  breakdown  —  for  you 
to  sign  off  on  and  for  them  to  live  up  to. 

You  know  they'll  come  through. 

MORGAN  STANLEY 
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Addition  is  a  positive  sign,  both  for  the  Essar  Group,  and  the 
country  it  is  resident  in,  India.  While  we  were  building  a 
professionally-led,  $2  billion-asset  company,  the  country's  consumer 
base  swelled  to  an  enticing  200  million. 

We  achieved  business  leadership  in  steel,  shipping,  oil  &  gas, 
power,  finance  and  are  looking  to  expand  our  scope,  internationally. 
India's  corporate  performance,  exhibiting  a  similar  trend,  is  expected  to 
spurt  by  30%.  Parallel  to  our  reckoning  among  the  world's  largest 
enterprises,  was  India's  recognition  among  its  5  premier  investment 
markets.  As  we  achieved  strategic  integration,  the  nation  reposed  faith 
in  a  market-driven  economy. 

It  is  only  logical  today  for  the  world  to  focus  on  the  new  India. 
Once  there,  converging  on  Essar  similarly  adds  up. 

STEEL«SHIPPING»OIL&  GAS'POWER'FINANCE'TURNKEY  PROJECTS'TRADING 


ESSAR 

INDIA 

A  positive  a++itude 
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Fax  business  enquiries  to  Bombay  91-22-493-2695,  London  44-71-839-3542,  New  York  1-212-758-5860,  Hong  Kong  852-526-5220. 


The  Czech  miracle  has  a  flaw.  Ironically,  this  flaw 
makes  Czech  assets  even  more  attractive. 

The  right  land 
of  problem 


Steve  H.  Hanke  is  a  professor 

of  Applied  Economics  at 

The  Johns  Hopkins  University  in  Baltimore. 


The  annual  meeting  of  the  World 
Economic  Forum  in  Davos,  Switzer- 
land is  one  of  the  great  watering  holes 
of  the  international  chattering  class. 
January's  meeting  afforded  me  the 
opportunity  to  visit  with  my  old 
friend  and  occasional  collaborator, 
Vaclav  Klaus,  prime  minister  of  the 
Czech  Republic. 

As  we  parted,  Vaclav  offered  me  a 
copy  of  his  most  recent  book,  Rebirth 
of  A  Country:  Five  Tears  After  (Rin- 
gier,  Prague,  1994).  That  little  gem 
explains  why  the  Czech  economy  re- 
mains one  of  the  healthiest  emerging 
economies.  The  Czech  case  represents 

stark  contrast  to  Mexico,  where  in- 
estor  confidence  is  wanting  and  asset 
rices  are  likely  to  keep  falling. 

The  policies  that  have  been  the  key 
o  the  Czech  Republic's  success  are: 

1 )  The  Czechs  have  been  paragons 
f  fiscal  virtue.  The  budget  has  been 
oughly  balanced  since  1990,  with  a 
urplus  of  1.1%  of  GDI'  in  1994.  This 
seal  prudence  has  kept  the  official 

reign  debt  contained  in  a  range  of 
3  billion  to  S4  billion.  If  export 
redits  arc  included,  foreigners  actu- 

y  owe  the  Czechs  more  than  the 

zechs  owe  them. 

2)  Thanks   to   the   Czechs'   mass 
vatization    program,    which    was 


launched  in  January  1991,  the  private 
sector  now  accounts  for  over  60%  of 
GDP.  This  is  a  long  way  from  1989, 
when  97%  of  gdp  was  generated  by 
state-owned  enterprises.  This  repre- 
sents the  best  privatization  record  in 
Eastern  Europe. 

3)  The  labor  market  has  been  dereg- 
ulated. As  a  result  of  this  new  flexibility, 
the  Czech  unemployment  rate  is  about 
3%,  compared  with  1 0%  to  1 5%  in  most 
Eastern  European  countries. 

There  is,  however,  one  area  where 
Vaclav  and  I  disagree:  exchange  rate 
regimes.  Here  Vaclav  has  a  problem 
on  his  hands.  But,  if  one  has  to  have  a 
problem,  it's  the  right  kind  to  have.  If 
he  solves  it  as  I  think  he  will,  investors 
stand  to  make  good  money  on  Czech 
stocks  and  bonds  in  the  year  ahead. 

There  are  only  two  free-market  re- 
gimes for  international  payments:  the 
floating-rate  system  and  the  fixed-rate 
(currency  board)  regime.  Vaclav  opted 
for  a  third  system.  In  1990  the  Czechs 
devalued  the  koruna  and  pegged  it  to  a 


iere  is  only  one  solution: 
le  koruna  will  have  to 
be  revalued,  probably 


by  as  much  as  20%. 


U.S. -dollar-dominated  basket  of  for- 
eign currencies.  This  left  the  koruna 
undervalued  by  50%  to  75%,  in  terms 
of  purchasing  power  parity. 

The  Czech  Republic's  pegged  sys- 
tem is  not  a  free-market  regime.  It 
requires  the  central  bank  to  simulta- 
neously manage  the  exchange  rate 
and  the  domestic  money  supply.  As 
Josef  Tosovsky,  the  able  governor  of 
the  Czech  central  bank,  recently  con- 
firmed to  me,  the  task  is  becoming 


more  difficult  by  the  day. 

Led  bv  capital  inflows  (the  result, 
remember,  of  Vaclav's  skillful  man- 
agement of  the  economy),  the  overall 
balance  of  payments  is  in  surplus  and 
growing.  To  manage  the  koruna  peg, 
the  central  bank  must  buy  foreign 
exchange  and  sell  koruna  at  the 
pegged  rate.  Consequently,  in  the 
past  two  years  the  central  bank's  for- 
eign exchange  holdings  have  explod- 
ed from  $1  billion  to  $6.2  billion. 

In  an  attempt  to  sterilize  the  mone- 
tary impact  of  this  increase  in  reserves 
and  keep  them  from  generating  infla- 
tion, the  central  bank  has  had  to  resort 
to  larger  and  larger  issues  of  its  own 
paper.  This  has  mopped  up  some  of  the 
liquidity  created  by  capital  inflows.  But 
not  enough.  Inflation  is  running  about 
10.5%  annually,  and  increasing.  This 
spells  trouble  for  the  central  bank. 

The  game  is  coming  to  an  end.  Total 
credit  is  growing  at  over  16%  on  a  year- 
over-year  basis,  with  the  unsterilized 
foreign  component  of  that  increase 
accounting  for  almost  70%  of  the  total. 
If  the  central  bank  keeps  issuing  koruna 
debt  to  mop  up  the  monetary  effects  of 
inflowing  foreign  exchange,  domestic 
interest  rates  will  rise,  luring  more  hot 
money  into  the  Czech  Republic  and 
fanning  inflation  higher. 

To  control  both  liquidity  and  infla- 
tion, there  is  only  one  solution:  The 
koruna  will  have  to  be  revalued,  prob- 
ably by  as  much  as  20%  against  its 
dollar/mark  basket.  Over  time  this 
will  reduce  the  overall  balance-of- 
payments  surplus  and  remove  the  in- 
flationary stimulus. 

Vaclav  has  not  said  he  favors  revalu- 
ation. But  given  the  choice  between 
higher  rates  of  inflation  and  revalua- 
tion, I  am  convinced  he  will  choose 
the  latter — probably  within  the  next 
six  months. 

The  eventual  revaluation  of  the 
Czech  currency  presents  an  opportu- 
nity for  investors.  Koruna-denomi- 
nated  bonds  with  two-year  maturi- 
ties are  currently  yielding  about  11% 
and  are  attractive.  So  are  shares  in  the 
investment  privatization  funds, 
many  of  which  are  trading  at  dis- 
counts to  their  net  asset  value.  Shares 
in  the  Czech  Republic  Fund,  cur- 
rently trading  at  about  a  17.5%  dis- 
count from  net  asset  value,  offer  a 
convenient  way  to  play  the  Czech 
free- market  success  story.  ■■ 
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A  Supplement 
Series 
Designed 
to  Provide 
Senior  Executives  With  the 
Best  Financial  Tools  Available 


There's  New  Life 
In  Life  Insurance 

Life  insurance  is  the  secu- 
rity blanket  in  which  we 
wrap  ourselves  for  pro- 
tection against  the  finan- 
cial effects  of  our  mor- 
tality.   But  the  traditional  purpose  of 
life  insurance  —  enabling  our  loved 
ones  to  maintain  their  lifestyle  in  the 
event  of  our  death  —  is  now  only 
one  of  the  critical  benefits  that  life 
insurance  products  provide. 
"Because  benefits  are  paid  to 
beneficiaries  income-tax 
free,  life  insurance  is  an 
efficient  estate  transfer 
tool,"  notes  Randall  G. 
Craig,  executive  vice 
president  and  chief 
operating  officer  at  Chubb 
LifeAmerica.  Life  insur- 
ance policies,  and  their 
cousins,  annuities,  are  also 
increasingly  valuable  mecha- 
nisms for  investing  and  saving  for 
retirement.    And,  Craig  adds, 
"Life  insurance  has  tremendous 
benefits  for  business  owners  in  the 
areas  of  succession  planning  and 
executive  compensation." 


Offering  Innovations 

in  Financial  Plannim 
andlnvestment 
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Anyone  can  have  a  good  day  in  the  s 
Or  a  bad  day.  But  wouldn't  it  be  a  nice  change  to  have  a  good  de 

With  CIGNA  fixed  rate  annuities  you  can.  We  offer  guarantee, 

tax-deferred  growth.  With  long-term  security  for  your  savings.  If  you're 

looking  for  comfortable,  steady  income  for  as  long  as 

you  need  it,  call  us  at  1.800.889.7788.  And  have  a  nice  decade. 


CIGNA  Individual 
Insurance 

A  Business  of  Caring. 


ADVERTISEMENT  3 


finonciflL 

KRVI(« 
REPORT) 


I 


Life  insurance  has  become  more  complex 
since  the  days  when  the  only  question  was 
whether  to  buy  term  or  whole  life.    But  it  lias 
also  become  increasingly  flexible  and  cost- 
effective.    These  days,  whether  your  goal  is  to 
protect  the  financial  health  of  your  family, 
retain  key  employees,  or  secure  the  continuity 
of  your  business,  life  insurance  company 
products  can  play  a  critical  role  at  the  epicen- 
ter of  financial  services. 

Family  Financial 
Protection 


o 


f  course,  life  insurance  contin- 
ues to  serve  its  historic  function 
as  a  source  of  financial  protec- 
tion in  the  case  of  the  untimely 
death  of  family  breadwinners. 
Theresa  M.  Stone,  president  and  chief  executive 
officer  of  Chubb  LifeAmerica,  says  that  because 
of  the  high  costs  of  educating  children  and 
financing  retirement,  "The  need  for  individual 
life  insurance  coverage  has  never  been  greater." 
But,  she  adds,  "Our  changing  lives  demand 
new  approaches  to  providing  traditional  life 
insurance  protection."    Those  responses  have 
been  forthcoming  —  life  insurance  companies 
have  created  a  whole  new  set  of  products 
designed  to  accommodate  changing  demo- 
graphic patterns  and  social  mores.    "The  'one- 
size-fits-all'  approach  of  the  past  has  been 
replaced  with  valuable  custom-designed  prod- 
ucts based  upon  the  unique  needs  of  the  vari- 
ous market  segments,"  notes  Ron  Wagley, 
senior  vice  president  and  chief  agency  officer 
of  Transamerica  Life  Companies. 

For  example,  Patrick  C.  Smith,  director  of  estate 
and  business  planning  at  the  ITT  Hartford  Life 
Insurance  Companies  says,  "One  key  trend  that 
we  have  seen  for  many  years  now  is  the  grow- 
ing incidence  of  dual-income  households. 
Many  American  families  now  have  two  wage 
earners  and  are  really  dependent  on  those  two 
sources  of  income  to  pay  their  mortgage  and  to 
pay  for  their  children's  college  education." 

In  response  to  the  proliferation  of  two-income 
families,  the  life  insurance  industry  has  created 
several  innovative  products.    For  example,  Smith 
of  ITT  Hartford  notes,  "The  Hartford  and  others 
market  first-to-die  coverage,  which  insures  two 
people,  and  pays  death  benefits  of  the  first  to 
die."    In  two-income  households,  whichever 
spouse  dies  first,  Smith  continues,  the  survivor 
needs  financial  protection  in  order  to  maintain 
the  family's  lifestyle.    First-to-die  coverage  pro- 
vides it  by  replacing  the  financial  contribution 
of  either  spouse. 

Conversely,  in  Chubb  LifeAmerica's  Duet  policy, 
and  in  similar  policies  offered  by  other  under- 
writers, two  lives  are  insured  but  in  this  case, 
the  benefits  are  paid  at  the  second  death. 
"The  Duet  policy  is  specially  designed  to  cush- 


ion the  effect  of  estate  taxes,"  says  Chubb's 
Randall  Craig.    As  Smith  of  ITT  Hartford 
explains,  "Most  people  leave  everything  to  their 
spouse,  but  this  is  not  the  most  tax-efficient 
way  to  structure  an  estate.    You  can  effectively 
pass  $600,000  tax-free  to  whomever  they  want, 
but  you  need  to  utilize  what  is  called  the  uni- 
fied credit.    If  you  leave  it  all  to  your  spouse, 
you  are  in  essence  wasting  some  of  that  credit. 
The  bottom  line  for  many  couples,  especially 
wealthier  couples,  is  that  at  some  point  there  is 
going  to  be  a  tax  bill  to  be  paid,  and  one  of 
the  most  efficient  ways  to  pay  it  is  through 
second-to-die  coverage."    He  adds  that  "The 
proceeds  are  often  received  by  a  trust,  which 
receives  it  tax  free  and  uses  it  to  pay  federal  or 
death  taxes." 

Life  insurance  is  part  of  the  indispensable  troika 
of  family  financial  protection,  along  with  auto- 
mobile insurance  and  home  insurance.    "Your 
home  is  typically  your  biggest  investment," 
remarks  Joseph  Galardy,  assistant  vice  president 
in  the  Personal  Insurance  Division  at  Fireman's 
Fund.  "Proper  protection  gives  you  peace  of 
mind.    It  helps  you  get  on  with  your  life  if  your 
home  is  damaged  in  a  disaster." 


Life  insurance  companies 
have  created  a  whole  new 
set  of  products  designed 
to  accommodate 
changing  demographic 
patterns  and  social  mores. 


The  key  question  consumers  face  in  buying  any 
of  these  policies  has  aTways  been:  How  much  is 
enough?    In  the  'case  of  homeowners  insurance, 
Galardy  says,  the  issue  is  whether  to  pay  for 
market  value  or  replacement  value.    In  the  case 
of  life  insurance,  there  used  to  be  simple  rules 
of  thumb,  such  as  buy  life  insurance  equal  to 
seven  times  your  annual  income.    Now  more 
complicated  rules  apply.    The  amount  of  life 
insurance  you  need  depends  on  a  wide  range 
of  personal  circumstances:    Is  your  spouse  able 
to  generate  a  substantial  income  without  you? 
Do  you  have  children  to  educate?   Beyond  your 
current  nuclear  family,  do  you  have  financial 
responsibilities  to  children  from  a  previous 
marriage,  siblings  or  aged  parents?    Instead 
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When  others  got  a  raise 

You  became  an  associate 

When  others  became  associates 
You  became  a  partner 

When  others  became  partners 
You  bought  the  firm      J^^m 
Now  ~^4^^^ 

Has  your  homeowners  insurance 
kept  pace  with  your  lifestyle? 
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PRESTIGE'    HOMEOWNERS    INSURANCE.   DESIGNED    FOR   ACHIEVERS. 


■   For  more  information,  contact  an  independent  insurance  agent  representing  Fireman's  Fund. 
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of  family,  is  there  a  "significant  other"  to 
provide  for? 

The  increasingly  complex  network  of 
contemporary  relationships  has  been  paralleled 
by  the  development  of  increasingly  variegated 
insurance  products.    "We  are  seeing  growing 
sophistication  among  consumers  in  terms  of 
choosing  insurance  products  and  the  carriers 
that  provide  them,"  Smith  says. 

Smith  adds  that  "We're  also  seeing  a  distinct 
trend  toward  products  that  have  a  long-term 
ability  to  perform  better  for  the  client  —  these 
are  variable  products,  such  as  variable  life 
insurance  and  variable  annuities  in  which  the 
client  is  investing  in  several  underlying  mutual 
funds.    In  all  of  these,  the  idea  is  that  over  the 
long  term,  the  premium  dollars  will  work 
harder  for  them  than  would  be  true  in  fixed- 
interest-rate  products." 

While  term  insurance  is  pure  insurance 
coverage,  most  long-term  coverage  puts 
aside  some  of  your  premium  payment  to  pay 
for  insurance  coverage  later  on,  when  costs 
rise  because  of  increased  mortality  risk. 
Traditionally,  insurance  companies  have  invested 
these  funds  and  paid  policyholders  a  dividend  at 
the  company's  discretion.   Increasingly,  however, 
people  are  taking  charge  of  this  investment 
process  through  variable  policies  in  which  the 
investment  results  are  directly  applied  to  the 
premiums.    In  addition,  universal  life  lets  you 
move  both  your  premiums  and  your  amount  of 
coverage  up  or  down  in  response  to  the 
investment  results  and  your  changing  heeds  for 
financial  protection. 

Chubb  Life's  variable  universal  life  plan  com- 
bines the  flexibility  of  universal  life  protection 
with  investment  funds  managed  by  such  well- 
known  mutual-fund  managers  as  Fidelity, 


Phoenix  and  Janus.    And  CIGNA  Variable 
Universal  Life  insurance,  called  ACCRU, 
"utilizes  the  tax-deferred  status  of  life  insur- 
ance to  build  savings  while  making  money 
available  for  life  cycle  needs  through  policy 
loans  or  partial  withdrawals,"  notes  Roy  H. 
Bubbs,  senior  vice  president  of  CIGNA 
Individual  Insurance. 

For  many  Americans,  variable  and  universal 
insurance  products  give  them  a  sense  that  they 
are  in  greater  control  of  their  financial  destiny. 
That's  why  variable  life's  share  of  total  life 
insurance  premiums  has  climbed  from  3%  in 
the  early  1980s  to  four  times  that  level, 
according  to  the  Life  Insurance  Marketing 
Research  Association.    Experienced  and  diver- 
sified companies  like  Travelers  can  tailor  vari- 
able policies  to  meet  the  needs  of  individuals 
with  a  wide  range  of  financial  needs  and  risk 
tolerances. 

The  changing  American  demographic  profile 
now  encompasses  an  expanding  range  of 
lifestyles  as  well  as  lifespans;  it  reflects  new 
needs  and  aspirations.    But  life  insurance  is  still 
the  touchstone  of  personal  financial  protection. 
"Given  the  full  range  of  insurance  coverages," 
says  Edward  M.  Berube,  senior  vice  president 
of  CIGNA  Individual  Insurance,  "from  term  to 
permanent,  whole  life  to  universal  and  variable 
life,  and  individual  life  to  survivorship  —  one 
variation  or  another  will  meet  the  coverage 
needs  of  most  individuals." 

Long-Term  Savings 
Opportunities 


Life  insurance 
products  were 
originally  focused 
on  a  very  specific 
event  —  death  of 
a  breadwinner  —  but  life 
insurance  is  proving  to  be 
increasingly  useful  for  build- 
ing assets  for  retirement  and 
other  long-term  financial 
needs. 

There  are  any  number  of  ways 
to  save  and  invest,  from 
putting  money  under  the 
mattress  to  speculating  on 
pork-belly  futures,  but  life 
insurance  has  some  unique 
attributes  that  make  it  an 
attractive  vehicle  for  those 
with  long-term  investment 
goals.    As  CIGNA's  Berube 
explains,  "As  a  result  of  public 
policy,  growth  in  life-insurance 
cash  values  are  tax-deferred 
and  death  proceeds  are  tax 
free.    Variable  life,  whole  life, 
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Transamerica 
life  companies 

At  Transamerica  Life  Companies, 
we're  proud  of  what  we  do.  People 
trust  us  to  help  secure  their  financial 
futures,  and  we're  committed  to 
seeping  that  trust.  Quality  sales 
ssionals  constantly  strive  for 
Jence,  by  staying  knowlegeable 
^^maintaining  expertise  in  their 
ctive  fields.  We  encourage  these 
goals,  and  in  addition,  have 
always  demanded  high  standards  of 
>  from  our  field  force.  Because 
we  believe  no  policy  can  surpass 
the  benefits  of  working  with  a  dedi- 
cated professional.  To  contact  the 
Transamerica  representative  nearest 
rail  1-800-367-6842. 


nty  Company,  Transamc 
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universal  life  and  variable  universal  life 
insurance  each  benefit  from  these  features." 

The  Tax  Reform  Act  of  1986  eliminated  almost 
all  tax  shelters  and  tax-advantaged  investment 
opportunities.    The  only  ones  that  remain  are 
municipal  bonds,  a  few  exotic  investment 
programs,  and  the  "inside  buildup"  of  funds 
accumulated  through  insurance  vehicles. 
Berube  says  of  insurance,  "No  other  product 
provides  both  income-tax-free  proceeds  at 
death  and  tax-deferred  growth  of  cash  values 
during  life." 

In  addition  to  offering  life  insurance  itself,  life 
insurance  companies  are  also  the  nation's  leaders 
in  providing  annuities.   Annuities  require  making 
one  or  a  series  of  payments  and  at  the  end  of  a 
specified  period,  you  can  collect  either  a  lump 
sum  or  a  lifetime  stream  of  income.    If  you  don't 
live  long  enough  to  collect  on  the  annuity,  your 
beneficiaries  receive  a  death  benefit  like 
insurance.   The  insurance  companies  and  the 
Internal  Revenue  Service  both  impose  penalties 
for  early  withdrawals,  but  as  in  the  case  of 
insurance,  there  are  no  taxes  on  the  investment 
earnings  as  they  accumulate.    Thus,  for  a  grow- 
ing number  of  people,  annuities  combine  the 
best  element  of  investing  and  insurance. 

As  Peter  W.  Cummins,  vice  president  of 
sales  and  marketing  for  ITT  Hartford  notes, 
"The  problem  with  mutual  funds  or  equity 
investments  is  that  the  amounts  you  save  are 
diminished  each  year  by  taxes,  and  if  you  can 
compound  on  a  larger  amount  of  money,  in  the 
longer  term  you'll  have  a  larger  pot  of  Assets." 
He  adds,  "If  you  have  a  big  gain  and  pay 
capital  gains  taxes  or  taxes  on  dividends,  and 
the  following  year  you  have  a  reduction  in 
your  portfolio  value,  Uncle  Sam  doesn't  give 
that  back  to  you." 

Variable  annuities  provide  a  vehicle  through 
which  people  can  save  for  retirement  using 
the  same  securities  they  might  otherwise 
have  chosen,  but  on  a  tax-free  basis. 
That's  why  Jack  Smith,  senior  vice  president 
at  The  Guardian  says,  "For  millions  of 
investors,  variable  annuities  are  a  more  effec- 
tive way  to  invest  in  mutual  funds." 

There's  another  benefit,  Cummins  notes:  "A 
variable  annuity  allows  an  investor  to  move 
from  one  investment  to  another  without  a  tax- 
able event.    As  people  move  through  their  life, 
their  risk  profile  might  change,  and  they  can 
move  investments  without  having  to  pay  taxes 
on  the  transfer." 

Sales  of  variable  annuities  have  been  increasing 
at  rates  on  the  order  of  66%  per  year.    The 
benefits  of  tax-deferred  investing  increasingly  are 
being  recognized  as  the  nation's  vast  popula- 
tion of  aging  baby  boomers  begins  to  think 
about  retirement.    "We  have  seen  a  trend 


toward  younger  people  purchasing  our 
products,"  Cummins  says.    "We  used  to  market 
toward  50-  to  65-year-olds,  but  we're  now  mar- 
keting heavily  toward  40-  to  55-year-olds 
because  they  realize  that  by  the  time  they  get 
to  be  65,  Social  Security  will  be  a  smaller  and 
smaller  amount  of  their  total  retirement 
income."   And  employer  pension  plans  are  also 
less  likely  to  provide  all  of  the  income  many 
people  expect  for  their  retirement.    As  more 
people  think  about  retirement  planning,  they 
see  annuities  can  efficiently  maximize  their 
retirement  resources. 


Insurance  companies 
have  become  increasingly 
important  as  sources  of 
investment  vehicles  for 
40l[k]  plans  and  other 
defined-contribution 
alternatives. 


While  there  are  some  who  think  annuities  are 
only  for  the  rich,  a  survey  by  the  Gallup 
organization  a  few  months  ago  found  that  80% 
of  annuity  owners  had  incomes  below  $75,000. 
The  survey  also  found  that  86%  of  respondents 
planned  to  use  their  annuity  savings  for  retire- 
ment income  or  to  avoid  being  a  burden  to 
their  children. 

"I  think  the  primary  use  of  variable  annuities  is 
and  should  be  long-term  retirement  planning," 
Cummins  says.    But  regardless  of  the  purpose, 
because  of  an  annuity's  tax-deferred  structure, 
"It's  a  terrific  product  for  allowing  a  household  to 
put  assets  away  for  the  long  term,"  he  concludes. 

Employee  Benefits 

Insurance  products  are  also  an  increas- 
ingly essential  part  of  employee  benefit 
packages,  not  just  in  the  form  of  life 
insurance  itself  but  also  as  the  founda- 
tion of  savings  and  retirement  plans. 
Because  of  their  experience  as  long-term 
investors,  life-insurance  companies  assumed  an 
important  position  in  managing  the  assets  of 
defined  benefit  plans  as  they  began  to  emerge  a 
half  century  ago.    As  the  role  of  defined-contri- 


v/ur  international  network  covers  more  than  100  countries  and 
gives  clients  full-service  coverage  around  the  world. 

The  Chubb  Group  of  Insurance  Companies,  with  85  branch  offices,  includes 

an  efficient  organization  of  3500  independent  agents  and  brokers  worldwide. 

But  we'd  be  the  first  to  tell  you  that  location 

is  only  part  of  the  story.    ♦  We  pride  ourselves 

on  a  thorough  knowledge  of  local  laws  and 

customs,  as  well  as  a  deep  understanding  of 

local  insurance  regulations.  In  fact,  Chubb 

"wrote  the  book,"  an  authoritative  guide 

for  agents  and  brokers  and  their  clients  with 

risks  overseas.    ♦  The  global  advantage  of  a  Chubb  policy  is  its  uniform 

international  coverage.  This  means  multinational  clients  can  rely  on  a  single 

insurance  company  to  handle  their  needs  worldwide  —  without  a  babel  of 

confusion.    ♦  You'll  see  this  kind  of  consistency  in  the  people  we  hire,  too. 

It's  always  been  our.Dolicy  to  train  our  underwriters,  loss  control  specialists 

and  claim  experts  to  the  same  world-class  lev 

located.    ♦   If  you  have  business  that  crosses  oceans  or  borders,  ^, 


the  resources  to  cover  a  realm  as  wide  as  the  world.  For  information,  call 
Chubb  at  1-800-36  CHUBB. 


Insure  your  world  with  Chubb 


I  piirp.  >«.--,  C  Jjiihh  refer*  to  member  insurers  of  tru-  Chubb  C  iroup  of  Insurance  Companie 
age.  Chubb  (iroup  of  Insurance  (  bmpanies,  Box  161 5,  Warren,  NJ  07061-1615. 


CHUBB 


ADVERTISEMENT  9 


( 


bution  plans  has  grown,  insurance  companies 
have  also  become  more  important  as  sources  of 
investment  vehicles  for  401[k]  plans  and  other 
defined-contribution  alternatives. 

For  many  employees,  a  variable  annuity  is  an 
ideal  way  to  set  aside  funds  for  retirement. 
"The  biggest  market  for  variable  annuities  is  the 
403[b]  market,"  notes  Cummins  of  ITT  Hartford. 
These  plans  are  the  equivalent  of  401[k]  plans 
for  employees  of  schools,  hospitals,  and  other 
nonprofit  institutions.    In  addition,  Cummins 
notes,  variable  annuities  are  valuable  "when  an 
employee  leaves  a  company,  gets  a  payout 
from  a  pension  fund  in  a  lump  sum,  and  does 
an  IRA  rollover  into  a  variable  annuity." 

AddsArlene  Falk  Withers,  president  of  the 
Living  Benefits  Division  of  Transamerica  Life 
Companies,  "Although  tax  changes  in  1986 
eliminated  the  tax-favored  status  of  annuities 
owned  by  corporations,  annuities  can  be  made 
available  to  employees  as  a  way  to  encourage 
savings  for  retirement  at  no  expense  to  the 
employer,  unlike  pension  plans  and  most 
401[k]  plans." 

While  life  insurance  companies  play  a  central 
role  in  many  broad-based  retirement  plans, 
their  products  have  unique  qualities  for 
compensating  senior  executives,  an  issue  which 
has  become  very  important  to  many  employers. 
As  Smith  of  ITT  Hartford  notes,  "Every  tax  act 
since  1980  has  held  some  bad  news  for  quali- 


fied plans  in  terms 
of  the  ability  to 
provide  substantial 
benefits  for  business 
owners  or  highly 
compensated  execu- 
tives." 

Contributions  to  a 
"qualified"  retire- 
ment plan  are  tax 
deductible  for  the 
employer,  but  the 
IRS  imposes  a  num- 
ber of  restrictions 
on  qualified  plans 
regarding  contribu- 
tions and  with- 
drawals.   For  exam- 
ple, last  year 
$150,000  became 
the  maximum  salary 
on  which  pension 
contributions  could 
be  based,  down 
from  $235,840  in 
1993-   As  a  result  of 
these  limits,  more 
employers  are  offer- 
ing nonqualified 
retirement  plans  for 
senior  managers. 
According  to  a  survey  undertaken  by  Buck 
Consultants  of  New  York  last  fall,  63%  of 
employers  who  responded,  and  73%  of  large 
employers,  sponsored  at  least  one  nonqualified 
executive  retirement  plan. 

The  reason  is  clear.    As  Randall  Craig  of 
Chubb  LifeAmerica  notes,  "Individual  life 
insurance  is  not  subject  to  the  increasingly 
restrictive  limits  on  qualified  plans.    It  can 
retain  and  motivate  key  employees,  and  pro- 
vides generous  amounts  of  supplemental 
retirement  income."    Moreover,  Smith  of  ITT 
Hartford  adds,  "Life  insurance  is  flexible  in 
terms  of  design,  it  provides  a  tax  favored  and 
cost-effective  means  of  providing  living  bene- 
fits to  executives  or  survivor  benefits  to  the 
executive's  spouse,  and,  if  properly  structured, 
life  insurance  can  provide  a  cost-recovery  fea- 
ture for  the  company." 

Among  the  many  mechanisms  commonly  used 
in  deferred  compensation  funding,  rabbi  trusts 
have  become  prominent.    Rabbi  trusts,  so 
named  because  the  first  one  was  set  up  for  a 
Baltimore  rabbi  in  1980,  increase  the  security  of  i 
the  benefits  by  establishing  an  irrevocable  trust 
earmarked  for  the  employee.    Consequently, 
the  benefits  can't  be  taken  away  if  the  corpora- 
tion is  taken  over.    According  to  Patricia  S. 
Bauer,  a  senior  vice  president  of  CIGNA 
Individual  Insurance,  "Life  insurance  as  the 
funding  mechanism  inside  the  rabbi  trust  can 
help  to  secure  the  executive's  benefits  as  well 
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V  BOBARCHER 

HAS  AWE,  4  CHILDREN, 

6  GRANDCHILDREN,  AND  42  POLICIES 

WITH  THE  GUARDIAN. 


"Our  family  has  been  selling  heavy  duty  trucks  for  44 
years.  One  thing  we've  learned  is  that  the  stronger  a 
truck  is  built,  the  longer  and  harder  it  will  work  for  its 
owner.  And  I  believe  it's  the  same  for  insurance 
companies.  Should  something  happen  to  me,  I  want 
to  make  sure  my  wife  is  taken  care  of  and  my 
children  can  easily  take  over  the  business.  So  I  have 
quite  a  few  life  insurance  policies,  a  40 1  (k)  plan  and 
dental  coverage.  And  they're  all  from  The  Guardian 
because  The  Guardian  is  a  company  built  on  strength." 

Built  Like  A  Truck 

Since  1 860,  Guardian  policyowners  have  never  had  to 
worry  whether  The  Guardian  will  be  there  for  them. 
The  Guardian  is  one  of  the  strongest  financial 
companies  in  America  and  so  financially  secure  they 
have  received  the  highest  ratings  from  the  leading 
independent  ratings  services  year  after  year.  The 
ratings  awarded  during  1 994  are  "AAA"  from 
Standard  and  Poor's  and  Duff  &  Phelps,  "Aaa"  from 
Moody's  and  "A++"  from  A.M.  Best* 

Take  some  advice  from  someone  who  has  more  than 
three  dozen  Guardian  policies  to  protect  his  family, 
business  and  estate.  The  Guardian  is  the  intelligent, 
financially  strong  choice  for  Life  Insurance,  Group 
Insurance,  Reinsurance,  Disability  Income  Protection, 
Equity  Products  or  Group  Pensions.** 

Gall  1-800-662-1006  now  and  discover  for  yourself 
why  The  Guardian  is  the  Intelligent  Ghoice. 

w  TheGuardiair 

The  Intelligent  Choice' 
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Peterbilt  Truck  Distributor 
San  Jose,  California 
irt  Of  The  Guardian  Family  Since  1964 


*  Financial  Information  concerning  The  Guardian  Life  Insurance  Company  as  of  12/31/93: 

Admitted  Assets  =  $9,070  million;  Liabilities  =  $8,086  million  (including  $6,041  million  of 

Reserves);  and  Surplus  =  $984  million, 

•*  Equity  products  are  offered  through  Guardian  Investor  Services  Corporation5',  an 

indirect  wholly-owned  subsidiary  of  The  Guardian  Life  Insurance  Company  of  America. 

©I  995  The  Guardian  Life  Insurance  Company  of  America 

201  Park  Avenue  South,  New  York,  NY  10003 
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as  providing  a  low-cost  mechanism  to  the  cor- 
poration providing  those  benefits." 
Corporate  Owned  Life  Insurance  [COLI]  is 
another  way  of  structuring  these  benefits. 
The  employer  buys  the  policy  and  its  assets  are 
held  in  the  corporate  treasury  or  in  a  trust,  so 
they're  not  taxable  to  the  employee. 

"Another  popular  use  of  life  insurance  goes  by 
the  unusual  name  of  split  dollar,''  notes 
Chubb's  Craig.    "An  employer  provides  life 
insurance  coverage  to  selected  key  employees 
at  minimal  cost  to  the  employee."    At  retirement, 
the  total  amount  of  premiums  is  returned  to  the 
employer,  and  the  employee  can  use  remaining 
policy  cash  values  as  supplemental  retirement 
income.    This  mechanism  provides  benefits 
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"without  any  of  the  cumbersome  filing  require- 
ments typical  of  traditional  pension  plans,"  he 
adds.    Split-dollar  life  insurance  plans  can  be 
utilized  by  businesses  of  all  sizes.    Indeed,  the 
Guardian  Life  Insurance  Company's  split  dollar 
specialists  have  worked  on  plans  for  mom-and- 
pop  businesses  with  a  $2,000  premium  as  well  as 
multimillion  dollar  plans  for  large,  publicly  held 
corporations.    Whatever  the  size  of  the  plan, 
according  to  Guardian  executives,  split-dollar 
plans  enable  a  company  to  provide  a  highly 
attractive  benefit  —  and  then  get  its  money  back. 
In  releasing  the  results  of  the  Buck  Consultants' 
employer  survey  last  fall,  Stephen  D.  Diamond, 
a  consulting  actuary  at  Buck,  noted,  "We  are 
seeing  a  significant  interest  in  the  use  of  insur- 


ance products  to  fund  executive  benefits. 
Employers  can  realize  several  tax  advantages 
and  provide  substantial  benefits  that  are  not 
available  under  their  qualified  plans." 

Protecting  Your  Business 

Businesses  find  life-insurance 
company  products  are  not  only 
valuable  in  recruiting  and  retain- 
ing key  employees,  they  can 
also  be  used  to  protect  the  con- 
tinuity of  the  business  itself.    The  classic 
example  is  key-person  insurance.    Businesses 
as  well  as  families  have  their  breadwinners, 
and  these  businesses  can  face  financial  short- 
falls if  their  rainmakers  die.    By  purchasing 
life  insurance  covering  crucial  employ- 
ees, the  firm  has  tax-free  income  to 
replace  the  revenues  these  people 
would  have  generated. 

Life  insurance  can  also  play  a  crucial  role 
in  underpinning  buy-sell  agreements. 
Everyone  has  heard  tales  of  two  partners 
who  become  virtual  brothers  in  the 
course  of  running  a  business  for  40  years. 
Then  one  dies  and  the  other  ends  up  in 
acrimonious  disputes  with  the  deceased 
partner's  heirs.    Smart  partners  prevent 
such  problems  with  buy-sell  agreements 
that  spell  out  in  advance  how  the  sur- 
vivor can  buy  out  the  interests  of  the 
deceased.    And  even  smarter  partners 
fund  these  agreements  with  life  insurance. 
Then  it's  not  only  clear  what  the  survivor 
must  pay,  but  also  how  he  or  she  can 
pay  for  it.    "Funding  buy-sell  agreements 
with  life  insurance  is  a  most  cost-effective 
way  to  transfer  business  interests,"  says 
Chubb's  Theresa  Stone.    At  the  Guardian, 
specialists  can  create  split-dollar  plans  to 
fund  buy-sell  agreements,  engendering 
further  savings. 

Patrick  Smith  of  ITT  Hartford  adds, 
"Many  of  these  products  also  insure 
more  than  two  —  ours  will  insure  up 
to  eight  people  under  one  policy.    It 
pays  death  benefits  when  the  first  of  any 
of  the  eight  dies,  and  the  remaining  seven 
have  the  right  to  continue  coverage,  and  so 
on."    This  approach  is  more  efficient  than 
having  to  keep  buying  new  insurance  contracts 
for  the  survivors. 


In  short,  for  businesses  or  households,  life- 
insurance  products  remain  highly  flexible  vehi- 
cles for  solving  a  number  of  problems.    Their 
adaptability  to  changing  needs,  their  ability  to 
fit  in  with  a  variety  of  underlying  investments, 
and  their  tax-advantaged  status  have  made 
them  the  vehicle  of  choice  for  more  and  more     J  K 
households  and  businesses  seeking  to  get  the 
most  out  of  their  dollars. 

Written  by  David  Glick 
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/l^  ITT  Hartford  we  have  a  long  hutory  of  helping  people  secure  their 
future.  J 85  years  to  be  exact.  And  when  you  [re  planning  for  retirement, 


that  kind  of  experience  makes  all  the  difference. 


LIFE 
INSURANCE 


You  see,  over  the  years,  we  've  learned  how  to  develop  products  that 
>ork  harder  for  you.  From  our  life  insurance  policies  to  our  innovative  401(k)  plans  and 
nnuities.  As  a  matter  of  fact,  we're  the  number  one  issuer  of  annuities  in  the  country. 
Before  you  make  any  critical decisions  about  your  retirement,  talk  to  ITT  Hartford.  We've       XIT   HARTFORD 
vtn  in  the  business  for  nearly  200  years.  And  we  don 't  plan  to  retire  anytime  soon. 

IE  CONTRACTS  DESCRIBED  ABOVE  ARE  ISSUED  BY  HARTFORD  LIFE  INSURANCE  CO  .  AND  ITT  HARTFORD  LIFE  &  ANNUITY  INSURANCE  CO 
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There's  a  malaise  abroad  in  adland, 

but  the  agencies  are  starting  to  do  something  about  it. 

Makeovers  on 
Madison  Avenue 


After  toiling  for  years  at  mega  ad 
agencies  like  McCann-Erickson  and 
bbdo,  Paul  Cappelli  hung  out  the 
shingle  on  his  own  small  creative  bou- 
tique, the  Ad  Store,  in  October  1993. 
To  tout  his  new  shop,  Cappelli  plas- 
tered posters  at  New  York  City  con- 
struction sites.  The  posters  read:  "Ad- 
vertising Sucks." 

Cappelli 's  poster  went  on  to  argue, 
of  course,  that  his  own  advertising  was 
among  the  few  exceptions.  But  the 
message  hit  a  raw  nerve  on  Madison 
Avenue,  which  has  come  down  with  a 
severe  case  of  the  mopes. 

"A    malaise     has    crept    in — it's 
depressing,"  sighs  Kenneth  Olshan, 
who   heads   ad   agency  Wells   Rich 
Greene  bddp,  whose  clients  include 
Ford  and  Chase  Manhattan  Bank. 
Agrees  Tom  Cordner,  creative  direc- 
tor of  Team  One  Advertising,  the  ad 
agency  for  Lexus:  "Advertising  is  in 
a  total  state  of  confusion.  Every- 
body's saying  maybe  we're  just  not 
it  anymore." 

It's     not     that     the     revenue 
numbers  are   bad.   In  the  U.S., 
advertising  expenditures  rose  7% 
to  a  record  $149  billion  or  so  last 
year.  Ad  forecaster  Robert  Coen 
of  McCann-Erickson  expects  that 
domestic  spending  will  hit  $159  bil- 
lion this  year. 

But  everywhere  you  go  in  adland, 
you  hear  the  same  complaints:  Ad 
agencies,  structured  pretty  much  the 
same  way  since  they  first  appeared 
100  years  ago,  have  grown  stodgy  and 
bloated.  The  result  is  often  work  that 
comes  out  slowly,  and  dull.  "There 
are  so  many  layers  in  producing  ads 
that  it's  like  cutting  salami — -you  take 
a  slice  off  here,  you  take  a  slice  off 
there,  and  soon  you  have  no  salami," 
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says  Wells  Rich  Greene's  Olshan. 

David  Vadehra  runs  Video  Story- 
board  Tests,  which  measures  the  pop- 
ularity of  television  commercials.  His 
numbers  are  at  an  alltime  low.  "What 
did  advertising  have  to  show  for  itself 
in  1994?  Nothing!"  says  Vadehra. 
"We  didn't  have  anything  to  say." 


Recognizing  the  problem  on  the 
hands,  the  big  agencies  are  lookin  U\ 
for  ways  to  attract  more  creative  pe(  Ik 
pie,  get  ideas  flowing  more  freely  an 
turn  out  more  compelling  messagi 
for  their  clients. 

At  Wells  Rich  Greene  one  of  ti 
first  moves  was  to  break  down  ti 


Ite 


Forbes  ■  March  27,  19! i  %, 


accom 


it  m; 


■"It's 


Chinese  Wall  that  has  traditionally 
separated  the  creative  and  the  account 
management  departments.  The  two 
groups  have  always  been  uneasy  bed- 
fellows— the  account  types  have  long 
viewed  the  creatives  as  self-indulgent 
weirdos,  while  the  creatives  suspect 
the  account  types  are  spineless  tools  of 
the  client. 

Wells  Rich  recently  abolished  the 
two  departments  as  separate  fiefdoms 
and  has  mixed  everyone  up.  Now  the 


h 


:reative  directors  and  staffers  are  free 
.    o  deal  directly  with  the  client,  as  are 
jKj  he  account  managers. 

That  may  not  sound  all  that  radical, 
out  it  marks  a  big  change  in  the 
raditional  ways  big  agencies  do  busi- 
less.  "It's  high  time  to  abolish  these 
xrogant  structures,"  says  Keith  Rein- 

orbes  ■  March  27.  1995 


hard,  chairman  of  the  ddb  Needham 
agency.  "The  clients  became  quite 
impatient  with  all  the  in-house  squab- 
bling, and  it  took  its  toll  on  creative 
work." 

Like  Wells,  ddb  Needham  has 
teamed  up  its  creative  and  account 
departments  to  tailor  specific  adver- 
tising services  to  clients.  That  could 
mean  one  client  gets  promotional  and 
media  services  but  no  advertising, 
while  another  gets  advertising  cre- 
ative work  alone.  "The  evidence  is 
irrefutable  that  one  size  no  longer  fits 
all,"  says  Reinhard. 

ddb  Needham  has  also  started  carv- 
ing out  nimble  miniagency  groups 
within  the  parent  agency  and  dedicat- 
ing their  services  to  a  single  client — 
like  GTE  and  the  Colombian  Coffee 
Growers  Association.   "Before,  a 
creative  director  might  work  on  a 
candy  account  in  the  morning,  on 
computers    in    the    afternoon, 
and  on  airplanes  and  tires  the 
next  day,"  says  Reinhard. 

Coca-Cola  certainly  agrees. 
For  years  it  had  parked  its  ap- 
proximately     $350      million 
U.S.    account    at    McCann- 
Erickson.  But  since  1991  it  has 
been  adding  agencies  in  an  at- 
tempt to  find  somebody — any- 
body— who  can  come  up  with 
punchy  stuff.  Coke  now  em- 
ploys some  30  agencies  around 
the  world,  a  development  that 
does  not  inspire  great  confi- 
dence in  adland. 

"Coke  is  saying  the  old 

structure  just  isn't  working 

anymore,"      says     Team 

One's      Cordner.       "To 

agencies,  Coke's  example 

has  been  shattering." 

It  certainly  was  to 
McCann.  After  Coke 
started  spreading  its  ad 
money  around,  the 
agency  started  creating 
independent  satellite 
agencies  inside  McCann. 
To  date  there  are  five.  The 
satellites  may  have  their  own  clients, 
or  they  may  troubleshoot  on  a  floun- 
dering account  within  McCann  itself. 
Late  last  year  McCann  created  Am- 
ster  Yard,  an  autonomous,  in-house 
boutique,  for  creative  work  only. 
"That  allows  us  to  bring  in  creative 
people  who  wouldn't  normally  come 


to  a  large  agency,  says  Peter  Kim,  the 
McCann  vice  chairman  in  charge  of 
worldwide  strategy.  Kim  believes 
these  new  creative  people  will  be  bet- 
ter able  to  draw  on  the  worlds  of  film, 
art  and  theater. 

Perhaps  not  coincidentally,  those 
are  some  of  the  worlds  Coke  has 
drawn  on  through  its  groundbreak- 
ing deal  with  Michael  Ovitz's  Cre- 
ative Artists  Agency.  The  arrange- 
ment leaves  Coke  free  to  cherry  pick 
among  CAA's  stable  of  high-profile 
Hollywood  talent. 

Last  month  McCann  created  an- 
other new  unit  when  it  launched 
something  called  the  14th  Floor,  a 
collection  of  20  senior  ad  strategists 
whose  job  it  is  to  propose  big  market- 
ing ideas  for  clients  like  AT&T.  But 

Ad  agencies  have  grown 
stodgy  and  bloated.  The  result 
is  often  work  that  comes  out 
slowly,  and  dull: "  There  are  so 
many  layers  in  producing 
that  it's  like  cutting 
lami— you  take  a  slice  here, 
>u  take  a  slice  there,  and  soon 
wm  have  no  salami." 


Peter  Kim  adds  that  14th  Floor's 
greatest  impact  may  be  on  McCann- 
Erickson's  own  clients,  by  stimulating 
zestier  advertising  with  its  strategic 
insights.  "It's  going  to  act  as  a  catalyst 
on  the  agency  itself,"  says  Kim. 

Some  kind  of  catalyst  is  certainly 
needed,  and  not  just  for  McCann.  A 
poll  taken  last  spring  by  Roper  Starch 
Worldwide  found  that  74%  of  all  TV 
watchers  switch  channels  at  least 
sometimes  to  skirt  commercials — up 
five  points  since  1990.  And  50%  mute 
the  sound  to  tune  out  commercial 
din — also  up  five  points  since  1990. 
The  credibility  of  advertising  has 
dropped  a  full  six  percentage  points 
since  1990. 

Says  Wells  Rich's  Kenneth  Olshan 
of  the  wrenching  makeovers  now  be- 
ing undertaken  by  his  and  other  agen- 
cies: "It's  scary,  but  we  can't 
turn  back." 

Ill 
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How  do  you  get  the  whole  world  to  adopt  your 
technology  standard  without  inviting  in  a  lot  of 
competitors  to  take  your  business  away?  That's  the 
challenge  for  Adobe  Systems  in  desktop  publishing. 

Standard  bearers 


By  Jeffrey  Young 

There  are  two  ways  to  make  money 
in  computer  technology.  One  is  to 
own  a  standard  outright,  the  way 
Nintendo  owns  a  game  format.  No 
one  can  make  a  game  that  runs  on  a 
Nintendo  player  without  paying  trib- 
ute to  Nintendo.  The  other  is  to  play 
on  a  fairly  open  field  but  run  faster 
than  all  the  other  players.  Thus,  Intel 
can't  stop  imitators,  but  by  the  time 
they  have  knocked  off  one  of  its  mi- 
croprocessors Intel  has  moved  on  to 
the  next  generation. 

Adobe  Systems,  a  Mountain  View, 
Calif,  developer  and  vendor  of  desk- 
top publishing  software,  finds  itself 
somewhere  in  the  middle.  It  has 
opened  the  playing  field  a  bit  by 
putting  its  PostScript  and  Acrobat 
standards  in  the  public  domain,  as  a 
way  of  making  those  standards  more 
universally  accepted.  But  it  can't  af- 
ford to  lose  its  dominance  in  the  field. 

PostScript,  a  sort  of  computer  lan- 
guage that  tells  printers  how  to  for- 
mat a  page  and  what  kind  of  type  fonts 
to  use  on  it,  remains  a  core  money- 
maker for  Adobe.  This  language  ac- 
counted for  the  lion's  share  of  Ado- 
be's $157  million  in  licensing  reve- 
nues last  year,  mostly  in  the  form  of 
fees  from  manufacturers  of  printers 
that  are  equipped  to  understand  Post- 
Script. 

How  do  you  get  license  fees  for 
something  that  is  in  the  public  do- 
main? By  selling  the  software  that 
translates  PostScript  into  electronic 
commands  that  a  printer  can  handle. 
That  is,  Adobe  sells  not  the  language 
but  interpreters  for  it — a  subtle  but 
important  distinction.  Says  John  War- 
nock,  chief  executive  of  Adobe: 

"From  the  beginning,  we  believed 
that  it  was  our  implementation  of  the 
page    and    printer    description    lan- 


guage, not  the  PostScript  language 
itself,  that  was  our  key  advantage.  We 
published  the  complete  specification 
for  the  language.  Anybody  else  could 
use  it,  build  products  around  it,  im- 
prove it.  We  figured  we'd  have  to 
work  harder  for  our  customers — the 
laser     printer     manufacturers     who 


bought  our  interpreters — and  inno- 
vate faster  than  our  competitors — 
anybody  who  wanted  to  clone  our 
products — in  order  to  stay  in  front." 

It's  possible  for  a  standard-setter  to 
be  too  open.  IBM  created  a  standard 
for  personal  computers  in  the  early 
1980s  that  it  deliberately  left  open,  by 
way  of  getting  its  design  more  univer- 
sally accepted.  The  standard  is  all  but 
universal,  yet  IBM  lost  control  of  the 
IBM-compatible  PC  business  to  clone 
makers.  Hayes  Microcomputer  Prod- 
ucts created  "Hayes-compatible"  as  j 
standard  in  modems,  yet  ended  up  ir 
bankruptcy  court  despite  that  success 

So  far  Adobe  has  kept  the  Post- 
Script gold  mine  firmly  in  its  grasp 
Warnock  and  Charles  Geschke,  boti 
computer  science  Ph.D.s,  cofoundec 
the  company  in  1982  and  met  witi 
almost  instant  success.  Not  counting  m]} 
a  nonrecurring  charge,  their  firm  net   \^[( 
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ted  S86  million  last year  on  revenue  of 
$597  million.  Adobe  overcame  a 
swarm  of  PostScript  clone  makers, 
which  at  one  point  numbered  about 
70.  Today  there  are  only  a  handful, 
with  not  even  a  10%  share  of  the 
market  for  PostScript  interpreters. 

But  in  1993  PostScript  revenues 
fell  for  the  first  time  on  a  year-to-year 
basis.  "Our  units  sold  were  increasing 
more  slowly  than  printer  prices  were 
dropping,"  recalls  Geschke,  who 
serves  as  president  of  the  company. 
"Since  our  royalties  are  based  on  sales 
price,  we  were  hurt." 

Indeed,  sales  of  desktop  publishing 
software  were  off  26%  in  the  first 
three  quarters  of  1994.  The  profes- 
sional desktop  publishing  market  was 
becoming  saturated  and  PostScript 
was  already  the  standard.  To  find 
growth  Adobe  would  have  to  develop 
other  territory. 


So  in  1993  Adobe  released  a  second 
computer  standard,  called  Acrobat. 
Acrobat  is  an  attempt  to  be  a  universal 
language  for  electronic  documents.  It 
picks  up  where  PostScript  leaves  off, 
with  specifications  for  not  just  type 
fonts  and  sizes  but  anv  element  of  a 
page:  words,  pictures,  charts.  With 
this  new  standard,  Adobe  declared, 
documents  created  by  any  personal 
computer  could  be  stored,  shared  and 
printed,  whether  or  not  the  recipient 
had  the  programs  that  created  the 
material  originally,  no  matter  what 
brand  of  computer  or  operating  sys- 
tem the  viewer  was  using,  and  in  all 
their  full-color  visual  glory. 

A  standard,  though,  is  more  than  a 
computerized  formula;  it  also  means 
wide  acceptance  of  that  formula.  This 
time  around  Adobe  fell  far  short  of 
wide  acceptance. 

Why  was  Acrobat  a  flop  in  its  first 


Adobe  Systems  Chief  Executive  Officer 

John  Warnxk  (left) 

and  President  Charles  Geschke 

It's  going  to  take  some  gymnastics 

to  get  Adobe  Acrobat  off  the  ground. 


incarnation?  Perhaps  Adobe  was  too 
greedy.  Although  it  tried  to  make  its 
new  formatting  standard  attractive  by 
putting  the  specifications  for  it  in  the 
public  domain,  Adobe  announced 
that  it  would  charge  users  not  only  for 
software  used  to  put  documents  into 
the  universal  Acrobat  format  but  also 
for  software  to  be  used  by  the  recipi- 
ents of  those  documents  to  view 
them.  It  was  like  the  cellular  tele- 
phone operators'  practice  of  charging 
customers  for  receiving  calls  as  well  as 
making  them. 

Last  year  Adobe  put  out  Acrobat 
2.0.  Now,  viewer  software  is  free.  The 
new  Acrobat  also  has  features  the  first 
one  lacked,  such  as  a  security  system 
that  keeps  electronic  documents  away 
from  prying  eyes,  and  a  searching 
function  that  enables  users  to  sift 
through  a  library  of  documents  look- 
ing for  a  particular  topic  or  graphical 
element.  But  Acrobat  is  still  far  from 
the  overnight  success  that  PostScript 
was.  It  will  probably  be  several  years 
before  it  contributes  significantly  to 
Adobe's  profits. 

So  Warnock  and  Geschke  are  seek- 
ing universality  in  a  different  direc- 
tion— with  a  wider  product  line.  Last 
year  they  spent  $430  million  in  stock 
to  acquire  Aldus  Corp.,  owner  of 
PageMaker.  That's  a  program  that 
enables  a  desktop  publisher  to  lay  out 
a  page  with  its  headlines,  neat  col- 
umns of  type  and  so  on.  Typically  a 
PageMaker  user  outputs  his  pages 
onto  a  PostScript  printer — and  may 
have  used  some  other  Adobe  product, 
such  as  Illustrator  or  PhotoShop,  to 
create  the  elements  of  the  page.  So  the 
product  lines  are  complementary. 

More  important,  Aldus'  largely  re- 
tail marketing  complements  Adobe's 
strength  in  dealing  with  wholesale 
customers,  namely,  printer  manufac- 
turers, and  with  graphics  profession- 
als who  buy  Adobe's  illustration  and 
design  tools.  With  the  merger  with 
Aldus,  Adobe  has  a  broader  retail 
product  line  that  includes  photo  edit- 
ing, video  display,  visual  databases 
and  illustration. 

It  isn't  easy  to  define  a  new  com- 
puter standard  and  get  the  world  to 
adopt  it.  If  Adobe  can't  do  that  with 
Acrobat,  it  will  have  to  expand  its 
territory  in  a  more  conventional  fash- 
ion, by  further  pushing  out  the 
boundaries  of  its  product  line.        ■■ 


arbes  ■  March  27,  1995 


113 


Like  a  neglected  attic,  a  personal  computer's 
hard  disk  can  quickly  get  cluttered.  Time  to  call  in 
a  professional  cleaner— it's  dangerous  if  you  don't. 

Uninstallers 


By  David  C.  Churbuck 

Is  YOUR  hard  disk  Rill  or  getting  that 
way  fast?  You  have  probably  contem- 
plated erasing  some  of  the  software  you 
have  installed  over  the  years  and  no 
longer  use.  But  tossing  out  an  unwant- 
ed program  is  a  tricky  business.  If  you 
do  it  wrong,  you  could  crash 
your  computer. 

Let's  assume  you  have  an 
IBM-compatible  system  and 
that  you  use  Windows,  like 
60%  of  personal  computer 
users. 

Whenever  you   install   a 
new  application  program  in 
Windows,  it  leaves  behind 
its  footprints.  It  will,  for  ex- 
ample, create  an  icon — like  a 
pushbutton     on     a    dash- 
board— that  you  use  to  turn  the 
program  on.  More  subdy,  it 
will  make  associations  between 
the  files  it  creates  and  related 
programs  (such  as  your  com- 
munications program  or  your 
printer  manager)  that  need  to 
get  at  those  files. 

This  tangle  of  connections 
goes  on,  for  the  most  part, 
behind  closed  doors.  You  may 
not  even  know  it's  happening. 
A  well-behaved  program  will 
pause  in  the  midst  of  installation, 
politely  asking  for  your  permission  to 
rearrange  the  furniture  a  little.  You 
click  a  "yes"  with  your  mouse,  proba- 
bly without  thinking.  The  program 
proceeds  to  rewrite  the  files  that  con- 
trol how  your  computer  runs,  files 
with  names  like  "autoexec.bat"  and 
commands  like  "stacks=9,256." 
Chances  are  you  don't  know  what  the 
changes  do  or  what  the  files  mean. 

Bad  programs  don't  even  ask  per- 
mission. They  just  mess  with  your 
system  files  without  warning. 

A  year  later,  you  have  tired  of  the 
new  program  and  want  to  clean 
house.  Not  easy.  You've  forgotten  all 


14 


the  changes  that  were  made  inside 
your  system  when  the  program  was 
installed. 

Help  is  at  hand  in  the  form  of  a  new 
category  of  software  tools  known, 
straightforwardly,  as  "uninstallers." 
They  zap  unwanted 
software  and  restore 
system  files.  Some 
uninstaller  programs 
work  best  if  they  are 
in  place  before  you 
add  a  new  applica- 
tion. But  even  if  you 
buy  the  uninstall  pro- 
gram after  the  fact,  it 
can  usually  guess  at 
what  internal  changes 
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Uninstall-lt!  (top)  and  CleanSweep 

In  case  you  get  tired  of  the  Ninth  Symphony 


were  made  and  undo  the  damage. 

We  looked  at  three  uninstallers  to 
see  how  well  they  handled  the  zap- 
ping of  Microsoft's  Multimedia  Bee- 
thoven: the  Ninth  Symphony.  That's  a 
great  CD-ROM  title,  but  it  eats  up  4 
megabytes  of  hard  disk  space. 

Quarterdeck  Corp.'s  CleanSweep 
for  Windows  ($60,  310-392-9851; 
is,  in  our  view,  the  best  of  the  bunch 
CleanSweep  offers  four  choices:  unin 
stall  an  application  program;  uninstal 
freebie  software  that  came  with  youi 
Windows  operating  system;  clear  oul 
unused  temporary  files,  backups,  help 
files  and  bloated  graphic  images;  and 
finally,  eliminate  duplicate  programs. 
Landmark  Research  Internationa 
Corp.'s  Uninstall-lt!  ($69,  800-683 
6696)  worked  almost  as  well.  Like 
CleanSweep,  it  carefully  searched  the 
cross  references  left  behind  by  Bee 
thoven,  analyzing  system  files  alterec 
during  the  CD  installation.  Uninstall 
It!  calculates  your  expected  space  sav* 
ings  before  you  decide  to  zap  at 
application. 

Drawback:  Uninstall-lt!  canno 
properly  function  if  you  use  a  Win 
dows  overlay  called  PC  Tools  for  Win 
dows.  CleanSweep  does  not  have  thaj 
weakness. 

imsi's  WinDelete  ($50,  800-833 
4674)  is  best  at  keeping  track  of  nev 
applications.  Once  WinDelete  is  u 
place,  you  install  any  new  softwari 
under  its  watchful  eye.  Drawback 
same  conflict  with  PC  Tools  that  Urn 
install -It!  has. 

You  can  also  get  uninstall  feature 
in  an  all-purpose  Windows  utility  pro 
gram.  We  tried  three:  TouchSton 
Software  Corp.'s  WinChecklt  ($5C 
714-969-7746);  Central  Poin 
Software's  PC  Tools  for  Win 
dows  ($179,  800-964-6896; 
and  Symantec's  Norton  Desk 
top  for  Windows  ($179,  800' 
441-7234).  They  represent  1 
excellent  value  in  utilities,  bu 
none  does  as  good  a  job  c 
managing  uninstallation  z 
CleanSweep.  Worse,  Wir 
Checklt  crashed  when  w 
asked  it  to  uninstall  the  Bee 
thoven  CD. 

What  if  you  don't  like  th 
uninstall  program?  Clear  ioi 
Sweep  has  the  ultimate  in  exi; 
tential  capabilities.  It  can  ur( 
install  itself.  ■> 
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Our  plain  paper  fax  i 
options  aren't  optional. 


limited  time,  *  the  fax  options  you  want 
fi^c  lost  are  free. 

What's  more,  Canon  LASER  CLASS 
ix  machines  continue  to  save  you 
loney.  That's  because 
le  major  cost  of 
wning  a  fax 
achine  isn't  buying 
,  it  s  using  it.  And  Canon 
ASER  CLASS  fax  machines 
we  features  that  reduce  labor 
id  line-time  costs  so  much  they 
e  the  least  expensive  plain 


CLASS  b  a  registered  trademark  of  Canon  Inc  •This  offer,  which  runs  from  February  I  to  May  31, 1995,  applies  to  the  lAStR  UASS  5000,  S500, 7000  and 
id  to  the  FAX-L777  and  FAX-L790.  Offer  vanes  based  on  model  purchased.  Available  I 
U.S.A.  does  not  warrant  or  endorse  third-party  software.  ©1995  Canon  USA.,  Inc. 


10  and  to  the  FAX-L777  and  FAX-L790.  Offer  vanes  based  on  model  purchased.  Available  only  in  the  VS.  local  dealer  prices  may  vary. 

IASER  CLASS, 
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Ohio  Rated 
National  Leader 
In  Business 
Development 
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In  any  business,  innovation  is  the  only  sustainable  competitive 
advantage.  That  lesson  of  economic  reality  is  what  is  behind  the 
Ohio  Jobs  Creation  Act,  clearly  America's  most  successful  strategy 
for  business  development. 

The  Act,  highlights  of  which  are  outlined  on  back,  has  vaulted  Ohio 
to  the  top  of  "Site  Selection"  magazine's  ranking  of  corporate  expan- 
sions or  relocations,  for  the  second  year  in  a  row.  In  fact,  our  state's 
expansion  activity  last  year  alone  was  more  than  the  combined  total 
of  29  states  with  a  population  of  more  than  125  million  people. 

Ohio's  economic  rebirth  is  the  result  of  a  plan  that  has  made  our 
state  a  leader,  and  we're  committed  to  maintaining  our  leadership  in 
economic  development  through  programs  that  work  for  business. 

I'd  like  you  to  carefully  examine  the 
details  of  our  Jobs  Creation  Act.  i 
I'm  confident  that,  as  a  leader  4 
in  your  industry,  you'll  _J 

find  Ohio  the  best 
location  in  the 
nation  for  busi- 
ness growth. 
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inancial  Rewards 
or  Job  Creation 

The  Ohio  Job  Creation  Tax  Credit  en- 

urages  investment  and  job  creation  in  Ohio 
giving  a  tax  credit  to  companies,  based  on 
}  state  income  tax  paid  by  new  full-time  em- 
)yees.  Basically,  it  rewards  a  company  for 
sating  new  jobs  by  redirecting  back  to  the 
mpany  a  portion  of  the  future  revenue  the 
w  jobs  will  create  for  Ohio. 

Eligible  projects  range  from  manufac- 
ing  and  high  technology  to  distribution 
d  service  companies,  such  as  computer 
j  telecommunications  operations.  Corpo- 
e  headquarters  projects  may  also  qualify. 

The  amount  of  the  tax  credit  could  be 
to  100%  for  ten  years.  In  its  first  year 
j  a  half,  the  Ohio  Job  Creation  Tax  Credit 
>  issued  credits  ranging  from  40  to  85 
-cent  with  terms  of  seven  to  ten  years. 


New  Facilities  and  Expansions 

All  of  the  following  states 

combined  =  901 


California 

Pennsylvania 

Massachusett.es 

Connecticut 

Arizona 

Oregon 

North  Dakota 

Delaware 

Maine 

|Rhode  Island 

Alaska 

Montana 

Vyoming 

;ansas 

New  York 


Illinois 

New  Jersey 

Colorado 

Washington 

Nebraska 

South  Dakota 

Dist.  of  Columbia 

New  Hampshire 

Vermont 

Hawaii 

Idaho 

Maryland 

Utah 

New  Mexico 


OHIO  =  911 


ports:  Helping 
impanies  Go  Global 

In  keeping  with  our  state's  traditional 
as  a  leader  in  the  world  marketplace, 
Ohio  Export  Tax  Credit  rewards  com- 
ies  that  expand  export  activity. 
If  your  company  increases  export 
s  at  the  same  time  it  increases  either 
)  payroll  or  property  values,  it  is  eligible 
aim  up  to  a  1 0%  credit  of  pre-tax  profit 
i  the  expanded  export  operation.  The 
'ision  rewards  even  modest  export  in- 
ses  that  create  jobs  or  raise  values.  All 
)  taxpayers,  not  just  corporations  that 


Moving  that  successful  economic  devel- 

nent  isn't  just  a  Sunbelt  phenomenon, 

o  .  .left  most  other  states  in  the  dust." 

— Site  Selection 


have  Foreign  Sales  Corporation  tax  status, 
can  qualify  for  the  credit. 

Helping  R&D  Pay  Of  f 
For  Business 

In  Ohio  we  know  that  Research  and 
Development  is  a  company's  investment  in 
the  future.  It's  also  an  investment  in  our 
state's  success.  The  Ohio  Research  and 
Development  Tax  Credit  gives  businesses 
an  incentive  to  make  that  investment. 

Companies  that  purchase  equipment  for 
R&D  activities  are  exempt  from  state  and 
county  sales  taxes  they  would  normally  pay. 
The  exemption  covers  equipment  used  in  ei- 
ther directed  or  pure  research. 


Top  5  States  1994 

New  Facilities  and  Expansions 

Ohio  , 

..911 

North  Carolina 

...539 

Texas  

...505 

Florida 

...265 

Wisconsin 

...223 

Support  For  The  Tools 
Of  Business  Success 

In  Ohio,  small  and  medium-sized  com- 
panies now  have  an  added  opportunity  to 
compete  successfully  by  investing  in  equip- 
ment they  need  to  get  the  job  done.  The 
Manufacturing  Machinery  and  Equipment 
Investment  Tax  Credit  provides  an  18- 
month  "window  of  opportunity"  for  a  credit 
on  corporate  franchise  or  state  income 
taxes.  The  credit  applies  for  new  equipment 
orthe  re-tooling  of  current  equipment  used 
for  manufacturing. 

Tax  credits  can  total  up  to  20%  of 
purchase  costs.  Companies  making  the 
purchases  between  January  1,  1995  and 
June  30, 1996  are  eligible. 


Top  5  States  1992-94 
New  Facilities  and  Expansions 

Ohio  1,951 

North  Carolina 1,34' 

Texas 1,32: 

Florida 81; 

California 60v 


Putting  Inventory  To 
Work  For  Business 

Ohio  prides  itself  as  a  world  leading 
location  for  the  storage  and  distribution  of 
products.  To  help  Ohio  companies  compete 
in  this  arena,  two  measures  were  recently 
approved  that  provide  financial  incentives 


for  inventory  maintenance  and  distribution. 

The  Warehouse  Equipment  Sales  Tax 
Exemption  gives  a  company  an  exemption 
from  the  state  sales  tax  for  equipment  used 
in  storing,  transporting,  mailing  or  handling 
inventory  that  is  primarily  distributed  to 
retail  stores  outside  Ohio  that  are  owned  by 
the  company  or  its  affiliated  groups. 

The  Warehouse  Inventory  Tax  Ex- 
emption is  aimed  at  giving  all  distribution 
companies  in  Ohio  an  even  playing  field,  no 
matter  what  their  products  are  or  how  they 
are  distributed.  Under  the  provision,  any 
products  shipped  into  Ohio  and  held  for 
storage  here  before  being  re-shipped  out  of 
state  can  qualify  for  an  exemption  from  the 
property  tax. 

Growth  Potential  For 


Agri-Business 


Companies  involved  in  the  meat-pack- 
ing or  horticultural  end  of  agri-business  can 
realize  important  tax  savings  because  of  a 
recent  measure  aimed  at  stimulating  agri- 
business growth  in  Ohio. 

The  Horticulture/Livestock  Structure 
Sales  Tax  Exemption  exempts  from  the 
state  sales  tax  materials  used  to  build  struc- 
tures used  in  the  meat-packing  or  horticul- 
tural industries. 


Top  5  Metro  Areas  1993 
New  Facilities  and  Expansions 


Dallas 

...18« 

Charlotte 

...126 

Cleveland 

..107 

Columbus 

....86 

Cincinnati 

....78 

Team  Ohio  Total:  271 

For  More  Details  On 
Ohio's  Job  Creation  Plan 

Because  of  this  plan,  Ohio  and  its 
metro  areas  lead  the  nation  in  job  and  eco- 
nomic development.  It  proves  our  conten- 
tion that  it  is  the  most  meaningful  business 
development  program  available. 

To  find  out  further  details  of  how  Ohio 
is  prepared  to  help  your  business  prosper, 
please  contact: 

Donald  E.  Jakeway,  Director 

Ohio  Department  of  Development 

P.O.  Box  1001 

Columbus,  Ohio  43266 

1-800-345-OHIO 

FAX:  614-644-0745 


"Obviously,  both  new  and  expanding 
companies  are  finding  Ohio  a  fertile 
ground  for  conducting  business." 

—  Site  Selection 
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Richard  A.  Shaffer  is  founder  of  Technologic 
Partners,  a  technology  consulting 
company  in  New  York  City,  and  publisher  of 
Technologic  Computer  Letter. 


Typewriters  and  ledger  books  are 
pretty  much  extinct  now,  done  in 
overnight  by  personal  computers  and 
software  packages.  Film  photography 
is  dying  a  much  slower  death. 

Digital  still-cameras  have  been 
around  since  1991.  For  the  past  few 
years  Kodak  has  tried  to  sell  consum- 
ers on  the  idea  of  storing  photos 
digitally  even  if  taken  with  an  old- 
fashioned  film  camera.  But  although 
Kodak's  compact  disk  storage  idea, 
called  Photo  CD,  has  proved  popular 
with  professionals,  amateur  photog- 
raphers prefer  the  old-fashioned  pho- 
tographs that  they  can  pull  out  of 
wallets  or  paste  into  an  album. 

What's  holding  up  the  digitization 
of  picture  taking?  The  cost  of  high 
resolution. 

Even  the  earliest,  cheapest  comput- 
er printers  printed  as  neatly  as  a  type- 
writer. The  same  cannot  be  said  of 
digital  photos.  For  a  high -resolution 
color  image,  digital  equipment  is  not 
yet  competitive  in  cost  with  silver 
halide  film. 

Time  is  on  the  side  of  the  digital 
medium,  however.  Inevitably  the  day 
will  come  when  silver  is  supplanted  by 
electronic  bits. 

The  first  inroads  will  come  where 
pictures  need  to  be  edited,  processed 
quickly  or  transmitted  across  a  net- 
work. The  computer  has,  of  course, 
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already  become  a  fact  of  life  in  ma- 
nipulating conventional  film  photo- 
graphs before  they  are  printed — wit- 
ness that  controversial  Time  cover 
that  darkened  O.J.  Simpson's  skin. 
Now  the  digital  medium  is  capturing 
some  ground  where  the  process 
starts — at  the  picture -taking  stage. 

Last  year  saw  the  introduction  of 
several  all-digital  cameras.  They  are 
expensive — ranging  from  $750  to 
$15,000  and  up — and  far  from  able 
to  match  the  resolution  and  color 
fidelity  of  film-based  photography. 
They  are  already  good  enough,  how- 
ever, for  many  purposes  where  speed 
is  important  or  where  images  are  part 
of  the  electronic  publishing  process, 
including  photojournalism,  insur- 
ance claims  adjusting,  catalog  imag- 
ing, and  many  military  and  govern- 


from  Logitech,  Kodak  and  Casio. 

What's  keeping  digital  photogra- 
phy expensive  is  the  cost  of  the  elec- 
tronic parts  that  capture  the  images. 
These  are  known  as  charge  coupled 
devices,  orcCDs.  Kodak,  however,  has 
reduced  the  cost  of  manufacturing 
CCDs  by  a  factor  often  in  the  past  five 
years,  and  there  seem  to  be  no  techni- 
cal limits  to  further  progress. 

Even  with  today's  high  prices  and 
modest  resolution,  the  digital  cameras 
have  found  a  few  markets.  A  photo- 
journalist,  for  example,  now  can  plug 
his  camera  into  a  laptop  computer  and 
transmit  pictures  from  the  battlefield 
in  time  for  the  evening  edition.  A  reali 
estate  agent  can  snap  photos  of  new 
house  listings  and  download  them  into 
a  database  of  homes  for  sale.  If  all  of 
the  manufacturers  hit  their  targets — 
especially  Casio  and  Chinon — ship- 
ments of  digital  cameras  could  surpass 
80,000  units  this  year,  up  from  5,000 
just  two  years  ago. 

What  may  emerge  is  a  desktop 
photo-imaging  market,  similar  to 
desktop  publishing,  where  the  cam 
era  becomes  just  another  attachment 
to  the  re.  This  is  partly  a  software 
issue.   What  the   consumer  market 


The  computer  is  already  a  fact  of  life  in  manipulating  photos- 
witness  that  controversial  Time  cover. 


ment  projects. 

The  digital  cameras  at  the  top  of  the 
price  range  provide  impressive  picture 
quality.  Kodak's  newest  model  will  set 
you  back  $28,000,  but  can  register  an 
image  with  6  million  pixels,  or  picture 
elements,  with  24  bits  of  color  for 
each  pixel.  For  a  picture  5  inches  by  7 
inches,  that  translates  into  150  lines 
per  inch,  the  same  as  in  a  crisp  color 
reproduction  on  a  magazine  page. 
That's  about  as  good  a  resolution  as 
the  eye  can  appreciate,  although  it  is 
still  not  the  equal  of  the  18  million  to 
24  million  pixels  captured  in  a  single 
frame  of  35mm  film. 

At  the  other  end  of  the  price  scale, 
Apple  Computer's  QuickTake  100, 
which  was  introduced  last  year,  takes 
pictures  with  only  307,000  pixels 
and  has  a  fixed  focus.  But  it  costs  only 
$749.  Similar  cameras  are  on  the 
market  or  coming  in  the  near  future 


needs  is  more  products  like  Apple's' 
PhotoFlash,  a  program  based  on 
technology  from  Storm  Software,, 
which  allows  users  to  place  photo- 
graphs in  documents  and  presenta-i 
tions,  quickly  and  easily. 

Even  with  better  software  and  cam- 
eras under  $1,000,  it  will  be  a  while! 
before  a  mass  consumer  market  devel- 
ops for  digital  photography.  Not 
enough  users  have  the  microprocessor 
power,  the  memory  or  the  color  moni- 
tor needed  to  deal  with  digital  pic- 
tures. Nor  do  they  have  the  high- 
resolution  color  printers  needed  for 
quality  output.  And  as  Kodak  learned, 
most  consumers  still  like  carrying 
around  shots  of  their  spouses  and  kids. 

Still,  the  notion  of  being  able  one 
day  to  use  pictures  as  easily  as  we 
now  use  words  is  compelling.  Even- 
tually, digital  photography  will  be 
a  winner.  ■ 

Forbes  ■  March  27,  1995 
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Your  Competitors 

Have  MoreTimeThan 

You  DoTo  Create, 

Improve  And 
Sell  Their  Products. 

They  Dorft  Have 

Better  People. 

Just  Better  Data  Storage. 


You  might  think  that  data  storage  is  a 
box  that  sits  and  collects  data  from  your 
computers.  But  at  EMC,  we  offer  a  new- 
breed  of  data  storage  solutions  that  does 
just  about  everything  but  sit. 

Thev  move  information  into  vour 


system,  while  keeping  that  information 
secure.  Which  gets  your  products  to  market 
faster.  Your  customers  served  faster.  And 
your  company  rich  faster. 

Call  1-800-424-EMC2  ext.  145.  You'll 
discover  that  with  EMC,  data  storage  is  no 


customers' and  employees'  hands  faster  than  any  other  storage    longer  a  passive  receptacle.  It's  a  competitive  weapon. 


COMPETITIVENESS  IS  IMPROVED  BY  A  FACTOR  OFEMC 


THE  STORAGE  ARCHITECTS 


EMC.  the  EMC  loi    .-.J  'I  HI:  VI OFAGE  ARCHITECTS  are  trademark  of  EMC  Corporatwn.  01995  EMC  Corporation.  All  rights  reserved.  Outside  the  US.  call  ISOSi  435-1000  ext.8193. 


SCIENCE  &  TECHNOLOGY 


You  normally  identify  a  market  before  you  design 
a  product.  But  Sarnoff  Real  Time's  supercomputer 
proved  a  perfect  fit  for  a  market  no  one  had  considered. 

From  H-bombs 
to  video 


By  Lisa  Sanders 

Christopher  Columbus  sought  In- 
dia and  discovered  America.  The  Pen- 
tagon secured  its  computers  and  cre- 
ated the  Internet.  Now  serendipity 
may  salvage  the  supercomputer. 

For  most  of  the  supercomputer's 
life  the  military  has  been  its  primary 
customer.  But  the  end  of  the  cold  war 
reduced  demand  for  machines  that 
could  model  H-bombs  and  stealth 
airframes.  Commercial  users  haven't 
taken  up  the  slack  because  they  can 
make  do  with  machines  that  are  a  little 
slower  and  a  lot  cheaper.  Raw  power  is 
crucial  in  applications  that  must  keep 
up  with  events  as  they  happen.  Inter- 
active media,  for  example. 

No  supercomputer  maker  has  bet 
more  heavily  on  interactive  media 
than  Sarnoff  Real  Time  Corp.  of 
Princeton,  N.J.,  a  two-year-old  spin- 
off from  the  David  Sarnoff  Research 
Center.  Real  Time's  only  product  is  a 
supercomputer  that  can  provide  video 
on  demand  to  cable  subscribers. 

Real  Time's  supercomputer,  called 
Magic,  was  designed  to  solve  a  differ- 
ent problem.  In  the  mid-1980s  three 
engineers  at  Sarnoff  Research — Stan- 
ley Knight,  Danny  Chin  and  Herbert 
Taylor — wanted  a  way  to  design  and 
debug  video  circuitry  without  having 
to  etch  it  in  silicon.  So  they  built  a 
supercomputer  to  simulate  it. 

The  engineers  yoked  together 
1 ,024  processors;  together  they  could 
swallow  a  line  of  video  picture  ele- 
ments (pixels)  in  one  gulp.  That  gulp 
can  be  digested  in  62  microseconds, 
so  that  an  entire  frame  of  525  lines 
takes  only  30  milliseconds.  Although 
Knight,  Chin  and  Taylor  didn't  in- 
tend to  design  a  video  server,  that's 
what  the}'  got. 
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Mark  Lieberman  of  Sarnoff  Real  Time 
It  took  an  outsider  to  see 
the  commercial  possibilities. 


But  it  took  an  outsider  to  see  the 
commercial  possibilities.  Mark  Lie- 
berman, 35,  a  lawyer  and  engineer 
who  had  studied  the  information  su- 
perhighway for  the  Bush  Administra- 
tion, met  the  Sarnoff  people  at  a 
conference  in  early  1993.  Lieberman 
saw  their  machine,  then  dressed  up  as 
a  flight  simulator,  and  asked  whether 
it  could  function  as  a  video  server. 
Sure,  said  Knight.  So  they  set  out  to 
develop  Sarnoff  Real  Time. 

That  same  flight-simulating  video- 
game was  enough  to  convince  John 
Rollwagen  of  the  technology's  prom- 
ise to  deliver  movies  on  demand  to 
cable  TV  subscribers.  The  former  chief 
executive  of  Cray  Research,  Rollwa- 
gen thought  he'd  left  supercomput- 
ing  forever  when  he  joined  the  Com- 
merce Department  in  early  1993.  But 
seven  months  later,  after  leaving  the 


government,   Rollwagen  twiddled 
joystick,  soared  over  Yosemite  Na 
tional  Park  and  changed  his  mind. 

"At  Cray  we'd  done  a  similar  kirj 
of  terrain  rendering,  flying  over  Mars 
on  a  multiprocessor  computer,  but  i 
took  hours  to  create  a  similar  scene,' 
says  Rollwagen.  "This  [Samoffs  ap 
plication]  was  done  in  real  time." 

By  October  1993  Rollwagen  \va 
back  in  supercomputers,  as  chairmai 
of  Sarnoff  Real  Time.  Lieberman  wa 
named  president  in  March  1994. 

Lieberman  claims  that  one  of  Mag 
ic's  main  competitors,  an  Ncube 
supercomputer  with  a  1,024-proces 
sor  array,  could  cost  more  than  $25' 
per  cable  subscriber,  compared  wit) 
Sarnoff  Real  Time's  estimated  price  c 
under  $100.  Craig  Ramsey,  Ncub 
senior  vice  president  for  marketing 
disagrees.  "They're  comparing  u 
with  our  last  generation  as  compare 
to  what  they're  going  to  be  compel 
ing  with  in  the  marketplace,"  he  say: 
adding  that  Magic  is  still  being  testec 

Sour  grapes,  say  the  Sarnoff  folkl 
"We're  hoping  that  by  the  end  ( 
1995  this  company  is  breaking  even,' 
says  James  Carnes,  chief  executive  ( 
Sarnoff  Research  Center,  which  in 
vested  $5  million  in  Sarnoff  Ren 
Time  last  year  and  is  raising  prival 
funding  this  year.  "We  have  almo 
$10  million  orders  for  product,  an 
we're  starting  to  roll."  Real  Time  h; 
signed  a  letter  of  intent  with  Nort 
Communications,  a  maker  and  mat 
ager  of  multimedia  kiosk  networks  i 
Santa  Monica,  Calif.  The  two  rirn 


A  Cray  took  several  hours 
to  create  a  virtual  terrain. 
A  Magic  supercomputer  did 
it  in  real  time. 


f 


plan  a  pilot  program  for  the  Soci< 
Security  Administration  to  give  cil 
zens  the  kinds  of  services  cash  m 
chines  give  bank  customers. 

If  video  on  demand  takes  off,  Ma 
ic  may  turn  out  to  be  the  right  pro 
uct  at  the  right  time.  If  so,  Same 
Real  Time  will  owe  its  success  not 
planning  but  to  alertness:  Someoi 
noticed  the  gold  sitting  on  a  researi 
department's  shelf.  I 
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HAVING  TROUBLE  KEEPING  TRACK 

IF  BUSINESS  RELATIONSHIPS?  GET  ACT! 

AND  GET  OUT  OF  A  STICKY  SITUATION. 


Load  ACT!   2.0  on  your  Windows 
or  Macintosh  computer  and  you 
will  find  that  handling  unexpected 
phone  calls  and  remembering 
those  meetings  that  you  scheduled 
weeks  ago  is  a  breeze.  Even  as  we 
speak,  806,000  time-starved 
business  professionals  trust  ACT! 
to  truly  organize  every  important 
client  fact,  figure,  date  and  detail. 
Which  makes  ACT!  the  number-one 
selling  contact  manager  in  the  world. 

OUT  OF  SIGHT. 
NOT  OUT  OF  MIND. 

With  ACT!,  you  can  take  all  the 
contact  information  cluttering  up 
your  desk,  your  briefcase,  your 
pockets  and  wallet,  and  put  it  on 
your  computer.  Where  each  and 
every  name,  address,  phone  number, 
business  conversation  and  report  can 
be  turned  into  a  major  competitive- 
advantage. 

ACT!'s  powerful  database  lets  you 
organize  your  contact  data  in  almost 

'Demo  disk  mailable  in  Wmdotvs  version  only.  Offer  valid  sn  L'.S.A.  only  white  supplies  last-  Shipping  and  handling  costs  extra,  for  more  information  in  Canada, 
call  I -800-667-866 1,  ext.  5513  In  Australia,  call  2-879-6577.  In  Europe,  call  31-71-353/ 1 1.  Symantec  and  ACT!  are  registered  trademarks  of  Symantec  Corporation.  All  other  hi 
'it  trademarks  are  the  property  of  their  respective  holders.  G1995  Symantec  Corporation.  All  rights  reserved. 


any  manner  you  wish.  There's  an 
ACT!  note  pad  that  lets  you  attach 
notes  to  each  contact  —  facts  like 
who  you  called,  the  day  you  called 
and  what  was  promised  —  even  the 
name  of  a  client's  favorite  restaurant. 

There's  even  a  history  log  that 
keeps  track  of  the  dates  when  tasks 
were  accomplished.  So  with  ACT!, 
you're  as  buttoned-up  as  humanly 
possible. 

ACT!  WILL  NEVER 
LET  YOU  FORGET. 

ACT!  comes  with  an  integrated 
calendar  that  you  can  use  to  schedule 
important  meetings  and  follow-up 
calls.  A  plethora  of  alarms  can  be  set 
to  bluntly  remind  you  of  important 
upcoming  events  and  deadlines. 

You  may  forget.  But  ACT!  won't. 

ACT!  also  takes  care  of  all  the  nitty- 
gritty  details  of  your  paperwork.  You 
can  quickly  merge  important  contact 
information  into  letters,  reports,  faxes 
and  e-mail.  There's  also  the  option  to 


print  in  20  popular  organizer  formats 
from  both  the  handy  calendar  and 
the  address  book. 

You  can  even  share  ACT!  files 
with  your  co-workers  over  powerful 
local  area  networks.  In  every  aspect, 
ACT!  gives  you  the  tools  you  need  to 
turn  all  the  mayhem  into  productive 
relationships. 

In  fact,  you  should  write  yourself 
a  note  this  second.  After  all,  it  could 
be  the  last  sticky  you'll  ever  need. 

TRY  ACT! 
CALL  1-800-628-4777. 


To  see  ACT!  for  your 

very  own,  just  call  us  at 

ext.  9L2  land  ask  for  our 

demo  disk'  Or  we'll  be 

glad  to  give  you  the 

name  of  the  Symantec 

ACT!  reseller  nearest  you. 
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SCEHCE  &  TECHNOLOGY 


Two  ways 

to  mint  money 


lichael  Gianturco  is  a  portfolio  manager. 
His  forthcoming  book  on  investing  in  technology 
stocks  and  funds  is  The  Market  that  Beats  the  Market 
(Little  Brown,  1995). 


What  kind  of  technology  company 
nets  25  cents  on  the  sales  dollar?  That 
unstoppable  behemoth  Microsoft 
comes  to  mind.  But  there  are  a  hand- 
ful of  much  smaller  companies  that 
match  Microsoft's  net  margin  or 
come  close.  They  are  extremely  prof- 
itable because  their  technology  is  so 
new,  or  so  newly  valuable,  that  heavy 
competition  does  not  yet  exist  for 
customers'  dollars. 

High-margin  firms  don't  always 
make  good  investments — competition 
has  an  ugly  way  of  eroding  returns — 
but  the}'  are  always  worth  looking  at.  If 
nothing  else,  they  point  you  to  new 
technologies  that  could  turn  into 
boom  sectors  in  the  next  decade.  Let's 
look  at  two  of  them:  Videonics  Inc. 
and  Fulcrum  Technologies  Inc. 

Videonics  manufactures  hardware 
(including  custom  chips  and  soft- 
ware) that  helps  amateurs  edit  their 
home  videos.  This  Campbell,  Calif, 
company  netted  $6  million  on  reve- 
nues of  $31  million  last  year.  For  the 
quarter  ended  Dec.  31  its  aftertax 
margin  was  27%. 

Amateur  video  is  big.  Camcorders 
are  now  commonplace  at  weddings. 
How-to  and  promotional  videos  are 
proliferating,  as  do-it-yourself  movie 
producers  are  selling  their  expertise  in 
fields  as  diverse  as  sewing,  surgery, 
boatbuilding  and  firefighting. 
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What  makes  an  amateur  video  seem 
amateurish?  In  most  cases  it  is  either 
the  complete  lack  of  editing  or  a 
clumsy  form  of  it  produced  by  starting 
and  stopping  the  camcorder.  Videon- 
ics makes  digital  editing  equipment 
used  to  cut,  edit,  mix,  color  and  cap- 
tion videos.  Videonics  sells  a  rudi- 
mentary version  of  the  type  of  equip- 
ment sold  by  Avid  Technologies 
(Forbes,  June  6,  1994).  Avid  sells 
systems  in  the  $50,000  to  $100,000 
range  to  broadcast  news  producers. 
Videonics  sells  systems  for  $1,200  or 
less  to  hobbyists  and  beginners. 

The  market  is  potentially  huge. 
When  Videonics  offered  its  popular 
$29  seminars  on  video  editing  last 
year,  it  sold  3,500  tickets. 

Videonics  sells  its  equipment 
through    camera    shops,    industrial 


still  a  very  new  issue.  Keep  an  eye  oil 
the  amateur  video  industry,  a  growtll 
field  that  may  give  rise  to  other  fast | 
paced  startups. 

Fulcrum  Technologies  is,  for  me, 
more  attractive  investment.  This  Ottal 
wa-based  firm  sells  text  retrieval  softl 
ware.  It  took  in  revenues  of  $27  millioil 
(Canadian)  last  year,  netting  $3.9  mill 
lion,  for  a  24%  net  profit  margin. 

Most  computerized  data  are  store 
in  neat  compartments  called  field; 
One  field  provides  a  space  for  th 
customer's  name,  another  for  the  zi 
code,  another  for  the  date  of  the  las 
order  and  so  on.  Dicing  the  informa 
tion  into  distinct,  labeled  fields  make 
it  easy  to  index,  sort,  file  and  retrieve 
Thus,  you  can  call  up  a  list  of  all  th 
customers  in  a  given  zip  code  or  wit 
invoices  more  than  30  days  overdue 

But  according  to  the  Gartne 
Group,  90%  of  all  business  inform? 
tion  is  still  stored  as  loose  text:  letter:] 
memos,  proposals,  contracts.  Thl 
desk  drawer  would  probably  have  re 
mained  the  technology  of  choice  fc 
text  storage  and  retrieval  if  not  fc 
scanners  and  for  the  cheap,  capacioi 
compact  disk.  Soon,  we  will  have  a  Id 
of  this  loose  text  in  machine-readab 
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Ninety  percent  of  all  business  info  is 
stored  as  loose  text.  Searching  it  is  not  easy. 


dealers,  mail  order  dealers  and  retail- 
ers like  Radio  Shack.  It  also  makes 
products  for  Sony,  which  sells  the 
equipment  under  the  Sony  brand 
name  in  Japan.  Videonics  was  found- 
ed in  1986  and  went  public  last 
Dec.  15  at  11. 

The  27%  net  profit  margin  is  not 
going  to  last.  For  all  but  two  weeks  of 
the  December  quarter  the  firm  was  an 
"S"  corporation,  with  a  very  favor- 
able California  income  tax  rate  of 
1.5%;  now  it's  a  "C"  corporation  and 
will  be  more  heavily  taxed.  Rapid 
revenue  growth,  which  seems  likely, 
also  puts  a  drag  on  profits. 

At  a  recent  17,  Videonics  trades  at 
21  times  the  trailing  earnings  of  79 
cents  it  would  be  showing  if  it  had 
been  taxed  as  a  "C"  corporation  all 
last  year.  That's  not  expensive  for  a 
technology  stock.  But  I  would  take 
another  look  at  this  stock  in  1996.  It  is 


form,  but  searching  and  retrieving  it 
not  easy.  That's  where  Fulcru: 
comes  in. 

Fulcrum  has  been  hammering  aw? 
at  text  retrieval  since  the  early  1980 
This  company  already  has  written 
code  everyone  suddenly  needs.  It 
censes  its  code  in  the  form  of  pn 
gramming  tool  kits  and  "text  e> 
gines"  to  programmers  in  other  con 
panies.  Its  royalty  revenue  strea 
gives  rise  to  a  fat  profit  margin  thai 
probably  sustainable. 

Fulcrum  has  a  significant  compe 
tor  in  Verity,  Inc.  Fulcrum's  stoc 
which  is  traded  on  the  Nasdaq,  ro 
sharply  on  the  January  news  that  Fi 
crum  had  been  selected  by  Microsc 
for  text  retrieval  software.  It  will  a 
cess  the  coming  Microsoft  on-li 
network.  At  a  recent  19  (U.S.),  Fi 
crum  trades  at  45  times  trailing  ear 
ings.  It's  a  buy  at  15  or  lower.        I 
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ne  play  can  mean  the  difference  between  winning  and  losing.  One  fax  can  mean  the  difference  between  the 
right  play  and  the  wrong  one.  Perched  high  in  a  press  box  at  Soldier  Field  with  a  bird's  eye  view  of  the  opposing 
defense,  Chicago  Bears  offensive  coordinators  diagram  plays  and  send  them  down  to  the  sideline.  They 
send  them  down  to  a  Muratec  plain-paper  fax  with  superfine  resolution  and  image  smoothing.  After  all, 
a  picture  can  be  worth  more  than  a  thousand  words.  Six  points  to  be  exact.  Muratec.  1-800-543-4636 
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Doctors  are  prescribing  billions  of  dollars  in  new  hypertension  drugs. 
The  government  says  older,  cheaper  drugs  should  do.  Who's  right? 

Enough  to  make 
your  blood  boil 


By  Kate  Bohner  Lewis 

If  you  are  one  of  the  50  million 
Americans  suffering  from  high  blood 
pressure,  you  are  probably  taking 
medication  for  it.  Untreated,  hyper- 
tension greatly  increases  your  risk  of 
death  from  stroke,  heart  attack  or 
kidney  disease.  But  which  pills  are 
best?  On  that  score  you  will  find  very 
divergent  opinions. 

In  one  camp  we  have  the  doctors 
sitting  on  a  National  Institutes  of 
Health  hypertension  advisory  panel. 
In  its  most  recent  report,  the  panel 
favored  two  types  of  drugs:  diuretics 
(which  rid  the  body  of  excess  sodium 
and  water)  and  beta-blockers  (which 
slow  the  heartbeat). 

"We  did  not  feel  as  comfortable 
recommending  the  new  classes  of 
drugs  because  we  felt  there  was  not 
enough  long-term  clinical  evidence," 
says  Dr.  Marvin  Moser,  clinical  pro- 
fessor at  Yale  University  School  of 
Medicine  and  a  member  of  the  nih 
panel.  This,  despite  the  fact  that  previ- 


ously that  same  NTH  panel  endorsed  all 
of  the  hypertension  drugs  equally. 

In  the  other  camp  are  the  many 
doctors  who  are  convinced  that  newer 
antihypertensives  have  a  lot  of  merit. 
These  drugs  fall,  for  the  most  part, 
into  two  other  categories:  calcium 
channel  blockers  (which  reduce  con- 
traction of  the  muscles  that  squeeze 
blood  vessels  tight)  and  angiotensin  - 
converting-enzyme  inhibitors  (which 
interfere  with  the  action  of  a  kidney 
hormone,  renin,  that  causes  those 
muscles  to  squeeze). 

Dr.  Michael  Weber,  a  blood  pres- 
sure specialist  in  Los  Angeles  and  an 
adviser  to  the  Food  &  Drug  Adminis- 
tration, thinks  the  NIH  is  wrong  to 
turn  people  away  from  calcium  chan- 
nel blockers  and  ACE  inhibitors.  "It's 
oddly  coincidental  that  in  an  environ- 
ment moving  toward  managed  care 
and  cutting  costs,  the  panel  would 
suddenly  only  recommend  the  two 
least  expensive  drugs,"  he  says.  "The 


Choose  one, 

Treatment 

or 

maybe  two 

Producer 

Cost  per  year1 

Potential  side  effects 

ACE  inhibitors 

Vasotec 
Capoten 

Merck 
Bristol-Myers  Squibb 

$776 
1,183 

5%  to  10%  experience 
chronic  cough 

Beta-blockers 

Lopressor 

Inderal  (slow  release) 

Ciba-Geigy 

American  Home  Products 

635 
7282 

5%  to  10%  of  men 
suffer  impotence 

Calcium  channel  blockers 

Cardizem  CD                      Marion  Merrell  Dow 
Procardia  XL                       Pfizer 

1.181 
946 

5%  suffer  headaches  or 
swelling  in  legs 

Diuretics 

Hygroton 
Esidrix 

'Typicai  retail  price  at  hig 

Ciba-Geigy 
Ciba-Geigy 

3433 

84" 

5%  to  15%  of  patients  suffer 
fatigue  or  sexual  dysfunction 

i  dose.  2Retail,  typical  generic:  $93. 3Retail.  typical  generic: 

$84.  'Retail,  typical  generic:  $20. 

fay  we 


laying 
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implications  are  dangerous.  Should* 
the  government  tell  doctors  which  (sen 
drugs  to  prescribe?  Why  then  havt 
doctors  at  all?" 

Fortunately,  the  government 
hasn't  gone  quite  that  far.  What  voi 
take  is  between  you  and  your  doctor-  aj 
Ideally,  you  have  an  internist  or  cardi 
ologist  who  has  clinical  experience  ' 
using  all  four  main  types  of  antihyper 
tensives  and  knows  the  pluses  ano 
minuses  of  each 

You  may  be  one  of  the  50%  o 
hypertension  patients  whose  kidney' * 
produce  too  much  renin.  A  beta 
blocker  or  an  ACE  inhibitor  would  b 
especially  valuable  in  these  cases,  say 
Dr.  John  Laragh,  director  of  Nev 
York  Hospital's  Hypertension  &  Car. 
diovascular  Center. 

In  general,  the  best  drug  could  M 
from  any  of  the  four  categories.  You  tag 
doctor  will  select  a  drug,  or  combina 
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There  are  dozens  of  hypertension  drugs.  Here's  a  sampling  from  the  key  groups. 


tion  of  drugs,  after  considering  you 
family  history,  your  general  health 
other  cardiovascular  problems  yoi 
have  and  the  drug's  side  effects.  Fc 
example,  if  you  are  suffering  fron 
heart  failure  (inadequate  pumpin; 
volume)  as  well  as  hypertension,  theq  ^ 
again,  an  ace  inhibitor  makes  sense 

Side  effects,  meanwhile,  are  a  maufclingSc 
ter  of  trial  and  error.  A  drug  that  sap  siness  n 
the  energy  of  one  patient  severely  ma  jCjgc , 
leave  another  patient  feeling  fine.  Th 
goal  is  to  get  your  blood  pressui 
down  to  a  safe  range  with  the  lea 
severe  side  effects. 

Last,  if  you  are  paying  for  the  dm 
out  of  your  pocket,  cost  may  be. 
consideration — but  only  to  choo: 
between  two  medically  equivalent  a 
ternatives.  Warns  Laragh,  a  critic  < 
the  nih  report:  "You  cannot  put 
price  on  the  wrong  drug."  I 
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Chicagoans  claim  their  city  now  has  the  best 
restaurants  in  the  country.  Hometown  chauvinism 
aside,  they  can  make  a  pretty  fair  case. 

"A  very 
solid  town" 


«*-c^W 


By  Gary  Samuels 

Listen  to  these  boasts.  "The  Chica- 
go restaurant  scene  is  the  best  in  the 
world,  and  I  travel  the  world,1'  brags 
Patrick  Arbor,  chairman  of  the  Chica- 
go Board  of  Trade.  "You  don't  find 
any  better  dining  places  anywhere 
else,"  insists  Ardis  Krainik,  general 
director  of  Lyric  Opera  of  Chicago, 
and  a  world  traveler. 

"Second  City  boosterism,"  sneers 
Chicago  magazine  food  critic  Anne 
Spiselman. 

We'll  stay  out  of  the  argument,  but 


we  will  affirm  that  Chicago  has  plenty 
of  first-class  restaurants.  When  rating 
New  York  steakhouses  last  year,  Gael 
Greene,  New  York  magazine's  food 
critic,  wrote,  "Oh,  the  desperate  ig- 
nominy of  it.  Morton's  of  Chicago 
takes  the  prize.  .  .  .  Just  typing  the 
words  breaks  my  chauvinistic  New 
York  heart." 

There  are  now  four  Morton's  to 
choose  from  in  Chicago.  But  beyond 
steak,  there's  bold  new  cuisine,  too. 
In  the   New  York  Times  Magazine 


early   this   vear,   food   writer   Molh  "''■ 
O'Neill   praised   Chicago-born  chei'  i™ 
Charlie  Trotter.  "The  complexity  o  slP 
his  recipes  pushes  the  outer  limits  o: 
culinary  sanity,"  she  wrote.  "His  'las  ™' 
sagna'  of  braised  turnips  and  rabbit  ii  ' ' 
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The  prized  table 
n  the  kitchen 
at  Charlie  Trotter's 
restaurant 
Trotter,  stand- 
ing, wows  critics  | 
by  "pushing 
the  outer  limits 
of  culinary 
sanity." 
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;  lilt  like  a  shingled  pago- 
,  floating  on  a  sauce  of 
,eet  peas." 

f 'Charlie  Trotter's  is  su- 
Jrb  vis  a  vis  San  Francisco, 
:w  York  or  Paris,"  raves 
yel-wise   Stephen  Wolf, 
■mer  chairman  of  United 
I  Lines.      A  University  of 
sconsin  political  science 
ijor  and  Ayn  Rand  devo- 
ou  ner  and  chef  Trot- 
now  only  35,  opened 
eponymous  restaurant 
i  town  house  in  the  gen- 
ied  Lincoln  Park  district 
1987,  and  it  has  been 
king  noise  even,'  since. 
Then  there's  Rich  Mel- 
n,  whose  Lettuce  Enter- 
You  Enterprises  owns 
restaurants  in  the  Chica- 
market,  from  the  top- 
d    French     restaurants 
ibria  and  Everest  to  the 
ried  Pump  Room  to  the 
sterous     Shaw's     Crab 
use. 

/lelman's  wood-paneled 

bria  in  Lincoln  Park  and 

Everest,  40  floors  above 

Chicago    Stock     Ex- 

nge   in   the   Loop,  are 

laranteed  safe,"  says  Pat 

no,  restaurant  critic  for 

Chicago     Sun-Times. 

o  places  for  super-im- 


M 

Vi- 


Shaw's  Crab  House 
Thank  you,  Rich  Melman. 


pression  time,  where  you  know  there 
will  be  no  screw-ups." 

When  Ariel  Mutual  Funds  Presi- 
dent John  Rogers  Jr.  dines  with  his 
family,  he  likes  Melman's  moderately 
priced  Tucci  Benucch  and  Mity  Nice 
Grill,  a  comfortable  place  with  an 
eclectic  menu  that  recently  opened  in 
the  Water  Tower  Place  vertical  mall. 
With  clients,  Rogers  goes  off  the  Mel- 
man menu,  preferring  Eli's,  a  venera- 
ble steak-and-cheesecake  house,  or 
Italian  showcase  Spiaggia  ("spectacu- 
lar view  of  Oak  Street  beach"). 

Another  spot  for  great  Italian  food 
in  the  Loop  is  Trattoria  No.  10,  a 
Tuscan  restaurant  in  a  converted 
basement  boiler  room.  "Best  ravioli 
in  town,"  says  the  Sun-Tunes'  Bruno. 


Bruno 
Town 


Zagat's  top  30  Chicago  restaurants 

Restaurant 

Telephone 

Zagat  comments 

1. 

Ambria* 

312-472-5959 

"Approaches  perfection" 

2. 

Charlie  Trotter's 

312-248-6228 

"What  a  way  to  die" 

3. 

Everest* 

312-663-8920 

Spectacular  views,  peak  dining 

4. 

Le  Francais 

708-541-7470 

"Even  better"  under  new  owners 

5. 

Carlos' 

708-432-0770 

Classic  French  in  the  suburbs 

6. 

Scoozi!* 

312-943-5900 

Noise  and  "unbelievable  waits" 

7. 

Frontera  Grill 

312-661-1434 

"Lively,  fresh,  original  hot  spot" 

8. 

Gordon 

312-467-9780 

"Chef-of-the-week  club" 

9. 

Un  Grand  Cafe* 

312-348-8886 

"Pans  meets  Chicago" 

10. 
11. 

Jimmy's  Place 

312-539-2999 

Opera  and  "Asian  influence" 

Avanzare* 

312-337-8056 

"Milan  with  elan,  in  place  for  ad  folk" 

12. 

CafeBa-Ba-Reeba!* 

312-935-5000 

"Gorge  yourself"  on  tapas 

13. 

Berghoff 

312-427-3170 

Since  1898;  beware  tourists 

14. 

BobChinn's 

708-520-3633 

Seafood  factory,  try  off  hours 

15. 

Yoshi's  Cafe 

312-248-6160 

"Lovely,  intimate"  Asian-French 

16. 

Jackie's 

312-880-0003 

Food  "almost  too  pretty  to  eat" 

17. 

Carlucci 

312-281-1220 

"Trendy,  festive"  Northern  Italian 

18. 

Bistro  110 

312-266-3110 

"Trendy,  if  noisy,  yuppy  crowd" 

19. 

Emilio's  Tapas  Bar 

708-547-7177 

"Mediterranean  Melman  of  suburbs" 

20. 

Trattoria  No.  10 

312-984-1718 

Popular  Loop  Italian,  ex-boiler  room 

21. 

Topolobampo 

312-661-1434 

"Elegant"  Mex;  "unique  flavors" 

22. 

Lawry's  Prime  Rib 

312-787-5000 

"Does  one  thing  and  well" 

23. 

Shaw's  Crab  House* 

312-527-2722 

"Comes  close"  to  NYC  Oyster  Bar 

24. 

The  Rosebud 

312-942-1117 

"Don't  expect  a  conversation" 

25. 

Morton's  of  Chicago 

312-266-4820 

"Chicago's  best  steakhouse" 

26. 

Printer's  Row 

312-461-0780 

"American. ..innovative.. romantic" 

27. 

Como  Inn 

312-421-5222 

"McComo — over  one  billion  served" 

28. 

Prairie 

312-663-1143 

Buffalo,  rabbit,  Sheboygan  sausages 

29. 

Cape  Cod  Room 

312-787-2200 

For  the  "blue-hair  brigade" 

30. 

•Let 

The  Pump  Room* 

312-266-0360 

"Not  as  good  as  you  remember" 

tuce  Entertain  You-owned  restaurants. 

Source:  Zagat  Chicago  Restaurant  Survey,  1994  update. 

If  you  like  your  Italian  home-style 
and  served  up  by  no-nonsense  wait- 
ers, try  Rosebud  on  Taylor  Street, 
Chicago's  Little  Italy,  or  its  North 
Side  sister,  on  Rush  Street.  At  the 
nearby  Vernon  Park  Tap,  another 
Italian  classic,  sendee  is  "by  design  a 
little  not  so  friendlv,"  says  Pat  Arbor, 
chairman  of  the  Chicago  Board  of 
Trade.  Still,  it  attracts  the  likes  of  pro 
sports  stars  and  Mayor  Richard  Daley. 
For  Mexican,  the  elegant  but  tight- 
ly packed  Topolobampo  and  its  no- 
reservations  sister  Frontera  Grill  may 
well  be  among  the  best  around. 

It  seems  there's  a  Thai  restaurant 
on  even'  block,  but  Arun's  on  the 
northwest  side  wins  Charlie  Trotter's 
nod  as  best  in  the  country. 

Chicago  also  has  some  of  the  best 
Greek    restaurants    outside    Greece, 
suggests  Santorini  in  Greek 
for     grilled     octopus;     Jack 
Sandner,  chairman  of  the 
Chicago     Mercantile     Ex- 
change,    likes     Melman's 
Papagus. 

Out  in  the  neighbor- 
hoods, the  newest  restau- 
rant frontier  is  the  old  pro- 
duce market,  five  minutes 
by  cab  west  of  the  Loop. 
There,  along  West  Ran- 
dolph Street,  are  Marche,  a 
noisy  new  French  see-and- 
be-seen  bistro;  and  two 
more  subdued  Italian 
spots,  Paladino's  and  Vivo. 
If  you're  doing  business 
in  the  suburbs,  Trio  is  a  hot 
new  Italian  restaurant  in 
Evanston,  and  the  once  na- 
tionally renowned  Le  Fran- 
cais in  Wheeling  reportedly 
is  excellent  again  under 
new  management. 

Outsiders  have  discov- 
ered Chicago  and  are  stak- 
ing their  claims.  Wolfgang 
Puck  is  rumored  to  be  com- 
ing to  town  with  a  Spago. 
Alan  Stillman  of  New 
York's  Smith  &  Wollensky 
recently  opened  Mrs. 
Park's  Tavern  and  Park  Av- 
enue Cafe. 

"Chicago's  a  small  New 
York,"  says  Rich  Melman. 
"Not  as  vital,  not  as  hectic, 
not  as  dirty,  but  solid.  It's  a 
very  solid  town."  H 
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A  T-bone  steak  i 


We  know.  Driving  a  4-door  sedan  is  good  for  you.  It's  the  right  thing  to  do.  But  somehow\ 
seems  a  little,  well,  bland.  May  we  recommend  you  try  the  Chevy  Impala  SS?  It  has  all  the  inj 
dients  you've  been  missing  in  the  standard  4-door  fare:  260-horsepower  V8,  rear-wheel  drive, 
de  Carbon  gas  shocks,  even  meaty  17-inch  tires  mounted  on  custom  5-spoke  aluminum  whee 


For  a  brochure  call  1-800-950-2438.  Chevrolet,  the  Chevrolet  Emblem  and  Impala  are  regi 
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?risingly  for  a  car  this  satisfying,  Impala  SS  has  absolutely  zero  cholesterol.  And  seeing  as  how 
ring  one  is  guaranteed  to  raise  your  heart  rate  on  a  regular  basis,  Impala  SS  may  actually  be  good 
you.  So  dig  in.  Indulge  your  appetite.  Your  Chevrolet  dealer  will  be  happy  to  take  your  order. 

IMPALA     SS   cf~^D  Genuine   Chevrolet™ 


Chevy  is  a  trademark  of  the  CM. Corp.  ©1994  CM  Corp.  All  Rights  Reserved.  Buckle  up,  America!  ■' 


COLLECTORS 


PERSONAL  AFFAIRS 


Once  the  rage  among  the  American  new-rich,  portraits 
of  defunct  British  aristocrats  have  fallen  into  disfavor. 
If  you  enjoy  them,  now  may  be  the  time  to  buy. 

Buying  into 
the  aristocracy 


By  Doris  Athineos 

In  the  early  part  of  this  century, 
Henry  Clay  Frick,  Andrew  Mellon, 
Henry  Huntington  and  other  newly 
minted  American  millionaires  paid 
handsomely  for  portraits  of  stuffy 
British  squires. 

"Americans  were  after  instant  title 
and  status,'"  says  Susan  Casteras,  cura- 
tor of  paintings  at  the  Yale  Center  for 
British  Art.  Two  favorite  ways,  says 
Casteras,  were:  "By  having  their 
daughters  marry  into  aristocracy  or 
acquiring  British  portraits." 

With  the  U.S.  churning  out  mil- 
lionaires by  the  hundreds,  the  prices 


for  the  coveted  British  portraits 
jumped.  In  1901  John  Hoppner's 
"Lady  Louisa  Manners'''  fetched 
£14,732.  To  put  this  sum  in  perspec- 
tive, it  was  enough  to  employ  200 
workers  for  a  year,  maybe  $2  million 
in  today's  money.  That  record  soon 
fell.  A  dozen  years  later,  Philadelphia 
banker  Edward  T.  Stotesburv  paid 
£72,300  ($352,245)  for  Hoppner's 
"Tambourine  Girl,"  now  known  as 
"Emily  St.  Clare  as  a  Bacchante."  In 
1921  Henry  Huntington  paid 
£148,000  ($721,000)  to  buy  Gains- 
borough's "Blue  Boy." 


The  buyer  of  the  Hoppner  "Lad\ 
Louisa"  and  many  other  British  por 
traits  was  the  cunning  British  art  deal 
er  Joseph  Duveen.  Working  with  hi: 
silent  partner,  art  critic  Bernard  Ber 
enson,  Duveen  fleeced  many  a  new 
rich  Yankee.  His  clients  includec 
Pricks,  Huntingtons  and  Mellons 
(Por  an  account  of  their  machina 
tions,  see  Colin  Simpson's  masted 
Artful  Partners  (Macmillan  Publish 
ingCo.,  1986;  $22.50). 

To  Americans,  John  Hoppner  wa 
as  fascinating  for  his  reputation  as  fo 
his  talent.  He  was  rumored  to  be  th 
illegitimate  son  of  George  III,  th 
mad  king,  who  ruled  during  th 
American  Revolution. 

Another  sought-after  portrait^ 
was  Scottish  Sir  Henry  Raebur: 
(1756-1823).  Like  owning  a  Renoi 
or  Picasso  today,  a  Raeburn  c 
Hoppner  on  the  living  room  wall  too 
the  shine  off  new  money  at  the  turn  c  | 
the  century. 

Duveen  also  did  a  brisk  trade  i 
portraits  by  Sir  Thomas  Lawreno 
(1769-1830),  George  Romne 
(1734-1802),  Sir  Joshua  Reynold 
(1723-92)  and  Thomas  Gainsbo: 
ough  (1727-88). 

Like  most  things  in  life,  the  a 
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Portrait  of  Emma,  Lady  Hamilton  (left)  by  George  Romney 

fetched  $107,900  at  auction  in  1988 

Young  collector  Peter  Schweller  (above)  finds 

Romney  drawings  and  sketches  for  as  little  as  $1,000  each. 
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VV hat  should  you  do  with  your  money?  Buy?  Sell?  Hold?  Diversify? 

At  U.S.  Trust,  we  believe  the  biggest  risk  you  can  take  is  to  be  paralyzed  by  indecision. 
Because  no  matter  which  way  the  financial  markets  may  be  moving,  there  are  always  attractive 
opportunities.  But  to  profit,  you  must  participate. 

We've  been  identifying  profitable  investments  for  clients  and  their  families  for  over  140  years. 
During  that  time,  we  have  developed  an  investment  philosophy  that  has  enabled  us  to  become 
one  of  America's  premier  asset  management  institutions. 

It's  a  philosophy  that  stresses  investing,  not  trading,  and  follows  a  disciplined,  proven 
approach  to  identifying  sound  opportunities. 

This  investment  approach  has  succeeded  for  generations  of  investors  prepared  to  act. 
If  you'd  like  to  join  them,  or  if  you'd  simply  like  more  information,  call  Richard  E.  Foley, 
Senior  Vice  President,  at  1-800-U.S.  TRUST. 


U.S 


A  TRADITION  OF  GROWING  ASSETS 


NEWTORK  STAMFORD  PRIV.I  ION  PALMBEACH  BOCARATON  NAPLES  DALLAS  COSTA  MESA  LOSANGELES  PORTLAND  GRAND  CAYMAN 


PERSONAL  AFFAIRS 


Sir  Joshua  Reynolds'  Portrait  of  a  Lady  (above),  whose  identity 
is  lost  to  history,  sold  at  auction  for  only  $13,000  last  year 
Reynolds'  Portrait  of  George  Townshend,  Lord  de  Ferrars,  in 
splendid  Light  Dragoons  uniform  (right),  recently  fetched 
$772,500,  as  part  of  Rudolf  Nureyev's  estate.  Nureyev  bought 
it  for  $850,000  in  1988  from  New  York  dealer  Richard  Feigen. 


market  is  cyclical.  The  Depression  and 
World  War  II  destroyed  the  market 
for  paintings  of  Georgian  artistocrats. 
The  big  money  never  did  flow  back 
into  18th-  and  19th-century  English 
portraits,  which  is  why  many  art  ex- 
perts say  they  represent  some  of  the 
best  values  in  paintings  today. 

Not  all  the  old  English  portraiture 
is  bargain-priced:  When  the  subject  is 
famous,  the  bidders  respond.  In 
Christie's  November  1994  sale, 
Reynolds'  portrait  of  chinless  writer 
Oliver  Goldsmith  fetched  $143,200. 
And  a  Gainsborough  self-portrait  (in 
which  he  wears  a  green  coat)  fetched 
$397,000. 

But  more  routine  paintings,  of  ex- 
cellent quality  but  of  less  famous  sub- 
jects, can  be  had  relatively  cheap.  An 
attractive  "Countess  of  Hyndford" 
by  Reynolds,  which  had  sold  at  But- 
terfield's  in  San  Francisco  for 
$40,000  in  June  1990,  brought  only 
$10,800  four  years  later  in  London. 
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"English  portraiture  has  underly- 
ing cultural  value,"  counsels  London 
art  dealer  Rupert  Burgess,  former 
head  of  British  pictures  at  Christie's  in 
London.  "It's  about  the  quality  of  the 
painting  and  character  of  the  sitter. 
When  you  buy  a  portrait,  you  live  with 
the  story  of  the  subject's  life." 

Some  American  collectors  have 
quietly  socked  away  impressive  collec- 
tions of  English  portraiture.  Fred 
Hughes,  friend  and  business  partner 
of  the  late  celebrity  portraitist  Andy 
Warhol,  has  collected  more  than  two 
dozen  16th-century  portraits  over  the 
past  20  years. 

If  you're  after  a  name  portraitist  but 
have  less  than  $5,000  to  spend,  col- 
lector Peter  Schweller  of  Dayton, 
Ohio  recommends  that  you  consider 
drawings  and  pen  gouaches.  The  28- 
year-old  student  just  returned  from  a 
yearlong  London  sojourn,  where  he 
studied  the  British  masters  hanging  in 
the  National  Portrait  Gallery.  Recent- 


ly Schweller  bought  a  Romney 
sketch  of  a  young  woman  and  a  Ron 
ney  drawing  of  an  elderly  worn! 
reading  the  palm   of  Emma,  Lai 
Hamilton.  Cost:  about  $1,000  eac| 

Interested?    Ellis  Waterhouse, 
expert  on  English  portraiture,  pij 
vides  short  biographies  of  even  t 
most  obscure  painters  in  Dictionary 
British  Art,  Vol.  II:  British  18th  G 
tury   Painters   (Antique    Collectcl 
Club,  $89.50).  For  a  historical  ovj 
view  read  Painting  in  Britain  i5.i 
1790  (Yale  University  Press). 

To  see  the   Huntington,  MellJ 
and  Frick  collections,  visit  the  Hi' 
tington  Libraiy  (San  Marino,  Cali 
Yale  Center  for  British  Art  (New  I 
ven,  Conn.)  and  the  Frick  Collectil 
in    New   York    City.    The    Lone  j 
branch  of  Sotheby's  offers  up  heap: 
portraits  three  times  a  year,  in  Ap  j 
July  and  November;  Christie's  i  j 
have  sales  in  June  and  November  I 
year. 
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leoconferencing  ]  The  AT&T  Software  Defined  Data  Network  now  available  in  our  video- 
ncing  rooms  allows  you  to  meet  face-to-face  with  virtually  anyone,  anywhere  in  the  world.  (And  you 
t  watching  television  made  you  Lv  productive.)  For raervatwnd  call  your travel consultant or  (HOO)JOI-TIMR 
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Robert  Annunziata  is  a  reminder  that  there's  still 
enormous  opportunity  for  people  willing  to  work  grueling 
hours  and  occasionally  tell  their  bosses  where  to  get  off. 

Whatever  it  takes 


By  Brigid  McMenamin 

Two  years  ago  when  a  terrorist 
bomb  rocked  New  York's  World 
Trade  Center,  icy  water  began  spilling 
into  the  basement  where  Teleport 
Communications  Group's  most  deli- 
cate electronic  gear  was  housed.  The 
$125  million  (1994  revenues)  private 
phone  company's  service  for  big  cli- 
ents like  Merrill  Lynch,  Dow  Jones 
and  the  New  York  Stock  Ex- 
change was  imperiled. 

Teleport's  Chief  Executive 
Robert  Annunziata,  46,  rushed 
from  his  Staten  Island  head- 
quarters to  the  disaster  scene, 
where  he  donned  jeans  and  rub- 
ber boots.  For  the  next  nine 
hours  Annunziata  toiled  in  the 
complex's  wet,  smoky  bowels  to 
help  save  his  equipment — at 
one  point  convincing  engineers 
to  let  him  punch  a  hole  in  a  wall 
to  pump  the  water  into  a  train 
tunnel. 

Like  roughly  20%  of  the  chief 
executives  who  run  Forbes' 
200  Best  Small  Companies 
(Nov.  7,  1994),  Annunziata's 
formal  education  stopped  with 
high  school.  But  that  hasn't 
held  him  back  from  climbing  to  m 
the  top  of  a  fast-growing  tele- 
communications company.  More  im- 
portant than  a  sheepskin  are  his  ener- 
gy, ambition  and  a  willingness  to  tell 
his  superiors  when  they're  thinking 
too  small.  "He'll  do  whatever  it  takes 
[to  get  the  job  done],"  says  Teleport 
Vice  President  Rod  Resky. 

Growing  up  in  a  working-class 
Long  Island  neighborhood,  Annun- 
ziata planned  to  become  an  electri- 
cian. But  when  he  graduated  from 
high  school  in  1966,  he  had  a  wife 
with  a  baby  on  the  way.  "I  was  in  dire 
need  of  a  job,"  says  Annunziata.  So  he 
took  one  as  a  technician  in  an  AT&T 
equipment  room  in  New  York  City. 


Finding  that  he  could  easily  master 
the  technical  work,  Annunziata  also 
showed  a  knack  for  managing  people 
and  kept  asking  for  responsibilities.  "I 
had  this  thing  of  needing  to  be  in 
charge,"  Annunziata  says.  By  the  time 
he  was  25,  he  had  more  than  100 
AT&T  technicians  reporting  to  him. 

Impressed,  his  bosses  moved  him 


Teleport  Chief  Executive  Robert  Annunziata 
"I  believe  in  myself." 


into  sales,  where  one  of  his  customers 
was  Merrill  Lynch.  By  the  early  1980s 
the  Wall  Street  firm  needed  high- 
speed, high-capacity  fiber-optic  lines 
to  move  mountains  of  data,  but  the 
local  phone  company  (now  part  of 
Nynex)  was  slow  to  offer  the  equip- 
ment and  services. 

In  1983,  Merrill  decided  to  install 
its  own  fiber-optics  link  from  its  New 
York  headquarters  to  a  satellite  dish 
that  would  give  the  firm  access  to  its 
offices  and  customers  worldwide. 
Merrill  asked  Annunziata  to  run  the 
new  operation  for  them.  Knowing 
he'd  go  no  further  at  AT&T  without  a 


college  degree,  Annunziata  said  yes. 
Within  three  weeks  he  made  a  bras 
suggestion:  Merrill  should  bypa: 
New  York  Telephone  and  offer  i 
private  line  services  to  other  big  Ne- 
York- based  companies,  too — an 
build  a  whole  new  business.  Fane 
degrees  don't  count  for  much  in  Wa 
Street  trading  rooms.  So  Merr: 
didn't  hesitate  to  back  Annunzia 
with  $17  million.  Teleport  soc 
signed  up  Bankers  Trust  and  Cit 
bank.  CNN  and  the  United  Natioii 
followed. 

Teleport  upset  Nynex  and  othi 
local  phone  companies,  threatenir 
Merrill  Lynch's  investment  bankir. 
business.  That  and  the  high  costs  t' 
expansion  led  Merrill  in  1989  to  she* 
it  to  cable  TV  firms  interested  in  som; 
day  providing  phone  service. 

The  cable  boys  liked  the  energet 
young  Annunziata.  By  la 
1992,  Merrill  had  split  Telepo 
up  among  four  of  the  U.J 
biggest  cable  companies:  C( 
Enterprises  (with  a  30%  inte 
est),  Tele-Communicatior| 
Inc.  (30%),  Comcast  (20% 
Continental  Cablevision  (20% 
Today,  Teleport  has  the  bi 
gest  competitive  local  phoi 
network  in  the  U.S.,  with  4,0( 
route  miles  of  fiber-optic  cab 
and  1 ,200  employees  serving  \ 
cities  and  more  than  200  oth 
communities.  And  it  will  grc 
much  larger. 

Last  fall  three  of  Annunzi. 

ta's  cable  owners  (all  but  Com 

nental)  announced  a  joint  ve 

ture  with  Sprint.  Called  Nc< 

Telco,   the   venture  will  ofi 

cable    and   telephone   servio 

both  local  and  long  distance 

wireless  as  well  as  wired — under  t 

Sprint  name.  With  Teleport  expect 

to  handle  the  wired  side  of  the  n< 

venturej  Merrill  Lynch  analysts  pr 

ject  the  company's  revenues  to  I 

$872  million  by  the  year  2000,  a 

$1.5  billion  by  2004— by  which  tii 

Annunziata  will  be  only  55. 

Would  the  young  AT&T  technici 
with  no  higher  education  have  be 
surprised  to  learn  that  he'd  somec 
run  one  of  the  country's  fastest-gro 
ing  telephone  companies?  Not  at : 
Says  Annunziata:  "I  just  had  the  sei 
that  I'd  be  giving  out  ideas  and  co 
ing  up  with  something  big." 
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Lorn  PiAna!s  Tasmania^  Fabric 


At  Finer  Stores  Everywhere, 


SOME    SHOPPERS    WILL 


SCAN,    SCRUTINIZE   AND   LABEL 


HUNT  UNTIL  THEY  FIND  IT  ITS  LORO 


TASMAHlAH't- 
Super 1ZO' s 


OF  YARN  TO  CREATE  A 


SINGLE  SUIT.  THAT'S  THE  SECRET  TO 


OUR  FABRICS  LIGHT  WEIGHT  YET  VER- 


PIANA'S  TASMANIAN®  AND  LESS  THAN  1%  OF  THE  WORLD'S  SATILE  PERFORMANCE.  ^|  IT  EXPLAINS  WHY  SO  MANY  TOP 

WOOL  IS  GOOD  ENOUGH  TO  BE  USED  IN  ITS  CREATION.  DESIGNERS,  TAILORS,  AND  MANUFACTURERS  CHOOSE  FROM 

THE  SAXONY  MERINO  WOOL  THAT  IS  SELECTED  IS  THEN  OUR  MANY  PATTERNS-AND  REFUSE  TO  USE  ANY  OTHER 

WOVEN  ACCORDING  TO  OUR  CAREFULLY  GUARDED  MANU-  FABRIC.  IT  ALSO  EXPLAINS  WHY  SALESPEOPLE  WHO  CLAIM 

FACTURING  TECHNIQUES.  ^|  THE  RESULT?  SUITS  THAT  TO  HAVE  "...JUST  AS  GOOD  AS  LORO  PIANA,  LOOK!",  MAY 

UTILIZE  A  MERE  26.3  OZ.  OF  FABRIC.  FABRIC  THAT'S  WOVEN  BE  MET  WITH  A  RAISED  EYEBROW,  A  SKEPTICAL  LOOK 


SO  TIGHTLY  IT  TAKES  31.4  MILES 


AND  A  MAGNIFYING  GLASS. 


ITALIAN        FABRIC 


THE    SECRET    TO 


GREAT   SUIT 


Get  in  os  the  Secret  at:  Neiman  Marcus,  Eergdore  Goodman  and 
The  Loro  Pi  ana  Shop  46  East  61  Street  New  York,  NY  10021  212  980  7961 


The  Reverend  Charles  Barnes  indirectly  created  two 
fortunes  based  on  books— the  famous  Barnes  &  Noble 
chain  and  the  almost  unknown  Follett  Corp. 

A  family  affair 


By  Marcia  Berss 

Back  in  1873  Reverend  Charles 
Barnes  opened  a  bookshop  in  his 
Wheaton,  III.  home.  From  that  deci- 
sion grew  two  bookselling  fortunes. 
One  is  Barnes  &  Noble,  started  by  the 
minister's  son,  William,  who  moved 
to  New  York  in  1917  and  bought  a 
stake  in  Noble  &  Noble,  an  educa- 
tional bookstore.  Today  the  $1.5  bil- 
lion (1994  sales)  retail  chain  is  con- 
trolled by  Forbes  Four  Hundred 
member  Leonard  Riggio. 

The  other  is  Follett  Corp.  It  was 
started  by  Charles  Follett,  a  clerk  in 
Reverend  Barnes1  store  who  bought 
out  William  Barnes'  stake  when  the 
younger  Barnes  moved  to  New  York. 

Now  a  big  textbook  distributor  and 
the  leading  operator  of  college  book- 
stores, Follett  Corp.  is  still  privately 
owned  and  run  by  fourth- generation 
descendants  of  Charles  Fol- 
lett. Last  year  Follett  grossed 
$646  million  and  netted 
$10.3  million,  a  20%  return  on 
equity.  The  Follett  clan  is 
probably  worth  some  $300 
million,  and  the  firm  ranks 
265th  on  the  Forbes  survey  of 
largest  U.S.  private  companies. 

Eleven  Follett  heirs  work  in 
the  7,000-employee  firm,  and 
they  bask  in  the  generous  div- 
idends (currently  about  40% 
of  earnings)  received  by  all 
112  family  shareholders.  But 
there  are  no  special  perks  for 
family  members — no  compa- 
nv  cars  paid  for  from  Follett 
Corp.  funds. 

The  company  made  an  ill- 
fated  diversification  into  run- 
ning tennis  clubs  and  camp- 
grounds in  the  1970s.  In  the 
1970s  and  1980s,  five  family 
members  were  dismissed  for 
poor  performance.  "It  does 
wonders   for   the   other  em- 
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ployees,"  says  Follett  President  Rich- 
ard Litzsinger  (who  married  a  Fol- 
lett). "They  say,  'Hey,  this  company 
treats  everyone  the  same.'  " 

Family  unity  got  its  biggest  test  in 
the  late  1970s,  when  Follett's  text- 
book publishing  unit  was  in  trouble. 
School  districts  cut  back  purchasing. 
Follett's  bigger  competitors  like  Pren- 
tice Hall  had  enough  capital  and  were 
able  to  wait  out  the  cycle.  It  was  time  to 
get  bigger  in  textbooks,  or  get  out. 

Follett  had  been  a  publisher  since 
the  1920s;  it  entered  children's  pub- 
lishing during  World  War  II,  and 
developed  the  first  beginning-to-read 
books.  Later  it  purchased  the  text- 
book division  of  Charles  Scribner's 
Sons.  But  it  was  time  to  exit.  "It 
wasn't  an  easy  decision,"  recalls 
Chairman  Richard  Traut  (he  married 


Richard  Litzsinger  of  Follett  Corp., 

the  leading  operator  of  college  bookstores 

All  in  the  famly  for  four  generations. 


a  Follett,  too).  "But  you've  got  I 
recognize  that  without  a  profit,  yc 
don't  have  a  business."  Follett  le 
children's  publishing,  and  in  197 
Follett  sold  its  textbook  publishir 
unit  to  Prentice  Hall. 

Litzsinger  used  the  money  to  fur 
expansion  of  contract  management 
college  bookstores,  a  small  busine  ] 
Follett  had  begun  in  1925  and 
supplement  to  its  longtime  practice 
buying  used  textbooks  from  studer 
at  end  of  semester.  For  a  flat  fe 
typically  10%  of  gross  revenues,  Fc 
lett  takes  over  running  a  camp 
store — from  staffing  to  purchasing. 

This  business  is  growing  fast. 
1982  only  7%  of  the  3,500  colic, 
stores  brought  in  outside  operato 
Last  year  some  30%  did.  In  about  t 
same  period,  Follett's  sales  grew  at 
annual  compound  rate  of  18%. 

Follett  now  runs  414  bookston 
Litzsinger  thinks  he  can  double  tl 
number  over  the  next  decade.  M( 
stores  are  small,  but  not  all.  The  Ui 
versity  of  Kentucky  and  Michig 
State  University  bookstores  are  F< 
lett-run.  Ironically,  Follett's  biggt 
competitor  in  this  business  is  Barr 
&  Noble  owner  Leonard  Riggio,  w\ 
runs  286  college  stores  via  a  separa, 
privately  held  firm. 

Follett's  latest  venture  is  custc 
academic  publishing,  where 
works  with  professors  to  co: 
pile  collections  of  articles  oi 
subject,  obtains  copyright  pi 
missions,  then  sells  the  pai 
age  to  the  professors'  s 
dents.  (Forbes,  too,  has  < 
tered  this  business.)  1 
custom  publishing  unit  gem 
ates  tiny  revenues  and  1 
money  last  year,  but  Litzsin; 
thinks  he'll  have  solid  pro 
in  three  years. 

He  also  eyes  privatiz: 
some  of  the  nation's  119,C 
libraries.  Follett  is  a  big  bo< 
seller  to  libraries,  and  co 
provide  staffing,  catalogi 
checkout  software  and, 
course,  books. 

Even'  so  often  a  banker  c 
Litzsinger  and  pitches  the 
tues  of  taking  Follett  Corp.  p 
lie.  Litzsinger  listens  polit 
then  shows  the  banker  the  dc 
"If  we  sold,"  he  says,  "the  r 
generation  would  be  sick." 
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YEARS  AGO,  YOU  EXPERIENCED  PASSION  IN  THE  BACKSEAT  OF  A  CAR. 
ISN'T  IT  TIME  YOU  EXPERIENCED  IT  IN  THE  FRONT  SEAT? 


EAGLE  VISION  TSi  is  engineered  to  stir  up 
emotions  you  haven't  felt  inside  a  car  in  years. 
To  see  what  we  mean,  take  The  Eagle  Test  Drive 
and  experience  its  style,  technology,  performance, 
and  mood-altering  capabilities  firsthand. 

Feel  the  excitement  of  its  214  horsepower 
24-valve  high-output  V6.  And  the  control  of  its 
speed-sensitive  steering,  four-wheel  anti-lock 
disc  brakes,  and  available  performance-tuned 
suspension.  Even  Vision's  roomy  cab-forward 
design  is  engineered  to  improve  performance 
by  providing  increased  vehicle  stability. 

For  a  thorough  demonstration,  schedule  an 
appointment  to  take  The  Eagle  Test  Drive.  And, 
for  the  first  time,  experience  true  passion  while 
you  have  both  hands  on  the  steering  wheel. 


THE  EAGLE  TEST  DRIVE 


1-800-2-TEST-EAGLE 


1-800-2-TEST-EAGLE  (1-800-283-7832)  to  get  product  information,  literature,  retailer  location,  current  MSRP,  even  a  video  on  how  to  take  a  test  drive.  Always  wear  your  seat  belt. 
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M-m!  M-m!  Better! 

Campbeli  Soup  Co.  was 
fretting  that  its  premier 
brands  were  losing  mar- 
ket share  to  rival  Progresso. 
But  the  soup  giant  was  re- 
luctant to  tinker  with  a 
product  the  food  indus- 
try considered  a  sacred  cow. 

Then  Martin  Thrasher, 
43,  became  president  of  the 
company's  U.S.  soup 
unit  a  year  and  a  half  ago.  A 
veteran  of  General  Foods 
and  McCormick,  Thrasher 
joined  Campbell's  in 
1988  and  spent  four  years 

Martin  Thrasher 
Souping  up  soup. 


in  Canada  and  Australia 
before  coming  to  the 
world  headquarters 
in  Camden,  N.J. 

Going  right  to  work, 
Thrasher  added  color  pho- 
tos of  soup  to  the  can  la- 
bels and  boldly  changed  the 
trademark  "M-m!  Mm! 
Good!"  slogan  to  "Never 
underestimate  the  power 
of  Campbell's."  Thrasher 
also  introduced  four  new 
ready-to-serve  soups. 
Result:  Campbell's  has 
regained  over  two  points 
of  share  it  had  lost. 
"None  of  this  is  without 
risk,"  says  Thrasher. 
"That's  the  rush  for  me." 


Matchmaker 

Hughes  Aircraft  did  it 
with  Computer  Sciences 
for  $1.5  billion.  Xerox 
did  it  with  EDS  for  $3.2  bil- 
lion. As  lame  corpora- 
tions cut  costs  and  focus  on 
core  businesses,  they  in- 
creasingly farm  out  data 
processing,  software  de- 
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velopment  and  telecom- 
munications work. 

One  major  marriage 
broker:  John  Halvey,  34, 
the  youngest  partner  at 
white-shoe  New  York  law 
firm  Milbank,  Tweed, 
Hadley  &  McCloy.  He's 
done  60  "outsourcing 
deals"  since  1986,  when  he 
started  at  Milbank  out  of 


On  the  spot 


Angela  Dunlap 
On  the  front  line. 


Talk  about  pressure. 
Named  president  of  MCl's 
consumer  markets  divi- 
sion in  late  1993,  Angela 
Dunlap  spent  her  first 
year  watching  MCI  lose 
about  750,000  custom- 
ers— roughly  1%  of  the 
market — to  rival  AT&T. 

Dunlap,  38,  a  former 
product  manager  at  Hall- 
mark, started  at  mci  in 
1982  in  corporate  develop- 
ment, moving  up  to  mar- 
keting vice  president  for  the 
business  division  and 
then  consumer  markets. 

Now  under  the  gun  to 


Emory  University's 
J.D./M.BA.  program. 
Last  year  he  represented 
Hughes  and  Xerox,  two 
of  the  largest  deals  ever. 
Halvey  counsels  on  issues 
like  severance  and  compli- 
ance  with  foreign  laws. 

Last  year  Halvey's  out- 
sourcing work  brought 
$3  million  in  fees  to 
Milbank,  up  from  $2  mil- 
lion in  1992.  A  dozen  more 
deals  are  in  the  works. 
"We're  seeing  the  begin- 
ning of  the  virtual  corpo- 
ration," says  Halvey. 
"What  I  do  is  a  logical 
extension  of  that."  M 


win  back  those  custom- 
ers— individuals  provide 
half  of  the  Arlington,  Va 
firm's  $13  billion  in  reve. 
nue — Dunlap  added  fou 
calling  plans  claiming  59 
to  50%  savings  against 
AT&T.  Gone  are  the  stri- 
dent TV  spots  with  cheer 
salespeople  flogging  MC! 
Two  months  ago  she 
launched  a  new  package 
long  distance,  E-mail, 
paging,  calling  cards  and 
personal  800  numbers. 
What's  next?  Says  Dunk 
"I  wouldn't  want  to  telll 
AT&T  what  we're  doing. 
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We've  discovered  the  largest  single  gold 
leserve  and  one  of  the  largest  copper 

srves  in  the  world  at  our  Grasberg  mine 
i  Indonesia. 

What's  more,  we  are  increasing  mill 
^roughput  from  72,500  to  1 15,000  metric 
|>ns  of  ore  per  day.  Yet  even  at  this 
peased  rate,  our  reserves  will  last  more 
ian  25  years. 


Changes  In  Reserve  Position  1986to1994 


Copper 
(B/lb) 

Gold 
(MM/oz) 


J  28.0 


& 


9 12/31/86    C1 12/31/94 


.39.6 


Our  enlarged  7.3-million-acre  contract 
of  work  area  sits  squarely  on  the  New 
Guinea  Mineral  Trend.  What's  more,  our 


exploration  efforts  have  already  identified 
more  than  60  new  prospects. 

Through  our  exploration  successes  and 
timely  increases  in  production  capacity,  we 
are  providing  substantial  rewards  for  our 
shareholders. 

We  invite  you  to  learn  more  about 

Freeport-McMoRan  Copper  &  Gold  and 

how  we  are  managing  our  success. 

Freeport  McMoRan 
Copper  &  Gold 

A  Natural  Leader" 


For  a  copy  of  our  Annual  Report,  call  1-800-850-0142  or  write  Freeport-McMoRan  Investor  Relations,  Dept.  C-l,  P.O.  Box  6l  1 19,  New  Orleans.  LA  70161. 


Relationships    . 

that 

ENDURE  -i 


You're  Interested  In 
Long-term  Partnership, 
Not  Short-term 


Salesmanship. 


When  You  Expand 
Around  The  World,  You 
Think  Your  Bank  Should 
Speak  The  Language. 
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BY  ERIC  S.  HARDY 


The  stock  market  got  oft"  to  a  great 
start  in  1995,  but  will  the  ralh  con- 
tinue?  Keep  in  mind  that  even  though 
last  year  was  a  disaster  for  bonds,  the 
stock  market  hasn't  suffered  a  serious 
decline  in  52  months.  That's  a  pretty 
old  bull  market  by  historical  stan- 
dards.  Some  would  even  argue  that 
the  bull  market  is  12  years  old, 
starting  back  in  August  1982. 

First  Albany's  Hugh  Johnson  is 
preparing  for  the  inevitable  bear 
market,  which  he  thinks  could  be  just 
l  few  months  away.  One  of  his  wor- 
ries is  that  the  Federal  Reserve — 
seeing  the  dollar  getting  clobbered  in 
vorld  currency  markets — will  have  to 
Hep  on  raising  interest  rates.  John- 
ion  likes  only  two  sectors — technolo- 
gy and  consumer  noncyclicals,  includ- 
ng  health  care.  One  favorite  is  North 
\merican  Biologicals,  which  supplies 
)lood  products  throughout  North 
Vmerica,  and  whose  profits  are  grow  - 
at  a  20%  annual  rate. 


Special  focus 


Casino  stocks  lost  half  their  value  in 
1994.  The  outlook?  Smith  Barney  analyst 
Jason  Ader  favors  established  Las  Vegas 
outfits  but  not  small  operators  of  casinos 
on  riverboats  or  Indian  reservations. 
Even  the  big  operators  sell  at  reduced 
prices — the  group  below  is  priced  at  15 
times  estimated  1995  profits. 

Tumbling  dice 


Company 

%  change 

from 
52-wk  high 

'95  est 
P/E 

Ameristar  Casinos 

-63% 

12.5 

Aztar 

-8 

12.3 

Circus  Circus  Enterp 

-34 

13.5 

MGM  Grand 

-21 

16.2 

Mirage  Resorts 

-10 

16.3 

Primadonna  Resorts 

-33 

15.5 

Prom  us 

-31 

20.3 

Showboat 

-38 

15.3 

Source:  IBES.  Inc 


The  overall  market 
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The  Barra  All-US  price  index  as  of  3/2/95 


Market  value:  $5,602.3  billion 

P/E:  18.4 

P/E  minus  negative  EPS:  15.0 

Price/book:  2.6 

Yield:  2.5% 


12-month  closeup 


Price       Total  return 

1.7%  1.9% 

3.9  4.3 


'85     '86      87     '88     89      '90     '91     '92     '93     '94     '95 


2800 


2700 


2600 


•Barra  inrJei 

■  200-day  moving  average 


J    A  S  0  N  D  J    FM 
'94  '95 


Closeup  on  the  market 


The  best  and  worst  performing  stocks 


The  best  and  worst  performing  industry  factors7 


'.-.  Data  for  period  ending  3/2/95.  The  Barra  All-US  price  index  consists  of  all  publicly  traded  common  U.S.  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  trading  on  U.S. 
kets.  ADRs.  REITsand  closed-end  funds  are  excluded.  Total  return  of  a  portfolio  of  more  than  1 50  large-capitalization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above-average  earnings 
tal  return  of  more  than  300  large-capita  -^racterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios. 3  A  dollar-denominated  capitalization-weighted  index  of  more 

1,100  stocks  from  Europe,  Australia?  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley  Capital  International  Perspective.  •  Index  of  2 1  commodity  futures. '  Source:  Knight-Ridder  Financial  Publishing. 
mate  Source:  IBES.  Inc.  'Shows  return  to  the  industry  factor  after  controlling  for  other  influences,  including  company  size,  value  and  growth  characteristics.  Multi-industry  firms  have  proportional 
ributions  in  two  or  more  groups.  NA:  Not  available.  Principal  source:  Barra.  Inc..  Berkeley,  Calif. 


Index  or  investment 

2-week  change 

%  change  from 
1  year  ago        5-year  high 

Barra  All-US  index 
S&P/Barra  Growth  index 

-0.1% 
0.5 

11 

■ 
1 

0.8  % 
10.9 

-3.3% 
-0.1 

S&P/Barra  Value  index2 

-0.2 

4.5 

-1.0 

Dow  Jones  industrials 

-0.2 

1 

4.1 
4.8 
2.6 

-0.8 
-0.6 
-1.6 

S&P  500 

0.0 

NYSE 

0.0 

Nasdaq 
Amex 

0.0 
1.2 

a. 

1.2 
-2.7 

-1.3 

-7.1 

EAFE 

0.2 

i 

-2.7 

-8.9 

CRB  futures  index 

-0.7 

■i 

2.9 

-6.5 
-11.4 

Gold   (Comex  spot) 

0.0 

-0.2 

Yen(per$US) 

-2.3     1 

-8.4 

24.4 

0.0 
-55.4 

Oil   (W  Texas  Intermediate) 

-1.3 

\m* 

Best 

Price 

2-week 
change 

1995 
EPS' 

Worst 

Price 

2-week 
change 

1995 
EPS' 

ValuJet  Airlines 

323/8 

36% 

$1.98 

American  Sensors 

8i/2 

ioy4 

-41% 

NA 

America  Online 

90  i/2 

33 

0.80 

0.75 

GTI 

-41 
-35 

$1.10 

Brothers  Gourmet  Coffees 

14 '/8 

29 

ICN  Pharmaceuticals 
Reddi  Brake  Supply 
Radius 

14% 

2.13 

Fritz  Cos 

64i/2 
381/8 

29 
28 

2.10 
2.01 

4'/8 

9 

-33 

0.17 

Multimedia 

-31 

0.98 

Best 

2-week 
change 

Since 
12/31/94 

Worst 

2-week 
change 

Since 
12/31/94 

Oilfield  services 

6.6% 

12.3% 

Aluminum 

-6.8% 

-3.4% 

Airtransport 

4.0 

12.0 

Forest  products 

-6.6 

0.2 
-13.9 

Water  transport 

3.5 

4.2 

Motor  vehicles 

-5.9 

Pharmaceuticals 
Thrifts 

2.8 
2.4 

10.3 
12.6 

Misc  mining  metals 
Tobacco 

-4.2 
-3.6 

-4.8 
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FIXED  INCOME  REVIEW 


BY  ERIC  S.  HARDY 


Treasury  yield  curve 


9% 


Recent 


3  months 


Maturity  (years) 


30-year  rate  minus  1-year  rate 


500 


400 


300 


"    '■     ■ 


Yield  versus  inflation 


12% 


Spread  over  Treasurys 

Total  returns 

Security                              Basis  points  ' ' 
AA  corporals                           43 

Security 

1  year 

3  years78 

AAA  corporates 

1.3% 

7.4% 

AAA  industr,                               34 

Ginnie  Maes 

3.2 

6.5 

Ginnie  Maes                              56 

Junk  corporates' 

0.6 

10.1 

Junk  corporates                      426 

Municipals 

1.9 

7.0 

Municipals'                           -116 

Treasury  bonds 

1.4 

6.5 

^«J«««afeK6«®B»K«H»             aasasassaswasesssiss^^                                                                                                                                     --; 

Unlike  a  year  ago,  fixed -incom 
investors  don't  have  to  go  too  far  on 
on  the  maturity  spectrum  to  get  infla 
tion-beating  returns.  The  after-infla 
tion  yield  on  a  two-year  Treasury,  fc 
instance,  is  4.1% — about  two  pei 
centage  points  above  the  yield  at  th 
time  last  year.  The  average  nionc 
market  fund,  whose  real  yield  w; 
close  to  negative  a  year  ago,  reeenti 
paid  2.8%  net  of  inflation. 

By  far,  the  best-performing  seen 
of  the  fixed-income  market  the  paa 
few  years  has  been  junk  bond 
defined  as  debt  rated  no  higher  tha 
Bal  by  Moody's.  Even  in  1994- 
which  was  a  disaster  for  mo 
bonds — the  total  return  for  jur 
bonds  was  about  even. 

Keep  in  mind  that  junk  bonds  a] 
as  susceptible  to  changes  in  cred. 
quality  as  they  are  to  interest  ra» 
swings,  cs  First  Boston's  Robec. 
Kircheff",  whose  specialty  is  high-yie<; 
bonds,  thinks  the  market  has  bee 
too  tough  on  some  issues.  One  exar 
pie  is  the  U.S.  Banknote  Cor 
10.375s  of  2002,  rated  Ba3  1 
Moody's.  In  the  U.K.,  Kircheff  lib1 
the  bonds  of  some  small  cable  firrH 
such  as  Marcus  Cable  Co.,  who 
bonds  are  dollar-denominated. 

On  the  tax-free  side,  a  sharp  redu. 
tion  in  new  issues  has  all  but  closi 
down  the  primary  market  for  munh 
ipal  bonds.  This  has  led  to  the  shi.i 
down  of  several  big  municipal  boi 
trading  operations,  including  tho 
run  by  Donaldson,  Lufkin  &  Jenrei 
and  cs  First  Boston.  While  dlj  st 
offers  municipals  to  its  retail  ci 
tomers,   the   firm    no   longer  w 
underwrite  new  issues  or  serve  ins. 
tutional  clients. 

The  municipal  bonds  that  are  afl 
able  have  historically  narrow  sprea 
under  Treasurys.  Nonetheless,  mu 
still  make  a  lot  of  sense,  even  I 
investors  not  residing  in  high-t 
states  like  California.  The  avera 
yield  for  the  highest-grade  30-yt 
tax-free  bond  is  5.9%,  which  eas 
beats  a  taxable  Treasury  yieldi 
about  160  basis  points  more.  I 
risk-tolerant  investors,  the  lowe 
grade  municipals  pay  a  full  percent; 
point  more  than  ones  rated  Aaa. 


Note:  Most  information  prov,     1  by  Barra,  Inc.,  Berkeley,  Calif.  'A  basis  point  is  equal  to  one-hundredth  of  a  percentage  point.  2Yield  on  10-year  Treasurys.  3The  trailing  12-moi 
increase  in  the  overall  Consul-'  Prce  Index.  "Source:  CS  First  Boston.  5Source:  Lehman  Brothers.  "Composite  maturities.  'Data  through  2/28/95.  "Annualized. 
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PRE-PUBLICATION  OFFER 

The  New  Forbes  Stock      \         ^§^ 
Market  Course 

Special  Discount  until  March  27, 1995 


f  you  have  any  interest  in  investing,  even  if  you  already  own  FORBES  Stock  Market 
[bourse,  you  will  still  want  to  own  this  new  thoroughly  updated  edition.  It  can  be  ordered 
:'  low  at  a  special  pre-publication  price. 

To  begin,  the  Course  deals  with  risk  as  a  prime  concern.  It  describes  the  level  of  risk  attached  to  various  investments  and  guides  you 
owards  your  own  "comfort  level"  of  risk  and  reward.  The  sample  portfolios  for  a  retirement  fund  or  to  fund  a  child's  education  show 
hese  risk/reward  factors  at  work. 


'.(' 


.'.'.i 


"hen  there  is  the  issue  of  how  much  time  you  want  to  spend  on  your  investments.  The  Course  offers  a  choice.  The  active  investor 
ttempts  to  beat  the  market  in  a  program  of  buying  low  and  selling  high.  Clearly,  this  requires  closer  attention  than  passive  investing 

here  stocks  are  bought  and  held  to  allow  dividends  and  appreciation  to  produce  a  return.  The  Course  will  give  you  an  understanding 
f  the  forces  that  drive  the  market  up  and  down,  the  signs  that  let  you  see  what's  coming  and  the  factors  affecting  the  prices  of 

dividual  stocks.  It's  not  complicated  and  it  certainly  puts  you  in  better  control  of  your  investment  decisions. 

ou  can  even  find  out  how  to  make  money  in  a  down  market.  The  Course  devotes  an  entire  section  to  bear  market  investing. 

ou  can  enjoy  the  Course  as  a  straight  "read  through"  or  refer  to  individual  sections  as  you  need  them.  It  comes  in  a  handsome  maroon 
inder  with  tabbed  pages  marking  each  of  its  16  sections.  The  text  is  generously  spaced  with  a  blank  page  facing  each  page  of  text  for 
--  iaking  notes. 

PARTIAL  LIST  OF  CONTENTS 

,:cji  tow  to  choose  a  broker  •  Brokei  commissions  •  How  to  place  an  order  •  Sources  of  information  •  Market  patterns  (how  to  chart  stock 
i  arket  movements)  •  Dollar-cost  averaging  •  Buying  on  margin  •  How  to  read  the  tape  •  The  Dow  theory  •  Indexes:  the  Dow,  the 
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a  limited  time,  Forbes  is  offering  the  new  edition  of  the  Stock  Market  Course  at  a  pre-publication  price  of  $72.  The  price  for  the 
edition  when  the  Course  goes  on  sale  in  April  will  be  $89.50.  No  orders  at  the  discount  price  will  be  accepted  postmarked  after 
arch  27, 1995.  Copies  will  be  shipped  as  soon  as  they  are  available.  Please  fill  out  and  return  the  form  below. 
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FORBES  STOCK  MARKET  COURSE  PRE-PUBLICATION  OFFER 

(Offer  good  until  March  27,  1905) 

Send  me  the  new  edition  of  FORBES  Stock  Market  Course  as  soon  as  it  is  ready  at  the  pre-publication 
price  of  $72.00.  (I  understand  that  after  the  publication  date  the  price  will  be  $89.50.)  Also  enclose  the 
FORBKS  80-year  Wall  Chart  of  Business  and  Security  Trends  and  The  Glossary  of  Investment  Terms  as 
my  free  gift. 
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Callable  junk  bonds  can  build  a  solid  floor 
under  a  bond  portfolio.  Consider  the  method  of 
Janus  Flexible  Income's  Ronald  Speaker. 

So  call  me 


By  Mary  Beth  Grover 


Janus  Flexible 
Income  Fund 
manager 
Ronald  Speaker 
"We  try  to  own 
bonds  that 
companies 
want  back." 


Is  IT  EVER  worth  paying  higher  than 
rock-bottom  expenses  for  a  bond 
fund?  In  most  cases  the  answer  is  no. 
Why  shoulder  big  expenses  for  a  fund 
that  simply  buys  Treasurys  or  Ginnie 
Maes?  Or  one  that  is  basically  indexed 
to  any  sector  of  the  fixed-income 
markets? 

An  exception  to  this  rule  is  so- 
called  flexible  bond  funds  whose 
managers  are  able  to  pick  and  choose 
the  most  attractive  issues  from  among 
the  entire  bond  market.  The  best  of 
these  hinds  levy  fees  of  up  to  0.9%  of 
assets — but  are  worth  the  cost,  as 
shown  by  the  performances  of  talent- 
ed bond  pickers  like  Daniel  Fuss  of 
Loomis  Savles  Bond  Fund  (Forbes, 
May  24, 1993),  William  Gross  of  Har- 
bor Bond  (Mar.  15, 1 993)  and  Robert 
Rodriguez  of  fpa  New  Income  (Aug. 
29,  1994). 

A  candidate  to  join  this  short  list  of 
smart  bond  pickers  is  30-year-old 
Ronald  Speaker,  who  has  run  Denver- 
based  Janus  Flexible  Income  Fund 
(assets,  $406  million)  since  late  1991. 
Over  the  last  three  years  the  fund 
returned  8%  compounded  annually, 
besting  the  Merrill  Lynch  corporate/ 
government  bona  index  by  1.9  per- 
centage points  per  vear.  Forbes 
awards  Janus  Flexible  a  B  for  both  up 


and  down  market  performance. 

Speaker  puts  his  bond  picking  phi- 
losophy this  way:  "We  do  this  balanc- 
ing act.  Investment-grade  bonds  have 
more  interest  rate  risk.  And  junk 
bonds  have  more  credit  risk.  We  put 
the  two  together  and  get  higher  yield 
with  less  volatility." 

Speaker  typically  holds  35%  of  Ja- 
nus Flexible's  assets  in  high-grade 
corporate  bonds  (recently  including 
issues  from  Chemical  Banking  and 
Ford  Motor  Credit)  and  1 5%  in  Trea- 
surys (lately  divided  between  10-year 
and  30-year  issues). 

The  other  half  of  Speaker's  fund 
goes  mostly  into  junk  and  near-junk 
bonds,  those  with  credit  ratings  be- 
low BBB-.  "That's  where  we  do  our 
bond  picking,"  says  Speaker.  "That's 
how  we  can  add  value." 

In  seeking  bargains  in  junk,  Speak- 
er pays  especially'  close  attention  to 
high-coupon  bonds  that  issuers  are 
likely  to  call  or  tender  for  before 
maturity,  in  order  to  reduce  their 
interest  expense.  "We  try  to  own 
bonds  that  companies  want  back — 
especially  when  they're  going  to  have 
to  pay  up  to  get  them,"  he  says. 

Take  Stone  Container's  lis  of 
1999,  a  $125  million  (par value)  issue 
that  was  marketed  in  1992.  Speaker 
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figures  that  retiring  this  expensiS 
short-term  debt  may  be  part  o 
Stone's  campaign  to  halve  its  $4  bil 
lion  debt  by  1998  (Forbes,  Feb.  13) 
Speaker  bought  this  paper  last  De 
cember  at  981/2.  It  is  callable  at  104  ii 
late  1997,  but  Speaker  thinks  Ston 
will  tender  for  the  issue  before  that,  a 
a  nice  premium  above  104.  Recen 
price,  102V4. 

Speaker  also  reckons  Cadbur 
Schweppes,  which  recently  bough 
Dr  Pepper/Seven-Up,  will  tender  fc 
Dr  Pepper's  last  outstanding  issue,  it 
1  lx/2%  zero  coupons  of  2002.  Cali 
able  at  104%  of  accreted  value  in  la 
1997,  these  zeros  are  the  fund's  larg 
est  holding,  at  4%  of  assets.  Agai: 
Speaker  expects  an  advance  tendc 
offer  at  a  premium.  The  bonds  trad 
at  84. 

rjr  Nabisco  has  two  outstandin 
issues  that  intrigue  Speaker:  its  8%s  ej 
2002  and  its  8%s  of  2005.  Neithr 
issue  is  callable,  but  Speaker  expec 
the  company  to  tender  or  propose  a 
exchange  offer  for  them  by  the  end « 
the  year. 

All  told,  Speaker  has  13%  of  Jam 
Flexible's  assets  in  debt  likely  to  I 
called  or  tendered  for.  He  calls  the 
"cushion  bonds,"  because  of  the 
fairly  stable  prices  and  high  coupon 

Example:  the  Texas  Eastern  Tran 
mission  10s  of  2011.  These  notes  a 
callable  at  106  now  and  105V2 
October — and  probably  will  I 
called,  since  the  natural  gas  compai 
was  able  to  borrow  at  just  8Vi%  h 
year.  "In  the  bear  market  of  1994  th 
issue  was  a  gem,"  says  Speaker.  " 
traded  around  106  all  year  long 
That's  because  the  call  price  puts: 
firm  floor  under  this  bond.  "Then 
very  little  upside,  and  very  little  dow 
side,  either,"  says  Speaker.  Cushi* 
bonds  like  this  one  helped  hold  Jan 
Flexible's  loss  in  last  year's  disastro 
bond  market  to  2.9%,  versus  the  M( 
rill  Lynch  corporate/government  i 
dex's  3.3%  loss. 

Janus  Flexible  Income  charg 
0.93%  in  annual  expenses.  That's  fi 
times  as  much  as  the  very  low  a 
Vanguard  Total  Bond  Market  Port 
lio  charges.  But  the  Vanguard  fu 
merely  tracks  the  market — while 
nus  Flexible,  at  least  while  Speaker! 
been  at  the  helm,  has  beaten  1 
market.  With  Janus  Flexible  you  ] 
what  you  pay  for. 
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The  no-load  Berger  Small  Company  Growth  Fund. 


Many  people  believe  investing  in  a  volatile  stock  market  is  too  risky.  But  by  avoiding  the  market,  they 
may  be  missing  out  on  the  kind  of  investment  that  could  benefit  them  the  most.  In  fact,  if  you  can  invest 
time  as  well  as  money,  history  shows  that  small  company  stocks  have  outperformed  most  other  kinds 
of  investments.**  A  fund  that  stands  out  is  the  Berger  Small  Company  Growth  Fund  which  has  received 
much  attention  from  leading  financial  publications,  most  recently  Kiplinger's  which  included  it  among 
their  domestic  stock  fund  choices  for  no-load,  low-minimum  funds! 

So,  if  you're  looking  for  an  aggressive  fund  to  balance  your  portfolio,  call  us  at  1-800-333-1001.  We'll  give 
you  information  about  this  and  other  funds  in  our  family.  After  all,  even  though  past  performance  doesn't 
guarantee  future  results,  with  last  year's  market  you  can't  argue  with  13.7%* 


It  only  takes  $250  to  open  an  account,  $50  thereafter. 
Please  call  (800)  3334001. 


We'll  send  you  a  prospectus  containing  more  complete  information  including  all  fees. 
Read  it  carefully  before  investing. 


Together  we  can  move  mountains. 

♦Returns  are  historical  and  do  not  guarantee  future  results.  Performance  figures  include  changes  in  share  price  and  reinvestment  of  dividends  and  capital  gains, 
which  will  fluctuate  so  that  shares,  when  redeemed,  may  be  worth  more  or  less  than  their  original  cost.  Source:  Lipper  Analytical  Services,  Inc. 

"Source:  Ned  Davis  Research,  Inc.  Represents  the  period  12731/64  to  12/31/94.  Used  with  permission.  All  rights  reserved. 

fSource:  Kiplinger's  Personal  Finance  Magazine.  Mutual  Funds  '95:  The  Smart  Investor's  Guide,  January  1995. 

©  1995  Berger  Associates,  Inc.  FOR  32795 


THE  FUNDS 


The  market  reacts  too  slowly  to  earnings  revisions. 
So  says  John  Bogle  Jr.,  manager  of  the  (so  far) 
extremely  successful  Quantitative  Numeric  Fund. 

Musical  chairs 


The  2,700  securities  analysts  who 
earn  their  livings  estimating  the  future 
earnings  of  publicly  traded  companies 
are  often  very  wide  of  the  mark.  But 
never  mind.  Wall  Street  puts  a  lot  of 
stock  in  what  they  have  to  say.  In  late 
December,  for  instance,  the  analysts 
covering  chipmaker  Micron  Technol- 
ogy were  predicting  earnings  of  $  5 .94 
per  share  for  fiscal  1995;  by  January 
the  forecast  had  risen  to  $6.32;  by  last 
month  it  was  up  to  $7.25.  In  the  same 
period,  the  stock  price  has  shot  up 
54%,  to  68. 

"There  is  a  persistent  linkage  be- 
tween increasing  earnings  expecta- 
tions and  increasing  stock  prices," 
says  John  Bogle  Jr.,  35,  who  runs  the 
Quantitative  Numeric  Fund.  But 
aren't  the  analysts'  earnings  estimates 
usually  wrong?  "Of  course.  But  the 
market  still  follows  them." 

If  investors  are  sheep,  you  can  make 
a  lot  of  money  by  being  the  first  to 
figure  out  which  way  the  flock  is 
about  to  lurch.  Thus  Bogle's  comput- 
er model  is  programmed  to  help  him 
buy  stocks  as  soon  as  analysts'  earn- 
ings forecasts  are  revised  upward,  and 
sell  them  before  the  flock  catches  up. 

"It  is  a  form  of  the  greater  fool 
theory,"  says  Bogle.  "But,  because 
humans  make  similar  cognitive  errors 
in  times  of  change,  you're  not  always 
proved  a  fool  by  it."  In  other  words, 
people  tend  to  pay  more  for  a  stock 
each  time  an  earnings  forecast  is  re- 
vised upward,  even  though  the  risk  of 
disappointment  is  also  rising.  That's 
why  Bogle  turns  over  his  portfolio 
three  times  a  year,  in  an  endless  dash 
to  stay  ahead  of  the  sheep  both  into 
and  out  of  a  stock. 

It  sounds  like  musical  chairs,  but 
Bogle's  system  has  worked  well — so 
far.  Since  the  fund's  inception  2Vfe 
years  ago,  it  has  averaged  a  25%  annu- 
al return,  IIV2  points  ahead  of  the 
Russell  2000  Index  of  small  stocks. 

The    difference    between    Bogle's 
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and  other  momentum  funds  (FORBES, 
Dec.  19,  1994)  is  that  he  makes  no 
pretense  of  forecasting  earnings  in- 
creases himself.  He  need  not  worry 
whether  he's  wrong,  but  only  wheth- 
er the  market  is  wrong.  Bogle:  "The 
game  is  less  who's  the  cleverest  statis- 
tician than  who's  the  fleetest  of  foot, 
who  can  capture  and  act  on  the  infor- 
mation first." 

Each  time  a  stock  trades  at  a  new 
price,  a  company  reports  earnings  or 
an  analyst  revises  an  earnings  esti- 
mate, Bogle's  17  Sun  Microsystems 
workstations  twitch,  recalculating  the 
attractiveness  of  the  stock.  The  com- 
puters adjust  the  earnings  estimate 


Quantitative  Numeric's  John  Bogle  Jr. 
"Who's  the  fleetest  of  foot?'' 


revisions  for  such  factors  as  the  nun 
ber  of  analysts  covering  the  compan 
the  magnitude  of  earlier  revisions,  tr 
stock's  industry  group  and  its  mark< 
value.  It  even  takes  a  few  fundamet 
tals,  such  as  book  value,  into  accoun 
Bogle  prefers  small  stocks  (under  J 
billion  in  market  value)  followed  t 
ten  or  fewer  analysts;  he  has  four 
that  such  stocks  get  the  biggest  bar 
from  rising  earnings  estimates. 

To  be  played  well  this  game  mu 
be  played  on  fast-forward.  Take  M 
croTouch    Systems,    the    maker   J 
touch -screen  computer  displays.  B«: 
gle  bought  the  stock  in  October  at  2 
as  earnings  estimates  rose  26%  in  01 
month.  But  in  November  not  one 
the  four  analysts  following  the  con 
pany  raised  his  earnings  estimate,  : 
Bogle  sold  at  38 — a  60%  profit  in  I 
days.  By  year-end  the  stock  hit  47V 
but  it  has  since  flopped  to  28. 

Bogle  and  his  partner,  Langdtf 
Wheeler,  do  no  fundamental  r 
search.  They've  never  visited  the  l. 
companies  in  their  $93  million  fun 
and  almost  never  read  a  financ 
statement.  In  a  bear  market  their  sy. 
tern  would  have  them  stick  to  stoo< 
whose  earnings  estimates  were  dro 
ping  the  slowest.  These  days,  § 
fund's  average  stock  sells  for  17  tin< 
the  last  12  months'  earnings,  abo 
1 5%  higher  than  the  overall  market 

Quantitative  Numeric  is  closing: 
new  investors  on  Mar.  31.  A  nn 
sister  fund,  Numeric  II,  will  cha 
midsize  stocks  with  a  median  marl 
value  of  $2  billion  or  so.  Bogles 
candid  in  admitting  that  his  systfl 
may  not  work  quite  as  well  in  larj 
stocks. 

If  Bogle's  name  sounds  familiar,:, 
because  his  father  is  John  Bog 
chairman  of  the  Vanguard  Gror 
They're  in  opposite  camps  on  1 
matter  of  how  to  run  a  fund.  V» 
guard  makes  a  fetish  of  keeping  cc 
down,  as  low  as  0.2%  of  assets  per  y< 
for  a  stock  fund.  But  Bogle  Jr.'s  fun 
run  up  expenses  nine  times  that  hi; 

Does  Numeric's  performance  I 
dicate  its  costly  management  sty 
It's  too  soon  to  say,  but  if  the  youn 
Bogle  can  keep  up  his  market- beat 
returns  for  a  decade,  then  fans 
efficient  money  management,  inch 
ing  Bogle  pere  and  Forbes,  wo 
have  to  concede  that  he's  worth 
salt.  $tay  tuned.  -J.Z. 

Forbes  ■  March  27,  1 ! 
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HE  WAS  WELL-READ  ON  MANY 

SUBJECTS.  THE  STRIFE  IN  GERMANY 

THE  CONFLICT  IN  SOUTHEAST  ASIA. 

THE  TRIALS  OF  GOLDILOCKS. 

In  a  typical  day,  John  Kennedy  would  read  newspapers  from  New  York,  Washington  and  Los  Angeles. 

He  would  read  foreign  policy  briefs  and  domestic  white  papers.  Drafts  of  two  or  three  speeches.  He  might  steal 

some  time  on  Air  Force  One  to  read  Keats. 
More  briefs.  Another  draft.  All  the  time,  he 
would  be  reading  the  moods  of  foes,  the  whims 
of  voters,  the  motives  of  special  interests.  And 
then  after  a  long  day  at  the  Office,  he  would 
walk  down  the  hall  and  attend  to  one  more 
important  domestic  issue:  bedtime  stories  for 

Caroline  and  John  Jr.  At  The  New  Museum  at  the  John  F.  Kennedy  Library,  you'll  learn  what  it  was  like  to  raise 

a  family  in  the  White  House.  You'll  see  rare  footage  of  President  Kennedy  with  his  children  and  wife  Jacqueline. 

You'll  find  out  details  about  the  President's  own  youth  and  how  his  upbringing  had  a 

profound  influence  on  his  later  years.  All  presented  in  a  way  that  makes  you  feel  as 

if  you  were  there  yourself  underneath  JFK's  desk  in  the  "secret  hideout"  with  Caroline 

,       -  ,    ,  ,.  ^,_„„„    /^~>->         /  r\       i  ■  ■  n    ■  Macaroni,  Caroline's  pony, 

and  a  friend.  Just  call  617-929-4523  to  learn  more.  Or  plan  a  visit  soon.  Bring         on  the  white  House  ^ 
your  children.  And  we'll  tell  them  a  story  about  a  man  whose  optimism  and  vigor  inspired  an  entire  generation. 

I         THE  NEW  MUSEUM  AT  THE  JFK  LIBRARY 


STATISTICAL  SPOTL  GHT 


Worried  about  higher  interest  rates? 
Consider  bonds  you  can  redeem  early. 

Power  to  the 
creditors 


By  Eric  S.  Hardy 

The  traditional  corporate  bond  is 
rigged  against  investors.  When  inter- 
est rates  rise,  it  falls  in  value,  just  like  a 
Treasury  bond.  But,  unlike  Treasury 
bonds,  mam'  corporate  bonds  don't 
rise  much  when  interest  rates  fall. 
That's  because  corporate  issuers  of 
these  bonds  reserve  the  right  to  call 
them  in  earlv,  at  only  a  slight  premium 
over  the  issue  price.  Heads  you  lose, 
tails  you  break  even. 

You  can  grab  back  some  of  this 
power  by  buying  a  bond  with  a  built- 
in  put  option.  This  put  gives  you  the 
right,  but  not  the  obligation,  to  sell 
the  bond  back  to  the  issuer  prior  to 
maturity.  The  put  exercise  price  is 
usually  at  par  value.  Puttable  bonds 
are  also  generally  noncallable — that 
is,  the  issuer  does  not  have  the  right  to 
force  you  to  redeem  early. 

Nothing  is  free  on  Wall  Street.  You 
pay  for  this  put  feature  in  the  form  of 
reduced  yield.  Dennis  Adler,  a  corpo- 
rate bond  strategist  at  Salomon 
Brothers,  savs  the  yield  sacrifice  on  a 
noncallable  30-year  A-rated  corpo- 


rate bond  that  can  be  put  to  the  issuer 
at  par  five  years  out  is  perhaps  20  basis 
points  (a  fifth  of  a  percentage  point). 

Giving  up  some  yield  makes  sense 
for  someone  who  is  nervous  about  his 
principal.  If  worry  about  a  coming 
spike  in  interest  rates  has  kept  you 
from  buying  long  bonds  at  all,  then 
puttables  are  definitely  worth  a  look. 

One  important  caveat  here:  Almost 
all  bond  puts  are  "European-style," 
meaning  they  can  be  exercised  only 
for  a  very  short  time — perhaps  on  one 
specific  day.  Still,  having  only  one  day 
to  redeem  a  bond  is  better  than  hav- 
ing none  at  all. 

A  few  municipal  bonds  and  about 
900  corporate  issues  have  some  kind 
of  put  feature.  But  note  that  for  many 
of  the  corporate  issues,  the  put  be- 
comes exercisable  only  after  a  change 
in  corporate  control.  These  are  called 
poison  puts  and  are  seldom  of  value  to 
the  investor.  They  are  installed  to 
protect  the  management. 

The  table  lists  ten  noncallable  cor- 
porate bonds  that  can  be  put  back  to 


the  issuer  no  matter  who  controls  t 
company.  In  evaluating  bonds  li 
these,  don't  look  at  the  maturity  wi 
your  usual  frame  of  reference.  Oft 
it's  better  to  think  of  the  put  exerc 
date  as  the  maturity. 

To  illustrate,  look  at  the  nbd  Ba 
8.25s  of  2024.  The  Aa3-rated  bo 
currendy  sells  for  1 02  to  yield  8.1% 
maturity.  But  because  the  bond  c 
be  sold  back  to  nbd  at  par  on  Nov. 
2004,  it  is  easier  to  think  of  this  a 
ten-year  bond  yielding  7.9%  to  man 
rity.  You'll  redeem  the  bond  in  20 
if  interest  rates  have  climbed  or  nb 
credit  quality  has  deteriorated. 

Alternatively,  if  rates  have  faLI 
and  nbd  still  looks  like  a  good  bail 
then  you  will  hang  on  to  the  paper, 
that  point  you  will  have,  in  effect 
new  20-year  bond  yielding  8.25% 
maturity.  In  this  light,  your  30-y 
bond  with  a  10-year  put  become; 
10-year  bond  with  an  attached  i 
option  on  a  20-year  bond.  \\ 
bonds  like  this  one  the  creditor  i;i 
the  driver's  seat. 


Redeeming  virtue 

Issuer 

Coupon 

Maturity 

Moody's 

Amount 

Recent 

Yield  to- 

Date  of 

Yield 

rating 

issued 

price 

put 

maturity 

first  put 

sacrifice* 

Columbia/HCA  Healthcare 

($mil) 

, 

8.360 

4/15/24 

A3 

$150 

$101.21 

7.46% 

8.25% 

4/15/04 

0.41% 

Corning 

7.625 

8/1/24 

A2 

100 

99.36 

7  72 

7.68 

8/1/04 

0.62 

Eastman  Chemical 

7.625 

6/15/24 

Baal 

200 

96.90 

8.05 

7.90 

6/15/06 

0.42 

Eaton 

8.000 

8/15/06 

A2 

100 

102.56 

6.10 

7.66 

8/15/96 

0.33 

NBD  Bank 

8.250 

11/1/24 

Aa3 

250 

102.20 

7.92 

8.07 

11/1/04 

0.50 

New  England  Telephone 

7.875 

11/15/29 

Aa2 

350 

102.77 

6.11 

7  65 

11/15/96 

0.91 

New  jersey  Bell 

7.850 

11/15/29 

Aaa 

150 

103.66 

6.92 

7.55 

11/15/99 

0.61 

Pennsylvania  Power  &  Light 

7.700 

10/1/09 

A2 

200 

101.86 

7.21 

7.49 

10/1/99 

0.48 

RJR  Nabisco 

6.800 

9/1/01 

Baa3 

100 

97.83 

7.79 

7.23 

9/2/97 

1.19 

Torchmark 

8.250 

8/15/09 

A3 

100 

101.27 

7.28 

8.10 

8/15/96 

0.34 

These  corporate 
bonds  feature  t 
built-in  put 
option:  You  get 
at  least  one 
chance  to  cash 
the  bond  early . 
par  value.  You 
exercise  this  ri 
if  interest  rate; 
rise  or  if 
the  issuer's 
credit  quality 
deteriorates. 


'Yield  forfeited  by  favoring  puttable  bond  over  nonputtable  bond  of  comparable  maturity  and  credit  quality. 
Sources:  Bloomberg  Financial  Markets;  Salomon  Brothers  Fixed  Income  Research. 
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Owning  No-Load  Funds  From 

Different  Companies  Doesn't 

Have  To  Be  Confusing... 


To  help  you  at  tax  time, 
Fidelity's  new  statement 
shows  your  realized 
gains  and  losses,  as  well 
as  the  cost  basis  of  your 
mutual  funds. 


Berger  One  Hundred 


.When  You  Invest  Through  Fidelity's  FundsNetwork® 


If  you're  still  struggling  with  too  many  statements  and 
too  much  paperwork  to  manage  your  investments  as 
easily  as  you'd  like,  let  Fidelity's  litra  Service  Account® 
and  FundsNetwork  show  you  a  better  way.  For  choice, 
service  and  the  value  you  want  today,  maybe  it's  time 
you  made  the  switch  to  Fidelity. 

Simplify  Your  Financial  Life, 
With  No  Monthly  Account  Fees 

The  Fidelity  Litra  Service  Account  gives  you  the  tools 
you  need  for  effective  financial  management  -  a  wide 
range  of  investment  choices,  checkwriting,  ATM  access 
and  much  more  -  all  consolidated  on  our  new  single, 
easy-to-read  statement.  And  whether  you're  calling  to 
check  a  balance  or  initiate  a  stock  or  option  trade  at 
commission  discounts  of  up  to  76%'  compared  to  full- 
cost  brokers,  you'll  enjoy  Fidelity's  24-hour  service 
anvtime  you  need  it. 


Now,  Help  In  Deciding  Which  Mutual 
Funds  May  Be  Right  For  You 

With  Fidelity's  FundsNetwork,  you  can  buy  or  sell  your 
choice  of  hundreds  of  your  favorite  no-load  funds  from 
popular  fund  companies  without  paying  a  transaction  fee. 
And  it  all  comes  together  with  your  FundsNetwork  Invest- 
ment Planner,  a  worksheet  designed  by  Fidelity's  experts 
to  help  you  build  the  right  mix  of  funds  for  your  needs. 

Call  Today 

Ask  our  Representatives  how  you  can  put  the  powerful 
combination  of  Fidelity's  Litra  Service  Account 
and  FundsNetwork  to  work  for  you.  Call  any- 
time for  a  free  fact  kit  on  FundsNetwork 
and  the  Ultra  Service  Account,  which  includes 
the  FundsNetwork  Investment  Planner. 


Visit  a  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-9697 


Fidelity 


Investments 


rings  based  on  an  October  1 994  survey  of  full-cost  brokers  Minimum  commission.  $38.  Savings  will  vary  depending  on  size  and  nature  of  trade.  There  may  be  Ultra  Service  Account 
^  for  special  services,  please  consult  the  current  fee  schedule,  for  more  complete  information  on  any  fund  available  through  FundsNetwork,  including  charges  and  expenses,  call  for 
ree  prospectus.  Please  read  prospectuses  carefully  before  you  invest  or  send  money.  Fidelity  reserves  the  right  to  change  the  funds  available  with  no  transaction  fees  and  reinstate  the 
son  any  funds.  Fidelity  reserves  the  right  to  charge  a  transaction  fee  if  you  make  five  or  more  short-term  redemptions  (sales  of  shares  held  less  than  si\  months)  on  funds  available 
th  no  transaction  fees  in  a  twelve  month  period  II "you  purchased  a  no-load  fund  and  paid  a  transaction  fee.  you  will  be  obligated  to  pay  a  transaction  fee  upon  its  sale.  This  program  is 
Jject  to  change  without  notice.  All  fees  as  described  in  the  fund's  prospectus  still  apply  I -'idelity  Brokerage  Services,  Inc.  Member  NYSE,  SII'C 


OWN  YOUR  OWN  RANCH  IN 
THE  COLORADO  ROCKIES 
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Forbes  Wagon  Creek  Ranch  is  offering  minimum  40  acre  ranches  starting  at  as  little  as  $25,000. 
We  provide  full  financing  and  buyer  protection.   If  you've  ever  dreamed  of  owning  your  own  piei  J 
the  Rockies,  now  is  the  time  to  act.   This  property  can  provide  you  with  a  perfect  base  for  vacati  j 
cross-country  skiing,  hunting,  camping  and  a  host  of  other  outdoor  sports  and  family  fun.    For 
information  without  obligation, 

%Call  1-800-FORBES-5.    Outside  the  U.S.  (719)  379-3263. 
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MONEY  &  INVESTMENTS 


\n  unpleasant  earnings  surprise  will  kill  a  high-P/E 
|tock  but  scarcely  touch  a  low-P/E  stock. 

ere  bad 
ews  is  good 


i  DAUID  DREMAN 


I 


rid  Dreman  is  chairman 
kreman  Value  Management,  L.P.. 
kstment  Counsel,  New  Jersey,  and  author 
|'/ie  New  Contrarian  Investment  Strategy. 


jch  is  made  these  days  of  "earn- 

i  surprises."  If  American  Whatnot 

jxpected  to  earn  SI  .50  this  quarter 

reports  S2,  people  scramble  to 

the  stock.  If  it  reports  50  cents, 

rush  for  the  exits. 

falue  Line  did  a  lot  to  popularize 

;  approach  to  investing,  since  earn- 

surprises  have  been  one  of  the 

)lished  factors  in  the  formula  for 

|ue  Line's  famous  stock  rankings. 

plenty  of  money  managers  play  a 

lilar  game,   either  attempting  to 

Icipate    surprises    or    reacting    to 

(see  p.  146). 

[he  trouble  with  buying  or  selling 

taction  to  an  earnings  surprise  is 

you  are  competing  with  an  awful 

)f  other  people  trying  to  do  the 

:   thing.   There's  a   better  way: 

to  stocks  with  low  price/earn  - 

multiples.  These  stocks  tend  to 

relatively  well   whether  the  sur- 

are  positive  or  unpleasant, 
lis  is  clearly  documented  in  a 
it  study  I  did  in  collaboration 
Professor  Michael  Bern' of  James 
lison  University.  We  started  with 
Itabase  maintained  by  Able  Noser 
1,200  large  companies  in  the  pen 
1973  to  1990.  We  defined  a  posi- 


tive surprise  as  a  quarterly  earnings 
report  10%  above  consensus  Wall 
Street  forecasts,  and  a  negative  sur- 
prise as  one  1 0%  below. 

Next,  we  focused  on  stocks  in  ei- 
ther the  highest  20%  or  lowest  20%  of 
p/es  as  ranked  by  their  12  months' 
trailing  earnings.  Over  the  17-year 
period,  there  were  8,215  positive  sur- 
prises and  8,052  negative  surprises  in 
the  two  groups.  The  effect  of  the 
surprises  was  stunning. 

Here  are  the  numbers.  In  the  first 
quarter,  which  always  included  the 
surprise,  a  negative  event  resulted  in 
low-p/E  companies'  averaging  a  1.3% 
return  behind  the  overall  market.  But 
high-P/E  companies  lagged  the  mar- 
ket by  5.6%.  At  the  end  of  a  full  year, 
negative  surprises  on  low-p/E  stocks 
were  only  one-half  of  1%  below  mar- 
ket, while  high  p/es  trailed  the  aver- 
age by  11.3%. 

The  difference  in  how  the  market 
treated  positive  surprises  in  the  two 
groups  was  as  stark.  Low-p/e  stocks 
beat  the  market  by  5.4%  during  the 
surprise  quarter.  High-P/E  stocks 
outperformed  the  market  by  2.7%. 
However,  at  the  end  of  a  hill  year,  it 
was  no-contest.  Positive  surprises  sent 
the  low-P/E  group  up  14%,  versus 
3.1%  for  the  high  P/es. 

These  results  make  sense.  Low-p/e 
companies  are  in  the  dumps  because 
Wall  Street  expects  so  little  of  them.  A 
bad  quarter  isn't  necessarily  bad  new  s 
to  shareholders  and  may  be  good 
news  in  disguise:  It  may  mean  that  a 
corner  has  been  turned  and  a  rebound 
is  in  store. 

Contrast  high-P/E  companies. 
Wall  Street  expects  the  world 
of  these  growth  companies.  The 
slightest  disappointment  is  reason 
enough  to  dump  one  of  these 
stocks.  They  get  killed  by  an  earn- 


ings report  below  forecast,  even  if 
earnings  are  up  handsomely  from 
the  previous  year. 

We  followed  each  stock  in  the  two 
groups  for  the  next  19  quarters.  The 
average  low-P/E  stock  outdistanced 
the  market  throughout  that  period, 
whether  the  surprise  was  positive  or 
negative.  These  market-beating 
margins  averaged  4.7%  annually. 

The  average  high-P/E  surprise  stock 
underperformed  the  market  in  each  of 
the  succeeding  19  quarters — again, 
no  matter  whether  the  surprise  was 
positive  or  negative.  Overall,  the  high- 
P/E  surprise  group  lagged  the  market 
by  about  5%  a  year. 

The  bottom  line  then  is  that  all 
news — good  or  bad — is  positive  for 
low-P/E  stocks  and  negative  for  high. 
This  helps  explain  why  low  P/E,  low 
price-to-book,  low  price-to-cash- 
flow and  other  contrarian  strategies  I 
have  advocated  in  this  column  have 
worked  so  well  over  the  years. 

Here  are  a  number  of  contrarian 
stocks  to  consider: 

First  Chicago  (49)  is  the  eleventh- 
largest  bank  in  the  country.  The  stock 
is  cheap  at  a  price-to-book  of  1,  a  P/E 
of  7  and  a  yield  of  4.5%. 

Fleet  Financial  (31 )  trades  at  a  P/E 
of  8,  near  book  value  and  at  a  yield  of 
5.1%.  Earnings  should  be  helped  if  the 
recently  proposed  Shavvmut  deal  is 
consummated. 

Louisiana  Pacific  (27)  is  one  of  the 
nation's  largest  producers  of  lumber. 
Earnings  should  be  stronger  this  year, 
with  the  likelihood  of  a  good  housing 


A  bad  quarter  for  a 
low-P/E  stock  may  be 
good  news  in  disguise. 


market.  The  stock  has  a  P/E  of  8  and 
yields  1 .8%. 

Student  Loan  Marketing  (37)  pur- 
chases federally  guaranteed  student 
loans  from  lenders.  The  stock  trades 
at  a  p/e  of  7  and  yields  4%. 

Tecumseh  Products  (46)  is  a  manu- 
facturer of  refrigeration  compressors 
and  small  pumps  and  gas  engines. 
Earnings  have  made  good  progress  in 
recent  years  and  should  increase  by 
1 0%  in  1 995 .  The  stock  trades  at  a  p/e 
of  8  and  yields  2.2%.  K 
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It  takes  a  few  good  peopl 


$2,000,000  OR  MORE  I  $1,000,000  TO  1,999,999  I  $500,000  TO  999,999 


3M 

AES  Barbers  Point 

The  Mildred  Andrews  Fund 

The  Family  of  Herman 
Blumenthal 

Canon  U.S.A.,  Inc. 

Mary  Flagler  Cary 
Charitable  Trust 

Coca-Cola  Foods 

Miss  Doris  Duke 

E.I.  du  Pont  de  Nemours 
&  Co.,  Inc. 

Enron  Corp. 

Estate  of  Mary  Whiting  Ewing 

Elmer  &  Marie  Louise 

Feldenheimer  Family  Trust 

General  Motors  Corporation 

SC  Johnson  Wax 

Kerr-McGee  Corporation 

The  Kresge  Foundation 

The  John  D.  &  Catherine  T. 
MacArthur  Foundation 

Mobil  Corporation/ 
Foundation,  Inc. 

Moriah  Fund,  Inc. 

National  Fish  & 

Wildlife  Foundation 

Mr.  &  Mrs.  Clive  Runnells 

Second  Nature  Software,  Inc. 

Alice,  Fred,  Brad  & 
Lawrence  Stanback 

George  B.  Storer  Foundation 

Peter  A.B.  Widener 

Wilmor  Corp. 

Mr.  &  Mrs.  Edwin  N.  Woods 


Anonymous  (I) 

Amoco  Foundation 

Louis  Moore  Bacon 

Bank  of  the  West 

Blue  Ridge 

Real  Estate  Company 

Champion  International 
Corporation 

James  M.  Cox,  Jr.,  Foundation 

Mr.  &  Mrs.  Endicott  P. 
Davison 

Wallace  &  Mary  Lee  Dayton 

Dow  Chemical 

Corporation — Dow  2000 

Earths  Birthday  Project 

Emilie  Hill  Farrell  Estate 

Georgia-Pacific  Corporation 

Homer-Watcha  Trust 

The  Geoffrey  C.  Hughes 
Foundation,  Inc. 

Jolly  Family  Corporation 

Tom  &  Pat  Klein 

Lennox  International  Inc.  and 
the  Lennox  Foundation 

Longwood  Foundation 

Andrew  W  Mellon  Foundation 

Miller  Brewing  Company 

The  Nature  Company 

North  American  Wetlands 
Conservation  Council 

Spencer  T  and  Ann  W 
Olin  Foundation 

David  and  Lucile 
Packard  Foundation 

The  William  Penn  Foundation 

The  Pew  Charitable  Trusts 

Procter  &  Gamble  Fund 
Philip  D.  Reed 
Foundation,  Inc. 

The  Southern  Company 
Alabama  Power 
Georgia  Power 
GulfYower 
Mississippi  Power 
Savannah  Electric  & 
Power  Company 

Temple-Inland  Corporation 

Texaco,  Inc. 

Emily  Hall  Tremaine 

Foundation 

Joan  L.  Tweedy 

The  Andy  Warhol  Foundation 
for  the  Visual  Arts 

The  Honorable  John  C. 

Whitehead 
Dr.  Willet  E  Whitmore,  Jr. 
Ward  W  &  Priscilla  B.  Woods 


Ahmanson  Foundation 
Nancy  B.  Altvater 
"Bach  at  the  Ranch"  with 

Paul  Simon  &  Friends 
Louise  E.  Ballard  Estate 
Center  for  Ecosystem  Survival 
Liz  Claiborne  & 

Art  Ortenberg  Foundation 
Crescent  Resources,  Inc. 
Communities  Foundation 

of  Texas,  Inc. 
Arthur  Vining  Davis  Foundations 
Mr.  &  Mrs.  Daniel  P  Davison 
Jane  &  James  de  Tomasi  Estate 
Duke  Power  Company 
George  S.  &  Dolores 
Dore  Eccles  Foundation 
The  Charles  Engelhard  Foundation 
Exxon  Company,  U.S.A. 
Fleet  Bank 
The  Ford  Foundation 
The  Jacob  &  Annita  France 

Foundation,  Inc.  and 

Robert  G.  &  Anne  M.  Merrick 

Foundation,  Inc. 
Winifred  R.  Gay  Estate 
Mr.  &  Mrs.  Edward  Greeff 
Mr.  &  Mrs.  Stewart  H.  Greenfield 
The  William  &  Flora 

Hewlett  Foundation 
J.M.  Huber  Corporation 
Waldo  Hutchins,  Jr.  Estate 
James  Irvine  Foundation 
Andre  Kammer 
KEIDANREN 

Nature  Conservation  Fund 
Robert  S.  &  Grayce  B. 

Kerr  Foundation,  Inc. 
The  Knapp  Foundation 
Mr.  &  Mrs.  Denis  Krusos 
MCI  Telecommunications  Company 
The  late  Constance  P.  McCabe 
Sumner  T.  McKnight  Foundation 
Richard  King  Mellon  Foundation 
Clifford  F  Messinger  Estate 
Norcross  Wildlife  Foundation 
Mr.  &  Mrs.  Gilman  Ordway 
Wendy  &  Henry  M.  Paulson,  Jr. 
People's  Bank 
Peter  Putnam  Estate 
Mr.  &  Mrs.  Henry  M.  Rowan  > 

Sarkeys  Foundation 
Estate  of  Amelia  &  George  Schlapp 
John  &  Lucretia  Sias 
John  &  Phyllis  Smale 
SmithKline  Beecham 
The  Sweet  Water  Trust 
Walker  Richer  &  Quinn 
Gertrude  Schantz  Weng  Estate 
Williams  Pipe  Line  Company 
Mr.  &  Mrs.  Joseph  H.  Williams 
Robert  W  Wilson 
Robert  W.  Woodruff  Foundation 
Mike  &  Gail  Yanney 


$250,000  TO  499,999  ft 
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Anonymous  (1) 
ARCO  Foundation 
American  Express  Foundation 
Barbara  Cox  Anthony 
Aromatique,  Inc. 
Lewis  &  Patricia  J.  Barenfanger 
S.D.  Bechtel.Jr.  Foundation 
Berwind  Corporation 
The  Boeing  Company 
O  Boticdrio  (Brazil) 
Dorothy  S.  Bowles  Estate 
Johanna  &  Otto  Brezing 
Compton  Foundation,  Inc. 
Anna  H.  Culver  Estate 
Ian  &  Annette  Camming 
Delmarva  Power  & 

Light  Company,  Inc. 
Ivalu  DeTimofeev  Estate 
Christian  Dior  Perfumes,  Inc. 
Thomas  Patrick  Dore 
Lori  &  Dan  Efroymson 
English  Bonter  Mitchell  Founda  ' 
Entergy  Corporation/Arkansas 

Power  &  Light  Co. 
Foellinger  Foundation,  Inc. 
Freeport-McMoRan  Inc. 
Frederick  B.  &  Alva  G.  Gahaga. 
Gates  Foundation 
Estate  of  Erma  Green  Gold 

in  memory  of  Harry  Patrick  , 

Erma  Green  Gold 
Wallace  Alexander  Gerbode 

Foundation 
Dr.  &  Mrs.  Richard  H.  Goodwit 
E.J.  Grassmann  Trust 
Theodore  &  Alice  A.  Gumey 
Mr.  &  Mrs.  John  W. 

Hartman  Foundation 
Clarence  &  Edith  Heinkel 
Helmerich  &  Payne 

International  Drilling  Co 
Kate  Ireland 

Iroquois  Gas  Transmission  Sy: 
The  Janirve  Foundation 
Ken-Ada  Ranches,  Inc. 
Bemie  Krause 

Lincoln  National  Corporation^  iim  f„ 
Mr  &  Mrs.  Robert  L.  Mitchell}. a 
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The  Leo  Model  Foundation 

Monsanto  Company 

Charles  Stewart  Mott  Foundat  i 

Mount  Riga,  Inc. 

NationsBank 

Phillips  Petroleum  Foundation 

S.J.  &  Jessie  E.  Quinney 

Foundation 
2.  Smith  Reynolds  Foundati 
Gail  Ripley 

Save  the  Rainforest,  Inc. 
Shicld-Ayres  Foundation 
South  Branch  Foundation 
Surdna  Foundation,  Inc. 
Victoria  Foundation 
Wachovia  Bank  of 

North  Carolina,  N.A. 
Wallace  Genetic  Foundatio 


Wrs.  Dona 

fee 


save  the  Last  Great  Places 


zden  Foundation 
Uvaco  Corporation 
eelabrator  Technologies  Inc. 
:abeth  Moffat  White  Estate 
mie  B.  Wilds  Estate 


!$  100,000  TO  249,999 


nymous  (9) 
Abel  Foundation 
elis-Bodman  Foundation 
rnative  Gift  Markets.  Inc. 
•rican  Airlines  and  American 
Mrlines  Flight  Attendants 
J.  Reid  Anderson 
ter  Daniels  Midland  Company 
rge  F.  Baker 
er  F  Bales 

Brothers  Foundation 
rge  and  Frances 
iall  Foundation 
^America  Foundation 
Ties  &  Nancy  Barthe 
Bean,  Inc. 
I  Berentz  Estate 
e  &  Franklin 
'ernsen  Foundation 
\lfred  Bersted  Foundation 
race  Bersted  Foundation 
Betterment  Fund, 
reated  by  the  Will  of 
llliam  Bingham,  2nd 
T/Soulhern  National 

and  Dorothy 
'orsett  Brown  Foundation 
ey  L.  &  Alice  D.  Brown 
uchanan  Family  Foundation 
M.  Burk  Estate' 
Busboom  Estate 
Foundation 
utler  Foundation 
annon  Foundation,  Inc. 
Branch  Foundation 
'd  &  Mary  Cargan 
na  Power  &  Light  Company 
W.  Carstens 
Designs,  Inc. 
ian  Farms,  Inc. 
W.  Clark  Estate 
Mrs.  Donald  H.  Cobb 
Mrs.  Thomas  H.  Cobb 
&  Sadie  Cohen 
ndation,  Inc. 
.  Cole  Foundation,  Inc. 
Mrs.  Michael  H.  Coles 
lumbus  Foundation 
E.  Compton  Estate 
I  A.  Cooke 
A.  Craig  Estate 
Darling,  fr. 
Charitable  Trust 
M.  Davies 
ce  T.  and  Janet  T. 
Foundation 

ne  R.  Dodge  Foundation 
rs.  Gaylord  Donnelley 
oundation 


Richard  &  Rebecca 

Evans  Foundation 
The  First  Union  Foundation 
Ra\  C.  Fish  Foundation 
Flinuidge  Foundation 
Elizabeth  Fondaras 
Forest  Foundation 
C.L.  F rates  &  Company 
Helen  V.  Froehlich  Estate 
Ms.  Caroline  D.  Gabel 
General  Electric  Company 
Irma  S.  Gitto  Estate 
Mr.  Gilbert  W.  Glass 
Richard  &  Rhoda 

Goldman  Foundation 
Great  Lakes  Protection  Fund 
The  William  &  Mary 

Greve  Foundation 
Grant  Swamp  Group 
Mr.  &  Mrs.  Anthony  P.  Grassi 
Estate  of  V.  Louise  Greenwood 
Grumman  Corporation 
Mr.  &  Mrs.  Alexander  S.  Haig 
Mr.  &  Mrs.  Steven  K.  Hamp 
Mr.  &  Mrs.  John  W.  Hanes,  Jr. 
Jim  &  Charlene  Harvey 
Hawley  Family  Foundation 
Jane  Walcott  Heidi 
Mr.  Joseph  M.  Hixon 
Honda  of  America  Mfg.,  Inc. 
Houston  Endowment,  Inc. 
Sherry  &  David  Huber 
Dave  &  Pat  Hurd 
Grace  Hydrusko 

Intergroup  Healthcare  Corporation 
Johnson  &  Johnson 

Family  of  Companies 
Paul  Tudor  Jones 
Roger  &  Doris  Jones 
Thomas  V  Jones 
Nancy  F  Kaplan  &  Elaine  Frank 
Key  Bank  of  Washington 
William  Kings  Estate 
EM.  Kirby  Foundation,  Inc. 
John  S.  and  James  L. 

Knight  Foundation 
The  Kuyper  Foundation 
Lange  Memorial  Foundation 
Leucadia  National  Corporation 
MAPCO,  Inc. 

Charlotte  Martin  Foundation 
The  Fred  Maytag 

Family  Foundation 
The  McLean  Contribulionship 
Bequest  of  John  W  McGrath 
Peter  &  Nancy  Meinig 
Merck  Family  Fund 
Microsoft  Corporation 
Mill  Pond  Press,  Inc. 
Millers  Outpost 
William  T  Morris  Foundation 
John  J.  Morsch  Estate 
The  Family  of  Claire  N.  Morris 
Curtis  &  Edilh  Munson 

Foundation,  Inc. 
The  National  Arbor  Day 

Foundation 
Mr.  &  Mrs.  James  B.  Nicholson 
Norcliffe  Foundation 


Norfolk  Southern  Corporation 
Northwest  Airlines,  Inc. 
Egon  H.  Ottinger  Estate 
PECO  Energy  Company 
Mr.  &  Mrs.  Peter  S.  Paine,  Jr. 
Mary  Morton  Parsons  Foundation 
Terry  C.  &  William  C.  Pefster 
Penfield  Cottage 
Philecology  Trust 
Quality  Food  Centers,  Inc. 
Renaissance  Hotels  &  Resorts 
Elizabeth  Robbins 
The  Rosewood  Corporation 
Ray  Rowe  Trust  for  Animals 
Richard  Owen  Rowlands 
Mr.  &  Mrs.  John  C.  Sawhill 
William  R.  &  Catherine  Sue  Schott 
The  Schumann  Fund 

for  New  Jersey 
Searle  Family  Trust 
The  Seaver  Institute 
Sequoia  Foundation 
Fred  W  Shelton  Estate 
Estate  of  Abraham  L.  Shipsey 
Mr.  &  Mrs.  Andrew  Sigler 
Joan  Irvine  Smith  &■  Athalie  R. 

Clarke  Foundation 
Patricia  H.  Smith  Estate 
The  Starr  Foundation 
Steelcase  Foundation 
The  Steele-Reese  Foundation 
Jules  &  Doris  Stein  Foundation 
Steinberg  Family  Foundation 
Dr.  David  S.  Stevenson 
Summa  Corporation 


Tejas  Gas  Corporation 

Genevieve  Thomas 

Tinker  Foundation,  Inc. 

Bernhard  Althin  Toombs  Estate 

Tortuga  Foundation 

Anne  N.  Tractman  Estate 

Unibanco  (Brazil) 

Union  Foundation 

United  Technologies  Corporation 

Mrs.  Barbara  C.  Van  Dusen 

Philip  L.  Van  Eveiy  Foundation 

Mr.  &  Mrs.  Montagnie  Van  Norden 

Virginia  Environmental  Endowment 

Virginia  Power 

Vulcan  Chemicals  Company 

WMX  Technologies  Inc. 

Waste  Management,  Inc. 

Mid-Atlantic 
Bill  &  Maty  Walscm 
Robert  &  Elizabeth  Weinsiocfe 
Welfare  Foundation 
David  K.  &  Georgia  Welles 
Weyerhaeuser 

Company  Foundation 
Mrs.  Francis  Wier 
Mrs.  Marillyn  B.  Wilson 
Andree  &  David  Wolf 
World  Publishing  Company 
Elizabeth  Yaggy 
The  Yasuda  Fire  & 

Marine  Insurance  Company,  Ltd. 
Simeon  Dewey  Yocum  Estate 
Yuban/Kraft  General  Foods,  Inc. 
Nell  Ziegler  Estate 
Jerrold  Zell 


The  j$* 
Qonservancy® 

Thanks  to  these  contributors,  we're 
working  to  preserve  natural  habitats 
and  foster  environmentally  compatible 
economic  activity  in  75  of  the  Earth's  most 
biologically  rich  areas  in  the  United  States, 
Latin  America,  and  the  Pacific. 
Join  our  $300  million  Campaign  for 
Last  Great  Places.  Call  1-800-628-6860. 
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MONEY  a  INUESTMENTS 


So  what  if  the  market  broke  4000?  The  best  long-term 
performers  among  investment  letters  remain  unimpressed. 

The  bear  growls 


h 

.1 


BY  MARK  HULBERT 


Mark  Hulbert  is  editor  of  the  Alexandria.  Va.- 
based  Hulbert  Financial  Digest,  which  monitors 
the  performance  of  investment  advisory  letters. 
His  newest  book  is  The  Hulbert  Guide  to  Financial 
Newsletters  {Dearborn  Financial  Publishing). 


"The  most  bullish  thing  a  stock 
market  can  do  is  make  a  new  high."  I 
heard  that  cliche  a  lot  m  late  February 
and  early  March  as  the  stock  market 
finally  passed  its  alltime  high  of 
a  year  earlier. 

But  I  have  a  different  take  on  the 
market's  achievement.  It's  drawn 
from  the  three  top-performing  mar- 
ket letters  of  the  past  15  years,  as 
tracked  by  the  Hulbert  Financial  Di- 
gest. These  three  are  the  Chartist,  the 
Zweig  Forecast  and  Value  Line.  The 
message  from  all  three  is  bearish,  as  it 
has  been  for  nearly  a  year. 

How  can  someone  who  was  bearish 
a  year  ago  look  smart  now,  with  the 
market  hitting  a  new  high?  The  an- 
swer is  that  the  broad  market,  for  all 
the  fuss  over  the  Dow's  4000  mark, 
has  not  done  all  that  well  over  the  past 
year.  Remember,  the  Dow  Jones  in- 
dustrials peaked  in  1994  in  January,  at 
3978.  Since  then  the  index  has 
climbed  a  mere  0.9% — about  3.5%  if 
you  throw  in  dividends.  Secondary 
stocks  performed  even  less  well.  With 
a  return  above  4%,  cash  did  better. 

Indeed,  the  market  has  been  rather 
weak  over  the  past  five  vears.  Since 
February  1990  the  S&P  500's  total 
return  has  averaged  8.7%  a  year.  Its 
long  term  historical  average  is  more 
than  one  percentage  point  per  vear 
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better  than  this.  Investors  are  wrong 
to  think  we  are  still  in  a  robust  bull 
market.  Among  investment  letter 
writers,  the  best  long-term  perform- 
ers have  been  rewarded  for  shifting 
more  and  more  of  their  portfolios  to 
cash  over  the  last  several  vears. 

The  top  three  investment  letters  I 
track  say  the  foundation  of  the  market 
today  is  shaky. 

Let's  start  with  the  advance/ 
decline  line,  an  indicator  that  is  con- 
structed each  day  by  adding  to  the 
pre\ious  day's  reading  the  plurality  of 
advancing  issues  over  declining  issues. 
If  we  define  a  health}"  bull  market  as 
one  in  which  more  issues  go  up  than 
down,  the  current  market  is  sickly. 
The  advance/decline  line  topped  out 
over  a  vear  ago,  and  is  todav  not  even 
in  shouting  distance  of  that  peak. 

This  divergence  between  the  Dow 
and  the  advance/decline  line  is  one  of 
the  primary  reasons  that  Dan  Sullivan, 
editor  of  the  Chartist,  is  so  bearish. 
He's  in  second  place  among  all  the 
letters  tracked  by  the  hfd  since  1980. 
Sullivan  concedes  that  the  advance/ 
decline  line  normally  tops  out  before 


the   stock   market   is  looking  mut 
more  overvalued. 

The  market's  low  yield  worn 
Martin  Zweig,  editor  of  the  Zwt 
Forecast.  Zweig  is  in  third  place  f 
performance  since  1980.  "Goii 
back  to  1926,  when  the  [divide 
yield  dropped  below  3%,  the  res 
are  not  pretty,"  Zweig  writes.  "I 
average,  for  everv  period  rangii 
from  one  year  later  all  the  way  out  i 
ten  years,  the  market's  total  retu 
was  worse  than  if  you  held  cash 
Zweig  currently  is  40%  invested  I 
stocks,  60%  in  cash. 

The  investment  letter  in  first  pla1 
for  performance  since  1980  is  t 
Value  Line  Investment  Survey.  It  a 


rently  is  recommending  a  35%  ca,  .-j 
position,  a  very  cautious  posture  i 
Value  Line. 

Value  Line's  analysts  follow  1,7 
stocks.  As  part  of  their  writeups,  th 
project  how  much  their  stocks  v, 
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appreciate  over  the  next  three  to  f 
years.  The  median  of  these  proj" 
tions  has  proved  to  be  highly  correl 
ed  with  the  market's  level  four  yd 
later — with  one  major  qualificatii 
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"Going  back  to  1926,  when  the  dividend  yield 
dropped  below  3%,  the  results  are  not  pretty." 
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the  market  itself,  but  with  13  months 
now  having  passed  since  the  line's 
top,  he  is  convinced  that  the  market  is 
living  on  borrowed  time.  Sullivan  cur- 
rently is  just  21%  invested  in  his  model 
stock  portfolio. 

Now  let's  look  at  short-term  inter- 
est rates.  Their  steep  rise  has  eroded 
another  of  the  market's  cornerstones. 
As  long  as  rates  remained  low,  the 
stock  market  could  escape  the  bearish 
implications  of  its  low  dividend  yield 
of  less  than  3%.  But  with  short-term 
interest  rates  more  than  double  the 
average     stock's     dividend     yield. 


fare  i 


You  first  need  to  subtract  55%  fror 
(see  my  Oct.  25,  1993  column  I. 

The  median  of  Value  Line  anal' 
current  projections  is  65%.  Adj 
downward,  this  suggests  the  m; 
will  be  only  10%  higher  in  four  ye 
Even  including  dividends,  this  ii 
cates  a  pathetic  5%  annual  total  ret    , 

on  stocks,  less  than  vou  would 
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buying  four-year  Treasurys 
What  does  it  all  mean?  If  the  1 

long-term  performers  continue  t   ; 

.  c .  r  ,      ,  putii 

winning  ways,  the   best  investrr 

policy  right  now  would  be  to 

those  Treasurvs. 
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should  you  worry  about  the  mai  ket 
)ecause  dividend  yields  are  low? 
\lo.  Here's  why. 

Beyond  yield 


6.  Salomon  Jr.  is  principal  and  founder 
Stamford,  Conn.-based  STI  Management. 
M    search  assistant:  Caroline  Davenport. 


It  I 


USHD  TO  BE  accepted  wisdom  that 

bck  prices  were  in  trouble  if  the 

vidend  yield  for  the  market  as  a 

ole  dropped  below  3%.  For  some 

e  now,  the  market  yield  has  been 
der  this  threshold  level  and  yet 
ces  seem  to  be  holding  up  just 
e.  Is  it  time  to  rewrite  the  text- 
oks?  Yes. 

sing  the  market's  dividend  yield 
a  major  measure  of  equity  values 
a  long  history,  but  it  is  time 
bun-  it.  Experience  of  the  recent 
st  amply  demonstrates  that  stock 
Ids  are  much  more  closely  linked 

inflation  than  to  stock  prices, 
anges  in  the  Consumer  Price  In- 
j»c,  it  turns  out,  explain  roughly 
%  of  the  movement  in  stock  yields. 


stocks  provide  a  small  but  real  rate  of 
return  currently. 

Payout  ratios  (dividends  divided  by 
earnings )  are  also  an  important  part  of 
any  analysis  of  yields.  The  payout  on 
the  s&p  500  generally  fluctuates  be- 
tween 40%  and  60%  of  earnings.  To- 
day the  payout  is  at  the  low  end  of  that 
range  for  two  reasons:  Earnings  have 
been  growing  at  a  good  clip  for  several 
years,  and  dividend  growth  has  been 
negligible.  Clearly,  the  yield  associat- 
ed with  a  low  payout  ratio  should  be 
worth  more  than  one  produced  from 
a  high  payout. 

Why  have  managements  been 
stingy  with  dividends  in  recent  years? 
The  key  reason  is  that  they  have 
been  redressing  their  balance  sheets 
after  a  prolonged  period  in  the 
1980s  when  the  equity  base  shrank 
and  corporate  debt  ballooned.  Now 
companies  are  retaining  earnings  in- 
stead of  paying  them  out.  Growth  in 
retained  earnings,  combined  with 
some  equity  issuance,  has  produced  a 
significant  improvement  in  corporate 
balance  sheets. 

Another  reason  dividend  growth 
has  lagged  profit  growth  has  to  do 
with  tax  rates.  At  present,  the  differen- 
tial between  income  and  capital  gains 
favors  the  latter:  Many  investors  must 
hand  over  to  various  governments  as 


ien  stocks  are  providing  a  real  return 
Le.,  when  inflation  is  less  than  yield), 
ley  are  generally  not  overpriced 


l  better  rule  to  follow  is  this:  When 
:ks  arc  providing  a  real  return  (i.e., 
:n  inflation  is  less  than  yield),  they 
jgenerally  not  overpriced.  Current- 
Inflation  is  running  at  a  rate  of 
to  2.5%   (depending  on   which 
ation  measure  you  use),  while  the 
Irent  dividend   vield   is  2.8%.    So 


much  as  half  of  any  dividends  they  get; 
they  need  hand  over  no  more  than 
one-third  of  any  capital  gains.  As  a 
result,  some  corporate  managers  have 
emphasized  share  repurchases  over  in- 
creased dividend  payments  as  means 
of  creating  shareholder  value. 

The   rebuilding  of  corporate  bal- 


ance sheets  now  appears  to  be  winding 
down.  Beyond  the  balance  sheet  ra- 
tios, there  is  clear  evidence  that  man- 
agements are  feeling  more  confident. 
In  the  fourth  quarter  of  last  year, 
dividends  shot  up  8%,  a  dramatic  ac- 
celeration from  the  2%  to  3%  growth 
of  the  past  several  years. 

How  important  is  yield  to  the 
equity  investor?  Let's  assume  that 
the  average  annual  return  for  stocks 
will  fall  in  a  range  of  8%  to  10%  over 
the  next  few  years.  This  would  be 
consistent  with  long-term  stock  re- 
turns, even  though  it  represents  a 
decline  from  the  15%  returns  that 
investors  have  enjoyed  over  the  past 
ten  years. 

Given  lower  total  returns,  current 
yield  will  account  for  a  larger  part  of 
return.  A  yield  of  about  3%  will  ac- 
count for  35%  of  the  8%  to  10%  total 
return  forecast.  In  the  1980s,  when 
total  stock  returns  averaged  15%  to 
18%,  current  yield  provided  less  than 
one-fourth  of  total  return. 

If  total  returns  are  more  subdued, 
then  yield  will  play  a  more  important 
role  in  the  total  return  outcome  for 
the  equity  investor.  The  best  invest- 
ments, in  my  view,  combine  an  above- 
market  yield  with  a  below-average 
payout  ratio.  Since  these  companies 
are  retaining  a  significant  portion  of 
earnings,  the  potential  for  growth  in 
the  future  is  good.  These  investments 
represent  the  best  of  both  worlds: 
reasonable  current  return  and  the 
promise  of  more  generous  dividend 
payments  down  the  road. 

Using  these  guidelines,  I  recom- 
mend the  shares  of  five  firms:  Banc 
One  (28),  Mellon  (38),  PPG  Indus- 
tries (36),  Eastman  Kodak  (51 )  and 
Kimbcrly  Clark  (51).  The  average 
yield  on  this  group  is  currently  3.9% 
and  the  average  payout  is  39.8%.  This 
group  offers  both  an  above-market 
dividend  yield  and  the  potential  for 
further  dividend  hikes.  H 
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Cyclical  stocks  like  the  autos  may  look  cheap 
at  today's  prices,  but  they  looked  cheap  before 
the  1974  crash,  too. 

Risky  bargains 


BY  A.  GARY  SHILLING 


A.  Gary  Shilling  is  president  of 
A.  Gary  Shilling  &  Co..  economic  consultants 
and  investment  advisers.  His  firm  publishes 
Insight,  a  monthly  newsletter  covering  the 
business  outlook  and  investment  strategy. 


Many  U.S.  cyclical  stocks  look 
mouthwateringly  cheap.  Chrysler  is 
selling  at  4  times  the  last  12  months1 
earnings,  while  Mead  Corp.  and  Ford 
are  selling  at  5  times.  Clark  Equip- 
ment has  a  P/E  of  6,  gm  7  and  Cum- 
mins Engine  is  at  8.  In  contrast,  the 
p/E  for  the  s&r  500  is  about  16. 

As  cyclical  companies  recently  en- 
joyed sales  growth  and  the  fruits  of 
restructuring,  their  earnings  leaped. 
Recession  -wary  investors,  however, 
have  dumped  their  stocks  since  the 
Fed  tightening  began  in  February 
1994.  With  earnings  up  and  prices 
down,  p/es  have  nose-dived. 

But  now,  according  to  popular  w  is- 
dom,  the  Fed  has  effected  what  it  has 
never  pulled  off  before — a  soft  land- 
ing. It  is  widely  believed  that  the 
economy  will  grow  at  a  rate  of  about 
2.5%  annually  and  inflation  will  re- 
main subdued  enough  to  keep  the 
Fed  at  bay;  maybe  even  the  credit 
authorities  will  ease  before  long. 

Don't  bet  on  things  happening  that 
way.  A  big  reason  for  recent  earnings 
growth  is  product  price  increases.  Ay, 
there's  the  rub. 

So  far,  these  price  hikes,  especially 
the  big  commodity  increases,  haven't 
substantially  elevated  producer  fin- 
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ished  goods  or  consumer  prices,  but 
they  will.  Our  industrial  clients  tell  us 
that  their  customers  are  more  "un- 
derstanding" of  these  suppliers'  cost 
increases. 

What  this  tells  me  is  that  markets 
have  tightened  to  the  point  that  in- 
dustrial customers  will  accept  supplier 
price  increases  because  they  think 
they  can  pass  them  on.  But,  so  far  at 
least,  prices  of  end  products  have  not 
risen  nearly  as  fast  as  prices  of  materi- 
als. In  the  past  1 1  months,  spot  alumi- 
num prices  are  up  more  than  60%,  but 
aluminum-can  prices  have  yet  to 
move;  they  have  actually  declined. 
Rubber  prices  have  leaped  85%,  while 
tire  prices  are  flat.  Copper  is  up  more 
than  40%,  but  copper  wire  has  risen 
only  17%  in  price. 

Eventually,  manufacturers  will  pass 
on  more  of  these  increases  in  raw 
materials  prices.  Also,  the  drop  in  the 
dollar  will  increase  inflation  by  raising 
the  prices  of  imports  and  competing 
domestic  goods  and  services.  This, 
too,  is  alarming  the  Fed. 

So  I  look  for  further  interest  rate 
hikes,  with  the  usual  result,  a  reces- 
sion, starting  as  early  as  midyear.  This 
recession  may  be  deep,  as  defense 
spending  cuts,  excessive  consumer 
debt,  a  still  overbuilt  real  estate  mar- 
ket and  continuing  layoffs  from  re- 
structuring compound  the  depressing 
effects  of  past  and  vet-to-come  inter- 
est rate  increases.  The  Mexican  crisis 
and  the  collapse  in  the  dollar  only 
exacerbate  these  domestic  problems. 

Needless  to  say,  a  serious  recession 
will  wreck  earnings.  Sales  volume  will 
fall  and  prices  weaken.  If  further  rises 
in  interest  rates  and  big  declines  in 
profits  lie  ahead,  the  resumption  of 
the  bear  market  in  U.S.  stocks  that 
started  more  than  a  year  ago  is  at 
hand,  despite  recent  new  highs. 

When  that  happens,  those  tempt- 
ingly low  p/Ks  will  go  even  lower.  A 
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relevant  historical  precedent  is  the  la 
major  bear  market,  the  1973-74  se 
off  related  to  the  deep  1973-75  rece 
sion.  Back  then,  the  S&P  500  declinj 
more  than  40% — and  many  peop 
thought  the  end  of  the  world  u 
near,  at  least  for  investors. 

When   the  market  stood  on   tl 
brink  in  1973,  there  were  similar! 
to    today:    Cyclicals,    for    examp 
looked  cheap  then,  too.  In  the  seve 
years    before    the    November    19; 
business  peak,  the  P/E  on  Standard 
Poor's  chemical  group  fell  from  21 
15   as  earnings  growth  outstripp 
stock  price  advances.  A  big  buyi 
opportunity?  Hardly.  During  the  i 
cession,    chemical    stocks   fell    mo 
than  30%,  and  the  group  P/E  dropp 
to  a  lowly  7. 

Similarly,  the  paper  group  P/E  I1  B-  the 
from  23  to  12  in  the  two  years  bef(  M-n; 
the  business  peak.  But  then,  \  tnshoi 
group  P/E  fell  to  5,  as  the  35%  pap!  » rates 
stock  fall  exceeded  the  earnings  dnr  toes, 

Other  cyclical  groups  topped  c1  '-term 
even  earlier.  Automobile,  metals  a!  ff  Ions 


J  curve, 
H  be  j[ 
fc'onom 


At  market  tops,  cyclical 
stocks  often  sell  at  low 
P/Es— as  they  do  today. 

homebuilding  stock  groups  all 
before  the  1973  business  peak, 
most  cyclicals  have  this  time.  But 
didn't  keep  auto  stocks  from  dr 
ping  50%,  metals  from  declining  m 
than  30%  or  homebuilding  from  i 
ing  over  50%  during  the  1973 
recession. 

In  effect,  in  the  quarters  befoi 
recession  it  is  normal  for  cycl 
stocks  to  sell  at  what  look  like  bargu 
price  P/Es. 

But  don't  bite  at  apparent  barga 
Low  P/Es  will  get  a  lot  lower, 
cyclical  stocks  a  lot  cheaper. 


?  Momi 
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hat  flattening  yield  curve  spells  trouble 
or  the  economy,  the  stock  market  and 
ie  fellow  in  the  White  House. 


k  dangerous 


icn. 
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E.  Babin  is  a  senior  vice  president 
NatWest  Investment  Management,  a  quantitative 
itutional  asset  management  firm  based  in 
ton.  He  oversees  U.S.  equity  strategies. 
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"Pi 
iSPlTE   A   recent    down-tick    in 

(es,  the  yield  curve  continues  to 

ten — meaning  that  the  gap  be- 

:en  short-term  and  long-term  in- 

est  rates  is  narrowing.  If  the  trend 

fitinues,    it    will    invert — that    is, 

jrt-term   rates   actually  will   rise 

pve   long-term   rates.    Imagine   a 

:-year  loan  costing  more  than  a 

year  loan.  It  has  happened,  nota- 

dn  the  early  1980s.  Should  the 

'd  curve  achieve  inversion  again  it 

uld  be  an  ominous  sign  both  for 

economy  and  for  President  Clin- 

's  reelection  bid. 


An  examination  of  the  historical 
record  shows  why  an  inverted  yield 
cunt  is  bad  news.  Over  the  last  30 
years,  the  economy  slipped  into  reces- 
sion on  five  occasions.  Study  the  table 
on  this  page.  Notice  how  the  yield 
curve  behaved  in  the  face  of  economic 
collapse.  On  average  during  these  five 
periods,  the  yield  differential  between 
the  one -year  Treasury  and  a  compos- 
ite of  10-to-30-year  Treasury  bonds 
evaporated  during  the  24-month  pe- 
riod immediately  preceding  the 
downturn  and  then  turned  negative. 
In  short,  first  a  flattening  and  then  an 
actual  inversion  of  the  curve  typically 
presages  recession.  Only  one  cycle 
(1990)  failed  to  witness  an  inverted 
yield  curve,  although  it  came  within  a 
whisker  of  doing  so. 

The  flip  side  of  the  relationship  is 
also  evident.  Except  for  the  1980 
recession,  yield  spreads  returned  to 
positive  territory  during  the  recovery 
period  as  short-term  interest  rates 
dropped  faster  than  long-term  rates. 

That's  why  I  am  paying  close  atten- 
tion to  the  shape  of  the  yield  curve. 
Over  the  past  24  months  or  so,  the 
curve  has  been  tracking  the  path  asso- 
ciated with  economic  declines.  Two 
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History  shows 
that  it  pays  to 
monitor  shifts  in 
the  yield  curve. 
Over  the  past 
30  years,  every 
recession  was 
preceded  by  a 
flat-to-inverted 
curve. 


years  ago  (February  1993)  roughly 
350  basis  points — 3.5% — separated 
the  short  and  long  ends  of  the  yield 
curve.  A  year  ago  the  spread  had  nar- 
rowed to  about  260  basis  points.  To- 
day's differential  is  hovering  around 
100  points.  That's  pretty  narrow. 

There  is  reason  to  believe  it  will 
shrink  still  further.  I  put  a  lot  of  faith  in 
what  the  futures  market  is  saying  about 
interest  rates.  Why?  Because  people 
who  play  the  futures  market  are  playing 
with  real  cash,  not  just  making  crystal 
ball  predictions.  They  are  making  hard- 
headed  commitments,  not  airy  predic- 
tions. Right  now  the  futures  market  is 
predicting  higher  rates  ahead.  Judging 
from  the  behavior  of  the  futures  mar- 
ket, I  would  guess  that  the  three- 
month  T  bill  will  inch  higher  over  the 
balance  of  1995.  If  this  happens,  the 
yield  curve  will  approach  inversion. 

The  potential  for  a  nasty 
rise  is  building. 


What  could  cause  it  to  invert?  High- 
er-than-expected  inflation  or  contin- 
ued economic  strength — which  might 
prompt  the  Fed  to  opt  for  another 
rate  increase — or  both.  The  potential 
for  a  nasty  surprise  is  building.  I  am 
betting  that  this  year's  inflation  will 
exceed  the  consensus  (and  Alan  Green- 
span's) estimate  (3.2%).  It  could  top 
4%.  The  Fed  would  have  to  slam  on  the 
brakes  again. 

This  isn't  what  many  of  the  pundits 
are  predicting.  They  are  convinced  that 
the  Fed  will  refrain  from  any  further 
interest  hikes.  They  think  that  the  Fed- 
eral Reserve  will  succeed  in  its  effort  to 
engineer  a  soft  landing — reducing  eco- 
nomic growth  to  a  more  sustainable 
2.5%  pace  while  easing  inflation  and 
averting  recession.  That  would  be  love- 
ly, but  it  is  not  likely. 

That  flattening  yield  curve  is  a  hint 
that  we  may  not  get  that  hoped-for 
soft  landing.  We  may  get  instead  a 
hard  landing,  one  that  will  shake 
your  teeth.  We  could  be  in  for  more 
increases  in  short  rates  that  would 
take  30-day  T  bills  to  6%  and  beyond. 
If  those  rates  continue  to  shift  to  the 
point  where  the  curve  inverts,  watch 
out!  The  stock  market  and  the  econ- 
omy could  be  in  for  some  tough 
sledding.  H 
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FINANCIAL  SERVICES 


BUSINESS  OPPORTUNITIES 


EDUCATIONAL  SERVICES 


/ 


/ 
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Receive  Value  Line 
for  only  $65;  $55 


/     An  introductory  subscription  to  The  Value  Line  Investment  Survey 
/   brings  you  the  2000-page  Investors  Reference  Library — Value  Line  s  most 
/    recent  Ratings  and  Reports  on  1700  stocks  and  the  practical  guide  How  to 
Invest  in  Common  Stocks.  You  will  also  receive  analyses  of  about  130  stocks 
each  week  for  10  weeks  for365S55  Available  only  once  every  three  years  to 
any  household.   SPECIAL  BONUS:  J.K.  LASSER  S  Your  Income  Tax  1995. 
You  will  also  get  the  newest  edition  of  the  « 1  bestselling  tax  guide  for  58  years. 
You  get  •  all  the  latest  changes  and  pending  legislation  •  hundreds  of  practical 
examples  and  tax-saving  strategies  •  a  free  update  supplement  •  tax  forms  for 
filing  •  a  24-hour  telephone  helpline.  (Free  with  your  trial  or  annual 
subscription...  while  supplies  last )  Your  subscription  to  Value  Line  may  be 
tax-deductible.  Consult  your  tax  advisor.  Send  check  or  money  order 
along  with  name,  address  and  zip  code  together  with  this  ad  or: 

Call  Toll-Free  1-800-833-0046 

2903-Dept  416L27 1  American  Express.  MasterCard  or  Visa  24  hours  a  day. 
;  a  week  if  you  are  not  completely  satisfied  return  all  materials  in  good  conditio 
rithin  30  days  for  a  full  refund  of  your  fee.  Allow  4  weeks  for  delivery. 
NY  residents  add  sales  tax.  Foreign  rates  upon  request. 

The  Value  Line  Investment  Survey1 

PO  Box  2037.  Secaucus. 
NJ  07096-2037 


BUSINESS  OPPORTUNITIES  BUSINESS  OPPORTUNITIES 


S  OVER  ONE  BILLION  S 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  MaruMicturing  lo  Small  Retail  Shops 
No  Brokerage  Fees 
To  Buy  or  Sell 
1-800-9M-SALE 
GREAT  WESTERN  BUSINESS  SERVICES.  INC. 


NATIONWIDE 


BUSINESSES  FOR  SALE 
BY  OWNERS 

•  jll>  bnnging  bu\ers  &.  seller*  together 

Retail  -  Wholesale  -  Manufacturing 

All  Price  Ranges 

To  Bu\  or  Sell 

FREEMAN  &  ASSOCIATES.  INC. 

1-800-798-5189     Fax:  (615 1  267-2123 


"THE  TAX  EXILE  REPORT" 

b>  \1arvhall  Langer 
Disco\er  how  you  can  become  a  suc- 
cessful legal  tax  Exile.  Also,  learn 
the  secrets  of  dual  nationalit)  and 
escape  confiscaton.  taxes. 

FREE  BROCHIRE  AND 

PRIVACY  NEWSLETTER 

Scope.  Box  4944.  Forestside  House. 

Forestside.  P0  9  6EE.UK 

Tel:  +44  705  631751  Fax:  +44  705  631322 


STEEL  BUILDINGS 


SHARING 


Buy  Factory  Direct. 

Steel  Buildings.  Ali  sizes.  Ideal 

from  Back  Yard  Shops.  Airplane 

Hangars.  RV  &  Boat  Storages  to 

Large  Commercial  applications. 

Do-it-yourself  or  complete  set  up. 

20  year  warranty.  Call  for  free 

brochure.  STEELMASTER 

1-800-526-1110. 


jA     IS  CARING 


Forbes: Capitalist  Tool 


"They  Laughed 

When  I  Told 

Them  I  Could 

Make  $150,000 

a  Year  as  a 
Consultant..." 

My  friends  all  said.  "A  consult- 
ant in  what?"  But  now  I'm  get- 
tins  the  last  lauah  as  I  make  any- 
where from  $10,000  to  S50.000 
on  each  client  w ith  my  own  con- 
sulting business. 
I  offer  two  unique  niche  services 
that  ever.'  company  needs,  but 
best  of  all.  I  do  it  on  a  no-risk  con- 
tingency basis.  Needless  to  say. 
that  attracts  far  more  clients  than 
I  can  handle. 

A  very  limited  number  of 
people  throughout  the  country  are 
now  being  trained  to  do  the  same 
thing  in  their  own  areas,  and  a 
personal  computer,  fax  machine, 
good  communications  skills,  and 
about  SI 2.000  in  start-up  capital 
are  all  that's  required. 

If  you  think  you  qualify  and 
would  like  the  full  particulars,  call 
1-800-660-0330.  Toll  Free.  Mon- 
Fri.  8:30  am  to  5:30  pm,  CST.  No 
obligation  of  course. 


SSS  900  NUMBERS  SSS 


Business  opportunity  of  the  decade! 

Low  investment,  high  income  programs! 

Potential  S10K-S50K  per  month1 

Live  Psychic.  Live  Chat.  Horoscope, 

Soap  Opera  Updates.  Sports  Scores, 
and  many  more!  Custom  programs  also 

available.  FREE  information  package' 


Call  International  Telecom  now1 1  800  865  1000 


INCORPORATE  IN  DELAWARE! 


Specialists  In  setting  up  Delaware 
Corporations  General,  Aircraft. 
Boat  &  Shelf  Corporations. 

Cal/Wrtte  tor  FREE  KIT: 

P.O.  Box  484-FB 

WHmlnglon,  D€  19899 

800-321 -CORP-  302-652-6532 


INCORPORATE 

BY  PHONE  OR  FAX 

800-318-7407 

FAX  302-652-6760 

CorpCo 


For  as 
little  as 


25 


Pius  stale 
lees 


Universitv  Dearees 


Approved  Self  Paced  Home  ! 
Associate  Bachelors  Masters 

Business  Admin.  Public  Admin. 
Care  Admin.  Human  Resources.  Finl 
International  Business.  Tech  Mgrntf 
Paralegal.  Psychology.  Call  for  broil 
(800)  477-2254  (24  hrs) 
Southern  California  Universit  j 
for  Professional  Studies 
1840  E.  l7St-F.  Santa  Ana.  CAS 


COLLEGE  DEGI 

BACHELORS  •  MASTER'S  -  DOCT 
For  Work.  Lite  and  Academic  Exp* 

Earn  your  degree  thr<  j 
convenient  home  stn 

(800)  423-3244  ex 
Fax:    (310)471-64 
send  detailed  resume  for  cwecy*  J 

Pacific  Western  Univei 

1210Aurf«S*Ml  1104  HcroUu  H  9681' 


FREE  VIDEO 


EXTERNAL  DEGREE 

BA/BS  MS/MBA  PhD/JC 
|  Credit  for  workTIrfe  exp.  •  Accre»| 
(800)  955-8879  (24  hrs.) 

LaSalle  Universit1 

I  Dept.  879  Mandeville,  LA  70470-:] 


REAL  ESTATE 


NEW  8,100  sq 
log  home. 
Recently  reduced. 
$2,250,000. 
Please  call 
Clayton  Andrews 
Mercedes  Huff  fc 
more  informatio 
#4366 


Jackson 


* 


^WltOI 


[12)820 

(212)6 


800  443-9453 
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AUDIO  BOOKS 


AUDIO  BOOKS 

FOR  99°  EACH 


WhM  |M  )«■  tke  Aadio  B««k  CM. 

Best  Sellers  on  Jape 
Hundreds  of  Titles 

1-800-422-2258 


dio  Book  Club  ^ 
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FOB  INFORMATION 

WRITE  OR  CALL: 

LINDA  LOREN 

FORBES  MARKET/ 

CLASSIFIED 

M  Fifth  Ave    NY.  HY  10011 

(212)  620-2440 
IX  (212)  620-2472 
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VOICE  MAIL 





GET  THE  MESSAGE 
-OR  ELSE! 


Don't  trade  your  lite  ior  a  lost  message! 

Windows -Based 

♦  Voice  Mail 

♦  Auto—  A  ttendant 

♦  Fax  -  On  —  Demand 

1-800-934-4884 


TALKING  TECHNOLOGY,  INC. 


w= 


GOLF  VACATIONS 


Hilton  Head  Island,  SC 

Where  you  stay  says  a  lot  about  where 
you  play.  We  offer  tailor-made  golf 
packages  &  guaranteed  tee  times  on 
all  courses  within  30  miles  from  public 
to  semi-private  and  then  some.  Play 
well  &  live  well  from  oceanfront  to 
golf-view  private  homes  and  villas. 
Enjoy  12  miles  of  Atlantic  beach, 
tennis,  shopping,  fine  dining  &  many 
other  activities  to  keep  you  entertained 
day  &  night.  Call  800-476-4885  toll- 
free  in  the  U.S.  &  Canada  for  a  free 
brochure  Fax  803-686-2650. 
Island  Getaway,  P.O.  Box  5429, 
Hilton  Head  Island,  SC  29938. 


MISCELLANEOUS  FOR  SALE 


IN\  ESI  MEN!  GEMSTONES! 
GUARANTEED  I.IQl  IDITY!!! 

W  i  hu\  &  mII  Diamonds 

and  all  Precious  (.emstones. 

I  ret  wholesale  catalog  since  1967! 

Member:  Jewelers  Hnurd  nf 

Trade  &  C  humber  »/  (  ommerce. 

hoi  SE  OF  ONYX 
I  Main  St.  Greenville.  K\  42345 

1.KIMI-K44-.HIMI  cirlW  502-338-9605 


REAL  ESTATE 


Beautiful  14,250  Acre  Colorado  Ranch 
/a  For  Sale  --  $7.5  Million 

/  ulwn  your  own  piece  of  the  Rocky  Mountains  -  The  Williams  Fork  Mountain  Ranch 
V^  •  located  just  west  of  Steamboat  Springs.  This  22.8  square  mile  property 
offers  numerous  picturesque  sites  on  which  to  build  your  mountain  estate. 
Abundant  herds  of  elk,  as  well  as  antelope,  grouse,  deer,  rabbit,  and  other  wildlife 
roam  amidst  the  mountains,  and  along  the  streams,  ponds  and  aspen  tree  groves 
of  the  valleys.  Recreational  activities  on  or  near  the  ranch  include: 


Rafting 

Mountain  Biking 
Horseback  riding 
Four-Whedine 


Reel  and  fly  fishing 
Snowmobiling 
Hiking 
Cross-country/Downhill  Skiing 


MAIL  ORDER 


This  unique  getaway  is  easily  reached  by  car 
or  full  size  commercial  jet,  thanks  to  well- 
maintained  county  roads  and  the  nearby 
Yampa  Valley  Regional  Airport. 

For  more  information  contact: 

Aaron  Cobabe  or  Bill  Conway 

(303)  571-4100 

mm 


AUDIO  BOOKS 


Uniquely  Luxurious 


An  "Elevette"  residen- 
tial elevator  adds  a 
unique  custom  touch 
to  your  home,  as  well 
as  practicality  and 
convenience. 
Available  In  a  variety 
of  decor-matching 
styles. 

It's  the  ultimate  solu- 
tion for  people  who 
I  require  a  wheelchair 
I  or  can't  use  stairs,  and 
I  Is  tax-deductible  when 
|  doctor  recommended. 
For  free  literature, 
contact 


INCLINATOR 

COMPANY     OF    IIamEIICA 

Dept.  7  \r 

POBoil557        V 
Harrtsburg,  PA  171051557 
Phone  717  234  8065 


CONTACT  LENSES 


CONTACT  LENS 
REPLACEMENTS 

SAVE  UP  TO  70% 
All  Brands.  100%  guaranteed.  Sealed 

Vials.  No  Clubs  to  Join  Prescription 

Required.  Call  for  prices  &  free  catalog 

1-800-568-5474  ext.  5 


BOOKS 
ON  TAPE 


■  World  s  Largest  Selection  ol  Audio  Books  ^^ 

•Bestsellers  ■ 
on  Cassette  & 

♦  Full-length     * 
Readings      I 

•  Call  for  Free  % 
Brochure       . 


(800)  626-3333 


EXECUTIVE  GIFTS 


CARVED  MAHOGANY 


•  16"  lo  7?  models  ace  hond 
crafted  from  solid  mohogorry  with 
handpamted  moHtings  and  details 

•  O*erl60rr©delsinstoa 

•  Pr.cedfromS9950 

•  Satrrfoctiofi  guof  onteed 

Call  1  800  950  9944 
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WOOKllAMICMAraS 

of  ma 

AOOSaWTUKS 

U25S  Nor*  79*  S*w 
Scomd*  ArparV  V  85M 
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Alexander  the  great? 

Last  July  American  International 
Group,  the  shrewd  property  and  casu- 
alty insurer,  took,  a  20%  stake  in  the 
depressed  shares  of  insurance  broker 
Alexander  &  Alexander,  aig  bought 
S200  million  of  preferred  stock,  con- 
vertible into  common  at  SI 7;  five 
years  ago  the  stock  was  at  34. 

Alexander  &  .Alexander,  hurt  by 
bad  acquisitions  and  a  soggy  market, 
has  finally  begun  to  turn  around.  Duff 
&  Phelps  analyst  Adam  Klauber  pro- 
jects it  will  earn  80  cents  a  share,  up 
from  an  estimated  45-cent  loss  in 
1994.  He  says  it  could  earn  as  much  as 
SI. 80  next  year.  Since  aig  bought  in, 
A&A  stock  has  run  up  to  a  recent  21%. 

Should  you  follow-  aig's  lead?  No, 
savs  Klauber,  not  vet  anyhow.  The 
insurance  marketplace  may  continue 
soft,  the  analyst  says,  thwarting  his 
expectations  for  1996,  and  at  21% 
Alexander  &  Alexander  stock  doesn't 
adequately  reflect  the  risks.  Klauber's 
conclusion:  Stock's  ahead  of  itself. 

Focusing  the  mind 

Richard  Dams,  the  new  chief  of 
research  at  Dallas-based  brokerage 
Rauscher  Pierce  Refsnes,  is  putting 
his  analysts''  money  where  their 
mouths  are.  Davis  has  set  up  an  in- 
house  mutual  fund  that  will  hold  a  big 
chunk  of  the  bonus  money  paid  to 
Rauscher  analysts  at  the  end  of  the 
vear.  The  fund  will  invest  in  stocks 
Rauscher  analysts  recommend  to  the 
firm's  clients.  (After,  of  course,  the 
customers  have  had  first  crack  at 
them. )  The  analysts'  ten  top  picks  (see 
table)  include  everything  from  railcar 


maker  Trinity  Industries  to  Tom 
Brown,  a  turnaround  in  oil  and  gas. 

"It's  a  little  real-world  exercise  that 
focuses  attention  on  how  to  make 
money,"  says  Davis.  "Our  analysts  are 
paying  a  lot  more  attention  to  their 
picks."         -Christopher  Palmeri 

Where  there's  smoke  . . . 

A  couple  weeks  ago  rumors  had  it 
that  banking  behemoth  NationsBank 
(assets,  S166  billion)  was  mulling  a 
bid  for  Birmingham,  x\la. -based  Am- 
South  Bancorporation  (assets,  SI 7 
billion).  AmSouth  stock  quickly 
popped  from  29  to  33.  Both  compa- 
nies quickly  issued  a  no-comment. 
AmSouth  stock  has  since  settled  back 
to  30V2,  around  ten  times  what  the 
bank's  expected  to  earn  this  vear. 

But  there  may  be  something  to  the 
rumors.  Charlotte-based  Nations- 
Bank has  been  on  an  acquisition 
spree.  Picking  up  AmSouth  would 
extend  its  reach  into  Alabama,  and 
give  it  over  S6  billion  of  additional 
assets  in  Florida,  where  NationsBank 
wants  to  increase  its  market  share. 

AmSouth  is  certainlv  wilnerable, 
and  not  just  to  NationsBank.  Am- 
South's  stock  has  been  pretty  much 
dead  in  the  water  for  the  past  two 
vears;  the  companv's  market  capital- 
ization is  just  SI. 8  billion — making  it 
eminently  affordable  prey  for  such 
southeastern  superregionals  as  First 
Union  and  Barnett  Banks,  as  well  as 
NationsBank.  At  recent  prices,  Am- 
South is  selling  for  1.37  times  book 
value;  NationsBank  trades  for  1.25 
times  book.  Reason:  Smaller  Am- 
South is  seen  as  a  target. 


With  these 
stocks, 
the  analysts 
are  putting 
their  money 
where  their 
mouths  are. 


Banking  analyst  Richard  Bovc  ( »fS 
Petersburg,      Fla. -based      Raymor 
lames  &  Associates  notes  an  incenti'  . 
for  a  deal  to  happen  over  the  next  ye 
and  a  half.  AmSouth  Chairman  Tori  f 
Woods,  63,  is  due  to  retire  in  Augu  :•• 
1996.  But  if  AmSouth  changes  co 
trol  before  then,  Woods  gets  to  cc 
lect  nearly  S2  million  from  a  gold< 
parachute.  And  that's  on  top  of  tl 
value  of  Woods'  AmSouth  shares  a 
options,  if  converted.  Current  wort 
a  nifty  S9.2  million. 

-Matt  Wal 


Show-me  stocks 
for  a  show-me  stater 

Last  year  analyst  John  Rast  of 
Louis'  Huntleigh  Securities  recon  t& 
mended  two  stocks  to  Streetwalk  : 
Hi-Lo  Automotive,  a  specialty  retail  irc>;: 
of  auto  parts  and  accessories  with  an  rely  b 
of  stores  in  Houston  (Mar.  28, 199-i  u.l 
and  Sigma-Aldrich,  the  world's  lai  lc- 
est  independent  maker  of  specia.'  i  car 
chemicals  and  supplies  used  in  labo:  m  SI ; 
ton-  research  (Sept.  26,  1994).  }\   : 

Back  then  Hi-Lo  stock  had  bt  . 
hurt  bv  poor  weather,  expansion  ccc  d  :m 
and  price-cutting;  the  shares  II  esim 
slumped  to  12%  from  over  20  in  I1  Carmiki 
1992.  Sigma-Aldrich  had  dropp)  contrc 
40%,  to  34%,  in  six  months,  becal  od  shirt 
the  cost  of  adding  products  to  its  li  C; . 
was  braking  earnings  growth.  >.-.•_- 

Rast  liked  the  earnings  prospect:  its  cnai 
both.  Last  year  neither  disappoin  „ 
him.  Nor  does  he  expect  them  to ''  WI41I 
year;  he's  predicting  S 1  a  share  for 
Lo  and  S2. 40  a  share  for  Sigma. 

But  Rast  was  early,  and  still  is.    rtssivei 
Lo's  stock  is  down  to  9V2;  Sigiiv 
Aldrich's  up  only  a  smidgen,  to  Sti 

Says  Rast:  "If  Hi-Lo  earns  a  hi*^ 
the  stock  ought  to  bounce  back  tcAes  But 
or  15."  Sigma-Aldrich?  "A  lot>  ising. Srr 
growth  stock  investors  used  to  ci  ei 
this  one,"  Rast  replies.  "Now  1  n  Rone$: 
becorrfe  a  show-me  stock.  Well,]  i (Forse 
showing  me,  but  elsewhere  it's  .. 
unnoticed.  Hard  for  me  to  beli:|e«u,t 


that'll  go  on  too  much  longer." 


irJ 


Now  playing,  Carmike 

After  Cixeplex  Odeon  eompH  las,  ^ 
the  deal  it  just  announced — to    ait?-. 
movie    theater    operator    Ciner 
USA — it  will  become  the  biggest  I 
hibitor  in  the  U.S.  Cineplex's  1    . 


rest 
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crecn  count  will  increase  to  2,839. 

Well  behind  Cineplex  in  screens, 

iut  much  more  profitable,  is  Colum- 

ius,    Ga. -based    Carmike    Cinemas, 

nc.   Carmike   operates  over  2,000 

:reens  in  31  states.  Unlike  Cineplex 

)deon,  which  lost  money  again  last 

oisar,  Carmike  has  mainly  pursued  a 

id  nail-town   strategy-  (Forbes,   Sept. 

\7,  1993).  Last  year  sales  rose  35%,  to 

a  328  million;  earnings  grew  43%,  to 

on|  17  million. 

Analyst  Mark  Allen  of  Adanta's  Rob- 
eson-Humphrey  expects  Carmike  to 
:ep  barreling  along.  He  looks  for  it  to 
mstruct  at  least  108  screens  diis  year 
id  acquire  dozens  more. 
Helping  Carmike  finance  this 
outh  will  be  the  $58  million  it 
o  ised  last  November  through  a  sec- 
ldary  offering  of  nearly  2.9  million 
;.j  arcs  at  21%  apiece.  The  stock  has 
th;  rely  budged  since  then  (recent 
1%  ice,  2P/8).  But  Allen  estimates  Car- 
Mi  ike — even  with  the  new  shares — 
ad  11  earn  $2.20  a  share  this  year,  up 
\h  Dm  $2  in  1994.  That  kind  of  earn- 
5s  power,  he  predicts,  will  eventual - 
id  b  :be  reflected  in  a  higher  price  for  a 
onj  i>ck  currently  selling  for  under  ten 
res  nes  anticipated  earnings. 
0  in  Carmike  is  no  takeover  target.  Vot- 
drnp  ;  control  of  its  11.2  million  NYSE- 
bed  (ed  shares  rests  firmly  in  the  family 
iinl  1  Chief  Executive  Michael  Patrick, 
1.  ose  father  founded  the  chain  and  is 
mi  I  its  chairman. 

S3  m  faithful 

iretfli  ITWEEN  fall  1992  and  early  1994 
mi  stock  of  A.O.  Smith  Corp.  ran  to 
J  is.  jressive  new  highs,  peaking  at  40, 
j-  4  irred  by  growth  in  pickup  trucks 
n  to  1  sport-utility  vehicles,  for  which 
jgj  waukee-based  A.O.  Smith  makes 
h,li  nes.  But  when  interest  rates  start - 
■  \  k  rising,  Smith  stock  started  falling. 
jp  .ast  summer  Fahnestock  analyst 
•\,  i  in  Roness  called  Smith  a  buy  at 
DRBES,  Sept.  12,  1994).' He 
ught  sport-utility  and  pickup  sales 
e  less  sensitive  to  interest  rates 
the  rest  of  the  auto  sector.  Ro- 
was  half  right.  Smith's  1994 
lings  were  up  sharply.  He  expects 
U  in  to  $3.10  a  share  in  1995. 
las,  Smith's  stock  keeps  falling. 
cnt  price:  207/s.  Roness  is  hanging 
'I  bought  Smith  before  in  a  bad 
z  and  made  out.  I  think  it'll  hap- 
again.  Stock's  worth  $35."      ■■ 
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Opportunity 
only  rings 


once 


. . .  but  when  it  does,  a  Radio  Shack 
personal  pager  will  keep  you  in 
touch.  Radio  Shack's  pager  line-up 
includes  features  such  as  time  stamp, 
message  memory  and  alphanumeric 
display.  And  we'll  answer  questions 
about  paging  services  and  sign  you 
up  for  one  that  meets  your  needs. 

Affordable  personal  pagers  are  just 
one  example  of  the  quality  business 
products  you'll  find  at  Radio  Shack. 
Call  on  us  today. 

Radio  /hack 

You've  got  questions.   We've  got  answers.5 


•Processing  and  paging  service  fees  required.  Local  pagers  not  available  in  all  areas.  See  store  tor  details.  Prices  apply  at  partici- 

fiating  Radio  Shack  stores  and  dealers.  Items  not  available  at  a  participating  store  can  be  special-ordered  (subject  to  availability)  at 
he  advertised  price.  A  participating  store  will  offer  a  comparable  value  if  the  product  is  sola  out.  Independent  Radio  Shack  dealers 
and  franchisees  may  not  be  participating  in  this  ad  or  stock  or  special-order  every  item  advertised- 


A  complete  selection  of  local 
and  nationwide  pagers,  with 
prices  from  $79-99* 


Corporate  Executives  and  Investor 

Relations  Professionals: 

Make  sure  your  hard  work  gets  results. 

By  now  you  probably  have  finished 
putting  the  final  touches  on  your 
company's  1994  Annual  Report. 
Make  sure  it  reaches  the  hands 
of  smart  investors  looking  for 
opportunities  by  advertising  in... 

The  FORBES  Spring  1995 
Annual  Report  Portfolio 

Spring  Issue  Date:  May  22,  1995 
Closing  Date:  March  27,  1995 

For  more  information  or 

to  reserve  space,  contact: 

Donna  Tarr,  212-620-2339;  fax  212-620-2472  or 

Sarah  Madison,  505-296-6141;  fax  505-293-4647 


For  Your  Next  Meeting,  Aim  a  Little  Higher. 


Deep  in  the  Southern  Rockies  lie  two  hundred  and  fifty  spectacular  square  miles 

known  as  Forbes  Trinchera.  Its  tallest  peak  reaches  14,345  feet  into  the  Colorado  sky,  and  its 

mountains  sweep  down  into  valleys  as  green  and  fertile  as  a  Kentucky  meadow. 

This  historic  tract  of  land  was  bought  by  publisher  Malcolm  S.  Forbes  in  1969  as 

a  natural  escape  to  a  place  far  from  Wall  Street  and  corporate  stress.  It  is  this  aspect  of  this 

wonderful  land  that  the  Forbes  family  have  decided  to  share  with  like-minded  colleagues. 

The  buildings  of  Forbes  Trinchera  have  been  remodeled  to  provide  superb 
accommodation,  but  it  is  still,  essentially,  a  ranch. 

Whilst  there,  you  can  ride  the  land  on  horseback,  or  on  trail-bike.  You  can  fly-fish  on  its  miles 

of  streams,  or  hike  its  thousands  of  trails.  You  will  have  special  rights  at  a  nearby 

golf  and  swimming  club,  or  you  can  shoot  skeet  until  every  clay  looks  as  big  as  a  house. 

And,  when  there's  work  to  be  done,  our  main  conference  room  can  seat  up  to  sixty. 

However  you  choose  to  use  it,  Forbes  Trinchera  will  provide  a  lookout  point  from  which  to  view 
the  world.  Two  hundred  and  fifty  square  miles.  Fifty  staff.  Mountains.  Valleys,  lakes.  Sueams. 

Call  1-800-FORBES-5,  and  allow  us  to  tell  you  more. 


Forbes  Trinchera  Ranch 

A  Forbes  Executive  Retreat 
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The  more  things  change  . . ." 
fO  years  ago  in  Forbes 

Bom  the  issue  of  Apr.  1,  1925  | 


e  first  Ford  "factory"  was  far  from 

grandiose  affair. 


The  transatlantic  steamship  lines 
ticipate  an  especially  active  season 
tourist  traffic,  based  on  advanced 
•okings.  Officials  look  for  the  great- 
:  increase  to  be  in  round-trip  third- 
ss  traffic.  The  best  tourist  record 
s  that  of  1913,  but  1925  is  expect- 
to  exceed  it." 

yhat  can  the  public  think  when  oil 
der  after  oil  leader  implicated  by 
:  government  in  alleged  question- 
e  financial  acts  flees  the  country 
1  refuses  to  submit  to  a  federal 
jpoenar  Briefly,  the  charge  made  is 
,t  certain  very  influential  men  got 
;ether  and  cooked  up  the  sale  and 

purchase  of  an  enormous  quantity 
pil  on  terms  which  yielded  millions 
graft,  and  that  part  of  this  graft 
[it  to  ex-Secretarv  of  the  Interior 

ert  B.  Fall." 

I  years  ago 

Br. the  issue  of  Apr.  1,  1935) 


assembly  at  the  building  site 
egarded  as  a  prime  advantage 
^fabricated  homes. 
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"Should  Congress  eliminate  or  dras- 
tically curtail  NRA  restrictions  on  in- 
dustry, the  effect  on  the  automobile 
manufacturers  probably  will  be  stron- 
ger indirectly  than  directly.  .  .  .  Even  a 
decision  against  the  used -car  price- 
fixing  provisions  of  the  retail  code- 
would  not  result  in  any  radical  change 
of  the  situation  in  many  areas  where 
code  enforcement  already  has  long 
been  difficult." 

"John  D.  Rockefeller,  the  largest- 
scale  philanthropist  in  modern  histo- 
ry, told  me  that  he  regards  all  his 
money-giving  as  of  less  worth  to 
America  than  what  he  and  his  asso- 
ciates achieved  in  providing  work  at 
decent  wages  for  many  thousands  of 
breadwinners." 


50 


years  ago 


(From  the  issue  of  Apr.  1, 1945) 
"Allied and  Russian  troops  will  have 
a  continuous  corridor  forged  through 
Germany  by  the  end  of  June  if  orga- 
nized resistance  by  the  Wehrmacht 
armies  can  last  that  long.  While  there 
now  are  serious  doubts  of  winning  an 
unconditional  surrender  of  all  Ger- 
many in  a  single  stroke,  the  worst  of 
the  fighting  there  almost  certainly  will 
be  over." 

"We  repeatedly  read  that  people  are 
spending  as  never  before,  that  retail 
store  sales  are  beyond  anything  ever 
before  known,  that  hotels  everywhere 
are  overcrowded.  .  .  .  Nevertheless, in 
face  of  all  this  spending,  official  fig- 
ures record  savings  far  beyond  all 
precedent.  The  sec  reports  the  gain  of 
the  astronomical  sum  of  SI 20  billion 
in  the  'liquid  resources'  of  individuals 
since  the  war  began." 

25  years  ago 

|  From  i  he  ISSUE  OF  Apr.  1,  1970) 
"The  Labor  Department  reports 
that  the  number  of  working  women 
increased  by  32%  to  29.2  million  be- 
tween 1958  and  1968,  until  they  now 
comprise  almost  38%  of  the  work 
force.  .  .  ." 

"The  U.S.  is  getting  uncomfortably 
crowded.  That  is  what  nearly  every- 
body thinks,  but  [it]  is  not  precisely 
true.  .  .  .  What  is  really  happening  is  a 
bit  more  complicated:  As  the  popula- 
tion expands,  it  is,  in  a  sense,  contract- 


ing. In  1950,  64%  of  the  population 
lived  m  urban  areas;  today  75%  does; 
by  2000,  85%  will." 

"Look  at  it  this  way:  A  20%  return 
compounded  doubles  your  money  in 
less  than  four  vears.  And,  bv  contrast, 
a  100%  gain  followed  by  a  50%  loss 
over  the  same  period  brings  you  out 
just  even." 


10 


years  ago 


iFromthkisslhof  Apr.  25,  1985) 
"Three  times  in  the  past  dozen  years 
Miami  residents  have  voted  down  a 
bond  referendum  to  finance  renova- 
tion of  the  aging  Orange  Bowl,  the 
cit\ -owned  stadium  where  the  Dol- 
phins have  battled  to  football  glory. 
Dissatisfied  with  revenues  from  the 
cramped  facility,  Dolphins  owner  Joe 
Robbie  considered  moving  the  team 
to  another  city.  But  the  prevailing 
sentiment  around  town  was,  'If  Joe 
Robbie  wants  a  new  stadium,  let  him 
build  it  himself.'  " 


Miami  Dolphins  owner  Joe  Robbie  on 
the  plot  of  land  where  he  hoped  to 
build  his  new  Joe  Robbie  Stadium. 


"Saturn  will  be  a  whole  new  car — 
eventually  a  series  of  cars — not  just  an 
evolutionary  development  from  exist 
ing  GM  cars.    They  will   be  sold  in 
Saturn  showrooms  by  1989.  .  .  ." 

"A  survey  of  600  office  workers  .  .  . 
found  that  24%  of  them,  particularly 
women,  rated  the  air  around  them 
either  'only  fair'  or  'poor'.  .  .  .  Two 
thirds  of  those  who  said  they  had 
trouble  working  because  of  air  quality 
blamed  poor  ventilation.  .  .  ."        ■■ 
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Uncertainty  hurts  business. 
It  annoys  individuals.  Why 
keep  the  whole  country, 
including  business  and 
individuals,  in  uncertainty 
over  the  extent  of  the  tax 
burdens  to  be  placed  upon 
US'?  How  many  of  those  who 
voted  for  Calvin  Coolidge 
imagined  for  a  moment  that 
would  do  nothing  to  bring 
about  tax  relief  before 
1926?.  .  .  But  if  the 
Administration  persists 
in  opposing  a  special 
session  then  it  will  in- 
evitably be  1926  before 
action  is  taken.  .  .  . 
Coolidge  and  Congress 
should  ease  our  minds  and 
grease  our  activities  by 
reforming  and  reducing 
taxation  as  soon  as  fea- 
sible after  March  4. 

-B.C.  Forbes 


A  Text... 

The  days  of  our  years 
are  threescore  years  and 
ten;  and  if  by  reason  of 
strength  they  be 
fourscore  years,  yet  is 
their  strength  labor  and 
sorrow;  for  it  is  soon 
cut  off,  and  we  fly  away. 
-Psalms  90:10 


Sent  in  by  Mrs.  Pauline  Floyd, 

Livermore,  Calif. 

What's  your  favorite  text? 

The  Forbes  Scrapbook 

of  Thoughts  on  the  Business 

of  Life  is  presented  to  senders 

of  texts  used. 


Have  you  noticed  that  life, 
real  honest-to-goodness 
life,  with  murders  and 
catastrophes  and  fabulous 
inheritances,  happens  almost 
exclusively  in  the  newspapers? 
-Jean  Anouilh 

News  is  the  first  rough 
draft  of  history. 
-Philip  L.  Graham 

News  is  what  a  chap  who 
doesn't  care  much  about 
anything  wants  to  read.  And 
it's  only  news  until  he's 
read  it.  After  that  it's  dead. 
-Evelyn  Waugh 

Were  it  left  to  me  to  decide 
whether  we  should  have  a  gov- 
ernment without  newspapers, 
or  newspapers  without  a 
government,  I  should  not  hesi- 
tate to  prefer  the  latter. 
-Thomas  Jefferson 
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Journalism  is  popular,  but 
it  is  popular  mainly  as 
fiction.  Life  is  one  world, 
and  life  seen  in  the  news- 
papers another. 
-G.K.  Chesterton 

Evil  report  carries  faster 
than  any  applause. 
-Baltasar  Gracian 

The  evil  that  men  do  lives 

on  the  front  pages  of  greedy 

newspapers,  but  the  good  is 

oft  interred  apathetically 

inside. 

-Brooks  Atkinson 

More  than  9,000  "Thoughts,"  indexed  by  author  and 
subject,  are  available  in  a  three-volume  boxed  set  at 
$69.50  ($27.50  per  volume  if  purchased  separate- 
ly). Also  available,  a  one-volume  edition  of  over 
3,000  "Thoughts."  Price:  $27.50.  Send  check  and 
order  to  Forbes  Books,  P.O.  Box  11234,  Des  Moines, 
IA  50340.  Add  sales  tax  on  orders  in  New  York  State 
and  other  states  where  applicable.  For  faster  service 
call  1-800-234-4553  and  charge  to  your  credit  card. 


The  tabloid  newspaper  act- 
ually means  to  the  typical 
American  what  the  Bible  is 
popularly  supposed  to  have 
meant  to  the  typical  Pil- 
grim Father:  a  very  present 
help  in  time  of  trouble, 
plus  a  means  of  keeping  out 
of  trouble  via  harmless, 
since  vicarious,  indulgence 
in  the  pomps  and  vanities 
of  this  wicked  world. 

-E.E.  CUMMINGS 

A  newspaper  column,  like  a 
fish,  should  be  consumed 
when  fresh;  otherwise  it 
is  not  only  indigestible 
but  unspeakable. 
-James  Reston 

A  reporter  is  always 
concerned  with  tomorrow. 
There's  nothing  tangible 
of  yesterday.  All  I  can 
say  I've  done  is  agitate 
the  air  ten  or  fifteen 
minutes  and  then  boom — 
it's  gone. 
-Edward  R.  Murrovv 

A  good  newspaper,  I  suppose, 
is  a  nation  talking  to  itself. 

-Arthur  Miller 

What  the  mass  media  offer 
is  not  popular  art,  but 
entertainment  which  is 
intended  to  be  consumed 
like  food,  forgotten,  and 
replaced  by  a  new  dish. 
-W.H.  Auden 

To  a  philosopher  all  news,  as 
it  is  called,  is  gossip,  and 
those  who  edit  and  read  it 
are  old  women  over  their  tea. 
-Henry  David  Thoreau 

I  do  not  like  to  get  the  news, 
because  there  has  never  been 
an  era  when  so  many  things 
have  been  going  right  for 
so  many  of  the  wrong  persons. 
-Ogden  Nash 
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